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Currency, Date of Information and Forward-Looking Statements
Currency and Date of Information

All references to “dollars” or “$” are to Canadidallars unless otherwise indicated. Posera-HDX
Limited is referred to in this document as the “Qamy”, “Corporation”, or “HDX". The
information contained in this document is as atdbeloer 31, 2012 unless otherwise indicated.
Information regarding operations prior to OctobeP@11 is provided in respect of Posera-HDX
Inc. (formerly Hosted Data Transaction Solutions.)r(the “Predecessor Corporation”). 2011
and 2010 financial information presented and disedsin this Annual Information Form is
prepared in accordance with International FinanRi@porting Standards (“IFRS”) as issued by
the International Accounting Standards Board (“IASBAIl financial information prior to 2010

is prepared in accordance with previous Canadiamefa#ly Accepted Accounting Principles in
place prior to the adoption of IFRS (“CGAAP”). Asich direct comparison may not be
appropriate.

Forward-Looking Statements

This document may include certain forward-lookingtements that are based upon current
expectations, which involve risks and uncertaindigsociated with the Corporation's business and
the environment in which the business operates. #iatements contained in this document that
are not statements of historical facts may be ddetoebe forward-looking, including those
identified by the expressions “anticipate”, “bek8y“plan”, “estimate”, “expect”, “intend”, and
similar expressions to the extent they relate éoQlorporation or its management. The forward-
looking statements are not historical facts, bdlece the Corporation's current expectations
regarding future results or events based uponrimdtion currently available to the Corporation’s
management. The Corporation cannot be certainatftagl results will be consistent with these
forward-looking statements. Additionally, theseward-looking statements are subject to a
number of risks and uncertainties that could cacteal results or events to differ materially
from current expectations, including the matteszdésed under “Risk Factors” in this document.
All forward-looking statements in this document apgalified by these cautionary statements.
Accordingly, readers should not place undue reBano forward-looking statements. HDX
assumes no obligation to update the forward-loolstajements, or to update the reasons why
actual results could differ from those reflectedhia forward-looking statements.

Corporate Structure

As a result of a shareholder and court approved pfearrangement (the “Reorganization”), on
October 7, 2011 the Corporation acquired substant@l of the assets of the Predecessor
Corporation and completed a securities exchangb tieé holders of the securities of the
Predecessor Corporation such that such securitileles became holders of securities of the
Corporation. The securities exchange pursuartgdreorganization was completed on the basis
of one share/warrant/option of the Predecessor @atipn for one share/warrant/option of the
Corporation.

The Predecessor Corporation was incorporated uth@gBusiness Corporations Act (Ontario)
with the name Dexit Inc., by articles of incorpivat effective October 22, 2001. At
incorporation the Predecessor Corporation had dhoemed share capital consisting of an
unlimited number of common shares. By articlesnéadment effective November 29, 2001, the
reference to “common shares” was deleted, classo#ihy common shares (the “Common
Shares”) and class B non-voting common shares‘fthe-Voting Shares”) were created and the
Predecessor Corporation was authorized to issuanimited number of each such class of



shares. The Predecessor Corporation initially leattictions in its articles that limited the alyilit

to transfer shares and the number of shareholBgrarticles of amendment effective August 11,
2003, the limitation on the number of shareholddrthe Predecessor Corporation was removed.
The articles of the Predecessor Corporation wethduamended on June 17, 2004 to remove the
restrictions on share transfer, and on June 23 289@rovide that the number of directors shall
be a minimum of three and a maximum of ten. Thielagt of the Predecessor Corporation were
further amended on July 31, 2007 to change the rantiee corporation from “Dexit Inc.” to
“Hosted Data Transaction Solutions Inc.” On Japuar2010 the Predecessor Corporation, by
way of articles of amalgamation, amalgamated wighwiholly owned subsidiaries, Biz-Pro Ltd.,
SabrePoint Inc. and SabrePoint Services Inc. Ttides of the Predecessor Corporation were
further amended on September 17, 2010 to changeai® of the corporation from “Hosted
Data Transaction Solutions Inc.” to “Posera-HDX.Inc

The Corporation was incorporated under Business Corporations Act (Ontario) with the name
2293962 Ontario Limited. Pursuant to articles ofaagement dated October 7, 2011 the
Corporation changed its name to Posera-HDX LimiteddDX’'s head and registered office
address is Suite 700, 350 Bay Street, Toronto, iontsi5H 2S6. The Corporation’s telephone
number is (416) 703-6462 and web site addressvis.hdxsolutions.com

Current Organizational Chart — by Legal Entity
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General Development of the Business - 3 Year Histpr

Since its inception, HDX has been building the fdation for growth both in Canada and
internationally. Although the Corporation's casplaeement solution was only a concept when
HDX was incorporated in October 2001, the objectifehe Corporation was to build such a
solution and deploy it through a network of stratdigensees in Canada and then internationally.

On January 20, 2010, HDX entered into a non-bindattgr of intent to acquire Posera, Inc.
(“Posera”) of Seattle, Washington for $10,600,00B8ject to closing adjustments. On May 5,
2011 the Company completed the acquisition to aeghie shares of Posera. Posera, established
in 1999, is an U.S. corporation that develops, aepland supports a restaurant point of sale
software known as Maitre ‘D. Through its corporaffices in Seattle WA, Montreal Quebec,
Paris France, Singapore, and Glasgow, UK, Posesabhidt a network of approximately 103
value added resale partner companies in 25 coantridhere are approximately 600
representatives selling, supporting & installings@a’s Maitre ‘D software worldwide and the
solution has been deployed in over 20,000 locationsight different languages around the
world. Posera’s customers include Quick, O’brieBs;Hubert, Pita Pit, Popeye’s, Dunkin’
Donuts, Pizza Delight, Baton Rouge, Scores, Hopt€asey's, Supermac’'s, HDOS, KFC,
Extreme Pita, Pizza Hut, among many others.

The above noted Posera acquisition price of $10l®mdiffers from the amount paid at closing
of $7.1 million. This difference transpired due post-closing adjustments, retained debt,
revaluation of the Posera rollover options, a claimgthe fair value of the Common Shares at
closing and due to a liquidity discount appliedite share price as a result of a restriction placed
on the Common Shares issued to Posera shareholdect, do not allow such shareholders to
trade or transfer the shares for 24 months. Theisitign will allow the Company immediate
access to new foreign markets and to approxima@®yresellers around the world.

In addition to a cash payment of $3.2 million atsohg and the assumption of outstanding Posera
debt, the purchase price was paid by (i) the issuai convertible debentures in the principal
amount of US $1.96 million, which are convertibdoi Common Shares for a period of two years
at $0.645 per Common Share; and (ii) the issuarfc@,319,494 Common Shares. Upon
determination of the working capital adjustmentite purchase price on, October 29, 2010, HDX
issued 2,492,962 additional Common Shares to Peharaholders. The transaction also includes
the issuance of options of the Company to acqu®89907 Common Shares in exchange for
currently outstanding options to acquire share®afera (“Rollover Options”). The Rollover
Options have an exercise price of $0.125 per Com8tware. The Rollover Options expired in
August 2011.

Throughout fiscal 2010 the Company also completen $maller acquisitions, A&A Point of
Sale Solutions Inc. (“A&A") of Ottawa and Centuryagh Register Inc. (“Century”) of Oakuville.
In addition to the completion of numerous acqusis, management focused on identifying new
customer opportunities, integrating the acquiredities, researching further acquisition
opportunities and deploying common infrastructuwealiow efficient and effective operations
among its offices worldwide. Sales and marketingntg, technical teams, accounting and
administrative teams were combined and cross-tlainfs a result of the above listed activities
for the year-ended December 31, 2010, the Compasyable to grow significantly and achieved
revenue of $15,059,267, which represents an inerebs8.2% over the prior year $9,518,681.

On October 7, 2011, the Company completed a retgiion, by way of a plan of arrangement,
which resulted in all of the assets and liabilitd$Posera — HDX Inc., except for the Dexit radio
frequency identification device (“RFID”) businesssats and liabilities, and certain other assets



being transferred to Posera — HDX Limited. As pdithe plan of arrangement security holders
of Posera — HDX Inc. became the security holdeBasfera — HDX Limited and Posera — HDX
Inc. (renamed Dexit Inc), became a wholly ownedsglibry of Posera — HDX Ltd. (the
“Reorganization”).

On October 28, 2011 Posera-HDX Limited completed tlivestiture of all the issued and
outstanding shares of Dexit Inc. The sale price armaggregate of $2,031,571 in cash, subject to
certain post-closing adjustments. Of the $2,031,5dte price, $1,831,571 was received on
closing, with a $200,000 holdback. The Companyiredinet deal costs on the reorganization of
Dexit and sale in the amount of $93,981 (2010 &B84), net of a recovery from the purchaser of
$125,000 (2010 - $Nil). On October 31, 2012 thenPany received the $200,000 holdback
receivable as part of the transaction. As pathefdivestiture of Dexit Inc. the Company entered
into a standard indemnification regarding the gosiag liabilities of Dexit, under which the
Company believes that an outflow of resources lvé@lfemote.

On December 15, 2011 Posera-HDX completed the sitigui of all the issued and outstanding
shares of HDX Payment Processing Ltd. (formerlyhlCldsGo Ltd.)(“HDXPP"). The purchase
price was an aggregate of $365,571, comprised 67, $¥1 in cash and 1,000,000 common
shares of Posera-HDX, which are subject to a helibd such that such common shares are not
freely tradable until December 15, 2013, and wisblares had a fair-value of $240,000. The
Company incurred deal costs on the transactior38f484 for the year-ended December 31, 2011
(2010 - $13,033), which were included in Genera Administrative Operating Expenditures as
incurred.

Finally, on December 30, 2011, Posera-HDX complétedacquisition of certain assets of 2020
IT Solutions Corp. (“2020"), through a wholly ownedbsidiary Posera — HDX Scheduler Inc.
The purchase price was an aggregate of $999,38bprésed of $285,000 in cash, 1,045,488
common shares of Posera-HDX, which are subjecttold-period, and are not freely tradable
until February 1, 2013, with a fair-value of $2480and a royalty payable on future sales of a
certain technology acquired, whose fair-value watinmated at $471,309 on the date of
acquisition. The Company incurred deal costs ortrresaction in the amount of $29,099 for the
year-ended December 31, 2011, which was expengbd iBtatement of Operations as incurred.

The Company did not complete any transactions titout the year-ended December 31, 2012,
but Posera-HDX Ltd. continues to invest and focusdgveloping significant new revenue
opportunities that are complimentary to the Comfmmurrent operational foundation and
synergistic with the Company'’s intellectual propeassets. New software as a service (“SaaS”)
products and business modules with recurring reveme under development. This is intended to
allow the Company to deliver an enhanced rangewices to the Company’s current client base
and will bolster the Company’s ability to attraewwcustomers.

Following the acquisition of HDXPP in December 20&ahd following the announcement on
June 14, 2012 that the Company has been approved for nstripeto the Interac Association
as an Indirect Connector to perform the functioharoAcquirer in the Shared Cash Dispensing
(“SCD”) Service, Posera-HDX continues to make digant investments to enhance systems,
facilities, and operating procedures in order touse the necessary approvals to operate a
payment processing switch and an ATM transactiacgssing switch. Through HDXPP, Posera
- HDX owns and operates a Postillion payment switeteloped by S1 Corporation. In addition,
to the provision of SCD services, Posera-HDX plemsxpand the payment switch to facilitate
the processing of Point-of-Sale transactions fernierchant client base. HDXPP has retained
team members and contractors with the appropnatesiry expertise to allow the Company to
further develop the payment processing divisiorhwih eye toward monetizing the Company’s
investment in this division as quickly as possifile.take advantage of the convergence in retail



technologies currently underway, the Company coesnto pursue merger and acquisition
opportunities with complimentary organizations aitbh none are specifically indentified at this
time.

As a result of the above listed activities in aidditto organic growth for the year-ended
December 31, 2011, the Company was able to increagmues by 17.5% to $17,699,771 in
2011 from $15,059,267 in 2010. Additionally then@many’s profitability also improved during
the year-ended December 31, 2011 with NormalizedTBB profit(loss) of $1,206,023
compared to a profit of $567,608 for the year-enBedember 31, 2010. For the year-ended
December 31, 2012, the Company's revenue decreadéd to $16,446,106 in 2012 from
$17,699,771 in 2011. Additionally, the Company'srivalized EBITDA profit (loss) for the
year-ended December 31, 2012 and 2011 was a lo$525,935 compared to a profit of
$1,206,023 for the year-ended December 31, 2011.

HDX continued significant software development asuaftware deployment projects in 2010,
2011 and 2012. These projects have enhanced systpabilities and are designed to lay the
groundwork for further system sales and wider smtudieployment in coming years.

Description of the Business
General

In today’s retail environment the consumer trarisads one fluid activity. Cash registers, POS
systems, and the e-payment device are indiscerrétdyed technologies and they work together
to perform one managed, uninterrupted, transaction.

HDX is in the business of managing merchant traimas with consumers and facilitating
payment. HDX provides a one stop shop for merchfomtsouch screen point of sale systems,
software, associated enterprise management toots iategrated real-time hosted data
applications, including prepaid payment solutiondDX also provides system hardware
integration services, merchant staff training, eysinstallation services, and post-sale software
and hardware support services, with a focus onptixzeal customer service.

HDX completed the acquisitions of Biz-Pro and S&boiat in 2008 and Posera, A&A and
Century in 2010. These businesses also manage amértfansactions with consumers and
facilitate payments. HDX develops and deploys lowscreen POS system software and
associated enterprise management tools. In keepthgthe common turnkey service and one-
stop shop philosophy, HDX provides system hardwiategration services, merchant staff
training, system installation services, and poltssdtware and hardware support services.

The HDX Product offering includes:

« Touch Screen POS Systems for Quick Service

« Touch Screen POS Systems for Table Service, Bast,GFasual Dining
+ Self-serve Customer Kiosks

+ Mobile Wireless POS Terminals

« Fine Dining / Table Service POS Systems

+ Integrated Digital Video Surveillance and RecordBygtems

« Colour Video Monitor Systems for both QSR & TSR ieonments

HDX has software development, software and hardwapport and sales and marketing teams
with extensive relevant industry experience. Otatsegy is to provide POS solutions tailored to



meet each customer chain’s specific needs. HDX/iges software programs that simplify
financial reporting, improve scheduling, providehanced security, which allow the store
managers more time on the floor building businexs lass time in the back office working on
administrative functions.

HDX focuses on selling the Fingerprints ® Point3#le solution, which is fast, flexible, and

reliable. HDX's systems maximize restaurant reesnand profits and are backed by a full-
service support team of POS specialists. Many wdiffetouch-screen register configurations are
available and customer choice is enhanced throagpheral selections. Fingerprints includes an
interface to HDX optional video security packagattis complete with “receipt / transaction text
insertion”.

HDX also focuses on selling the Maitre’D ® PointSdle and Corporate Solution, both Directly
to end users as well as through a distribution ebbof 103 resellers worldwide.

HDX also offers private branded, closed loop, staralue, electronic payment solutions, as well

as other payments related hosted data solutiohe. HDX private branded, closed loop, stored

value payment solutions is currently marketed dshecentric retail locations (such as coffee

shops, corporate and institutional cafeterias, guidk-service restaurants)), and other merchants
where transaction speed is important to their lssin HDX offers consumers a quick and

convenient means to pay for goods and services.

The Company as of December 31, 2012 employs 14@i@aototal. Of the 142 employees, 114
employees work across Canada, spread amongst fotari® offices, Montreal and smaller
regional locations. The Company also employs 28rivdtional employees with 13 in Seattle,
United States, 10 in Glasgow, Scotland, 3 in P&riance and 2 in Singapore.

Competitive Conditions — in principal markets

The market in which Posera operates is highly cditivee Posera competes primarily on the
basis of price, product quality, ability to meestmmer demands, product selection, efficiency,
customer service and technical support. Some séeHDX competitors have greater capital
resources, more efficient technologies, or may tewer costs and may be able to sustain longer
periods of price competition.

Increased competition could cause a reduction seRBHDX sales volumes and profitability or
increase its expenditures, any one of which coalkla material adverse effect on its financial
results.

New Products

Through the completion of the acquisition of Poskra in fiscal 2010, the Company now
develops and sells the Maitre'D suite of softwaredpcts. The current functionality of the
Maitre'D software suite allows it to be installedtb in stand-alone single outlet operations and
as a corporate solution for chains with hundredslochtions. Maitre’D software includes
functionality for table service and floor manageitnender entry and management, credit and
debit processing for wired and wireless devicegeimtory management, staff scheduling as well
as many others.

Through the completion of the acquisition of HRPate 2011, the Company has now acquired a
payment processing platform. The HPP platformrisSd Corporation solution for Mobile
Banking, Retail Payments, Merchant Acquiring, arayrRents Processing which are used by



leading banks and retailers world-wide. HPP’s robaisd secure hosting environment and
operational PCI-PADSS certified processing solutidihgive Posera-HDX the ability to provide
payment processing alternatives to our customehss B aimed at enhancing existing client
relationships where the Company we currently presigoint-of-sale solutions, business control
systems, business intelligence tools and closgaldoasumer payment systems.

Through the completion of the acquisition of thepitality sector software application assets of
2020 in late 2011, the Company is now able to pi®w product to its customers to allow them to
maintain a quality of service while managing a {imne workforce with high turnover, which is a
difficult problem for business operators. Ensurfogd safety for consumers while minimizing
waste and spoilage is mandatory for any restawasitcess. Accordingly, our clients have
expressed a need to manage their work force amtidosts to a very granular level within very
tight daytime segments. These applications havestngtwide appeal and offer excellent return
on investment for business operators. As the Coynpéers these tools as hosted, subscription
based solutions, no site visits are required ftegration to our point of sale applications. Chains
can be deployed very quickly as managers can beettaemotely via webinar. This allows the
Company's restaurant clients to reduce up-frontiémentation costs and achieve an immediate
return on their investment. The Company believes tite cost of monthly subscription fees paid
to implement the Company’'s solution pale in congmarito the labour and food cost savings
available.

Components and Supply Chain

Sales are generally made of systems which includprigtary software plus hardware sourced
from third party providers to provide a completduson for each customer. The third party
hardware providers are generally national or irmBomal point-of-sales and peripherals
manufacturers or distributors.

Importance of Intellectual Property

The Company has developed its own proprietary pafisiale software which has the trade-
names of Fingerprints and Maitre’D. These prodeo@ble the Company to ensure the quality of
our point-of-sale solutions for our customers. Yfe committed to continuing to invest in

ensuring the quality of our intellectual properbliutions for our customers. We believe that
investments of this kind position us to meet insiegly sophisticated demands from our
customers.

Dependence on Foreign Operations

The Company develops its software in Canada, buttfe year-ended December 31, 2012
approximately 36.2% (2011 — 34.7%) of the Compamg\s&enues are derived from customers
outside of Canada. The Company markets and sellsMaitre’D point-of-sale software
worldwide through a direct and indirect sales aistrithution channel. Our direct offices outside
of Canada are located in Seattle, United Statemsddlv, Scotland, Paris, France and Singapore.
Our indirect distribution channel provides salesl amarketing coverage worldwide. For our
international product Maitre’D, the Company’'s custy service and support is primarily
administered primarily from our Montreal, Quebeficsf, however the Company does carry on
some limited service and support from some of alessoffices outside of Canada.



Risk Factors
Operation as a Going Concern; Expenses May Increageaster than Revenues

The continued operation of the Corporation as angjotoncern is dependent upon the
Corporation’s ability to generate positive casiwBoand/or obtain additional financing sufficient
to fund continuing activities. The Corporation haistory of losses. While the Corporation
continues to review its operations in order to tdgrstrategies and tactics to increase revenue
streams and financing opportunities, there is soir@sce that the Corporation will be successful
in such efforts; if the Corporation is not succakst may be required to significantly reduce or
limit operations, or no longer operate as a goingcern. It is also possible that operating
expenses could increase in order to grow the bssing HDX does not significantly increase its
revenue to meet these increased operating expamsksr obtain financing until its revenue
meets these operating expenses, its businesscithaondition and operating results could be
materially adversely affected. The Corporationntarbe sure when or if it will ever achieve
profitability and, if it does, it may not be ablegustain or increase that profitability.

Market Acceptance by Merchants

The success of HDX products and any new serviee€timpany may launch is dependent upon
its ability to attract and retain a critical massnaerchants in potentially diverse geographic
locations. The sales cycle for a new merchantbealengthy. Merchants may not be willing to

invest the time and resources necessary to achfevenecessary education and integration
required to successfully deploy HDX technology.

Concentration of Purchase Decision

HDX focuses its sales efforts for certain quickviar restaurant chains on the franchisees as they
are the primarily the decision makers of whethantplement our point-of-sale solution. At any
point in time the franchisor could mandate a poiRsale solution to its franchisees that could
impact HDX's ability to sell to that specific quicervice restaurant chain.

Key Management Personnel

The Corporation depends on the services of its teshnical, management and sales and
marketing personnel. The loss of the services gf @nthese persons could have a material
adverse effect on HDX'’s business, results of opmratand financial condition. HDX's success
is also highly dependent on its continuing abii@ydentify, hire, train, motivate and retain highl
gualified management, technical, sales and madkgtmsonnel. Competition for such personnel
can be intense, and HDX cannot provide assuraratdttivill be able to attract, engage, hire or
retain technical, managerial, sales and marketiegsgqnnel in the future with the right
gualifications, at the times needed, and/or at aitipe costs. The Corporation’s inability to
attract and retain the necessary management, tethsiales and marketing personnel may
adversely affect its future growth and profitalyilit

Ability to Manage Growth
The Company intends to grow in the foreseeablerdund to pursue existing and potential

market opportunities, including acquisitions. Sgghwth may place significant demands on its
management and operational resources, particwiéttiyrespect to:



» recruiting and retaining skilled technical, markgtiand management personnel in an
environment where there is intense competitiorskilfed personnel;

* managing and delivering upon multiple commitmentsdmpressed timeframes;

* managing a larger, more complex international orgdion;

» expanding HDX's facilities and other infrastructumea timely manner to accommodate a
significantly larger international workforce;

* maintaining and expanding an effective researchdawdlopment group;

» expanding HDX's sales and marketing efforts;

» providing adequate training and supervision to ma@nHDX's high quality standards;

« expanding HDX'’s treasury and accounting functiamsnieet the demands of a growing
company;

» implementing appropriate governance mechanismsofme owvith multiple legal and
regulatory environments;

» strengthening HDX’s financial and management cdsitim a manner appropriate for a
larger enterprise; and

» preserving HDX'’s corporate culture, values andegrgneurial environment.

In order to manage expected growth effectively,Glogporation must concurrently develop more
sophisticated operational systems, procedures amtrots. If HDX fails to develop these
systems, procedures and controls on a timely biésisusiness, financial condition and operating
results could be materially affected in an advensaner.

Possible Failure to Realize Anticipated Benefits dhe Posera Acquisition

The Company completed the acquisition of Posefidal 2010 to strengthen the position of the
Company in the point-of-sale and payments industaied to create an opportunity to realize
certain benefits including, among other thingseptial cost savings. Achieving the benefits of
the acquisition of Posera depended in part on ss@éy consolidating functions and integrating
operations, procedures and personnel in a timalyeficient manner, as well as the Company's
ability to realize the anticipated growth opporties and synergies from combining Posera's
operations with those of the Company. The integnatequired the dedication and a substantial
management effort, time and resources which didrtlimanagement's focus and resources from
other strategic opportunities and from operatiamakters during this process. The integration
process has resulted in the loss of some key em@iythis though has not resulted in the
disruption of ongoing business, customer and enggaglationships that would have adversely
affected the Company's ability to achieve the grated benefits of the acquisition of Posera.

Foreign Exchange Risk

The Company presents its statements in CanadidarslogfCDN); however, the Company
operates on an international basis and thereforeigh exchange risk exposures arise from
transactions denominated in a foreign currencye fbineign exchange risk arises primarily with
respect to the US dollar (USD), Great Britain Po(@&8P) and the Euro Currency (EUR). The
cash flows from operations are exposed to foreignhange risk as software sales are
denominated in foreign currencies, and the majasftyhe operating expenses are in Canadian
dollars. In addition, the convertible debentureuimed as consideration for the Posera acquisition
is to be repaid in US dollars. In addition, thes®a entity derives a large portion of its sales in
US currency.



International Operations Risk

The Company has operations in various jurisdictitmeugh the world and also generates a
portion of its revenues through international salésrts. Operating on a global basis exposes the
Company to a number of risks, including;

» the political, security and economic instabilitytbbse foreign jurisdictions in which the
Company has operations;

» changes in and compliance with local laws and e@nis, including export control laws,
tax laws, labour laws, employee benefits, trangfiécing, currency restrictions and
similar requirements;

» differences in tax regimes and potentially advéaseconsequents of operating in foreign
jurisdictions;

« difficulty in accounts receivable collection;

» difficulty in intellectual property protection; and

» foreign currency fluctuations.

Any of these factors could have a material advempact on the Company’s business, results of
operations and financial condition.

Possible Failure to Realize Anticipated Benefits dfuture Acquisitions

The Company may in the future complete acquisitimnstrengthen its position in the point-of-
sale and payments industries and to create thertjity to realize certain benefits including,
among other things, potential cost savings. Adhgthe benefits of any future acquisitions
depends, in part, on successfully consolidatingtions and integrating operations, procedures
and personnel in a timely and efficient mannerwali as the Company's ability to realize the
anticipated growth opportunities and synergies froombining the acquired businesses and
operations with its own. The integration of acqdirbusinesses requires the dedication of
substantial management effort, time and resourdéshwmay divert management's focus and
resources from other strategic opportunities aothfoperational matters during this process.
The integration process may result in the losseayf &mployees and the disruption of ongoing
business, customer and employee relationshipsrtagtadversely affect the Company's ability to
achieve the anticipated benefits of these andduiaguisitions.

Intense Competition

The point-of-sale and payments industries are higbinpetitive and are rapidly changing. HDX
may be significantly affected by new product introtlons and geographic expansion by existing
competition. Barriers to entry into this market miag relatively low, and HDX expects that
competition will intensify in the future. Speciffactors upon which the Corporation competes
include, but are not limited to, functionality @$ iapplications, technological sophistication, ease
of use, timing for implementation, ubiquity of idfering, quality of support and services, and
price. HDX's potential competitors include finandiastitutions, other companies selling point-
of-sale systems and software, credit card compangtailers, telecommunication and mobile
communication companies, technology providers ambline retailers. Many of these potential
competitors have significantly greater financigchnical, marketing and other resources than
HDX has. Many of them also have longer operatingtdnies, greater name recognition and
stronger relationships with merchants and consumkosuse or might use a low-value-payment
service. HDX may not be able to compete succdgshith these competitors.



Technology and Development Risk

The HDX approach utilizes technology principallglkitected and developed by the Company.
HDX has also contracted with or identified a numbgkey suppliers for the various software
and hardware components that comprise HDX's saigtioThere can be no assurances that the
Corporation will meet its targeted developmentrdgegration timelines, secure licences for key
aspects of its solutions such that it will be ableffer solutions at competitive pricing, or thihé
Corporation can continue to enhance and improvedblponsiveness, functionality and features
of its technology and enable the solutions to sabkereasonable cost. In addition, there isla ris
that third parties may have applied for or beemigrmh patents for certain processes or technology
which HDX has already deployed or intends to depioywhich case HDX may incur additional
costs or be prohibited from using or implementiegain product features or processes in one or
more countries. HDX solutions incorporate compiohnology and software. Accordingly, they
may contain errors, or “bugs”, that could be detdct any point. Such errors could materially
and adversely affect HDX’s reputation, or that tf licensees, resulting in claims and/or
significant costs to HDX, and/or cause consumersictrants, licensees and other parties to
abandon HDX’s solutions and impair HDX’s ability maarket and sell solutions and services in
the future. The costs incurred in correcting amprsr and satisfying any such claims may be
substantial and could adversely affect HDX’'s opagamargins. While the Corporation plans to
continually test its solutions for errors and wosith customers and merchants through its
maintenance support services to identify and colregs, errors may be found in the future.

Regulatory and Legal Risk

HDX takes in funds pre-paid by consumers and theilitates the payment of such funds to the
merchants to settle consumers’ purchase transactiorto pay fees related to the HDX prepaid
solution. HDX intends to earn income on these &indthe normal course of its business. In this
context, there could be a risk that in one or njarisdictions HDX would become subject to
requirements regulating deposit-taking, pre-paitti) trusts or payment services which could be
onerous or could require the Corporation to moidifjpusiness model. Some of HDX'’s activities
are subject to legislation governing the use ob@eal information. These privacy laws have
only recently been introduced in Canada and mapngdaver time. Changes in these laws or
non-compliance could require HDX to incur signifitaosts, financial penalties or suspend or
discontinue operation of the prepaid solution. afd when HDX introduces new products or
services or variations on existing products andises, or introduces products or services into
additional regulatory jurisdictions, there is akrihat regulatory requirements in one or more
jurisdictions may delay such introductions, or mianake such introductions uneconomic,
onerous, impossible, or require changes to the @atjon's business model, any of which may
materially adversely affect the Corporation's fatgrowth and profitability.

Risks Associated with Additional Financing

The Corporation may need to raise additional filvancThere can be no assurance that the
Corporation will be successful in raising suffidierapital on acceptable terms, if at all. If it is
unable to raise capital it may not be able to eteeon its business plan or respond to competitive
pressures. If the Corporation is able to raisetimadl capital, it may be on terms and conditions
which result in significant dilution to existingateholders.

Protection of Intellectual Property

HDX depends, to a certain extent, on its abilitgéwelop and maintain proprietary aspects of its
technology and business methods. It seeks to qiritte software, documentation and other



written materials under trade secret and copytimht as well as with confidentiality provisions
in contracts with its customers, suppliers, contnacand employees all of which afford limited
protection. HDX has applied for several tradentadistrations for its trademarks. Despite the
measures HDX has taken to protect its intellegwaperty, there can be no assurance that these
steps will be adequate, that HDX will be able towse patents for all its inventions or trademark
registrations for or the rights to use its traddmarespectively, in Canada, the U.S. or other
countries, that third parties will not breach tlwmfidentiality provisions in HDX's contracts or
infringe or misappropriate its copyrights, patettademarks and other proprietary rights, or that
third parties have not already obtained prior €gimt one or more jurisdictions to the same or
similar trademarks to those of HDX or any otheelleictual property sought to be protected by
HDX.

Third Party Claims that HDX's Solution Infringes on their Intellectual Property

HDX is not currently aware of any claims assertgdhird parties that HDX infringes on their
intellectual property. However, in the futurehad party may assert a claim that HDX infringes
on their intellectual property. The Corporation mainpredict whether third parties will assert
these types of claims against it or against thenkors of technology to HDX, or whether those
claims will harm its business. If HDX is forced defend against these types of claims, whether
they are with or without any merit or whether tlzeg resolved in favour of or against HDX or its
licensors or licensees, HDX may face costly liiggatand diversion of management’s attention
and resources. As a result of these disputes, HRY have to develop costly non-infringing
technology or enter into licensing agreements. &hagreements, if necessary, may not be
available on terms acceptable to HDX, or at alljclwlcould increase its expenses or make its
solution less attractive.

Common Share Price Fluctuations and Liquidity

The market price of the Common Shares may be Imlatind could be subject to wide
fluctuations due to a number of factors, including:

» HDX’s ability to achieve and sustain profitability;

e actual or anticipated fluctuations in HDX's resuifsoperations;

» changes in estimates of HDX’s future results ofraplens by HDX or securities analysts;

e announcements of technological innovations or nexdycts or services by HDX or its
competitors;

» lack of a liquid market for the Common Shares;

» general industry changes in the payments industrglated markets; or

» other events or factors.

In addition, the financial markets have experiensigghificant price and value fluctuations that
have particularly affected the market prices ofigqeecurities of many companies and that
sometimes have been unrelated to the operatingrpshce of these companies. Broad market
fluctuations, as well as economic conditions geherand in the industry, in which HDX
specifically operates, may adversely affect theketgprice of the Common Shares. If the market
value, trading activity or public distribution di¢g Common Shares listed on the Toronto Stock
Exchange (“TSX") were to no longer meet the listireguirements of the TSX, or if the
Corporation's financial condition or operating fesuwvere to no longer meet the listing
requirements of the TSX, then the TSX could deétistCommon Shares. Volatility in the market
price of the Common Shares could increase the ltissdf individual or class action litigation.
This type of litigation, whether well-grounded astrand regardless of the outcome, could result
in substantial costs to the Corporation as welhadiversion of management’'s attention and



resources. In addition, if an active market fog tbommon Shares does not develop or is not
sustained, the liquidity of an investment in then@mon Shares may be limited.

Takeover of the Corporation

While the Corporation has not formally adopted arsholder rights plan, HDX may introduce
such a plan at any time, including in the everdladver bid is made for the Corporation. The
provisions of such a plan could make it more diffidor a third party to acquire a majority of the
Common Shares, the effect of which may be to depshareholders of a control premium that
might otherwise be realized in connection with aquasition of the Corporation. Conversely, in
the event a shareholder rights plan is not adopted Corporation may be acquired by a third
party for a lower price per Common Share thanghareholder rights plan been in place, as such
a plan could allow the Corporation more time teiast other or competing buyers and thereby
realize a higher price per Common Share.

Indemnities

The Corporation has provided various indemnitiegjuiding without limitation, under lease
agreements for the use of various operating faeslitand under agreements that include
indemnities in favour of third parties, such aschase and sale agreements, confidentiality
agreements, licence agreements, employment agrésnemigagement letters with advisors and
consultants, outsourcing agreements, leasing adstranderwriting and agency agreements,
information technology agreements and service aggets (including in agreements with respect
to the sale of Dexit Inc.). Under the terms of thegrreements, the Corporation agrees to
indemnify the counterparties for various items ulithg, but not limited to, all liabilities, losses,
suits, and damages arising in connection with tipeements as a result of breaches of the
agreements or representations or as a resuligatliin, claims or sanctions that may be suffered
by the counterparty as a consequence of the tdmsadn addition, indemnities have been
provided to all directors and officers of the Caaqimn for various items including, but not
limited to, all costs to settle suits or actiongeda association with the Corporation, subject to
certain restrictions. The Corporation has purchalesttors’ and officers’ liability insurance to
mitigate the cost of any such potential future ssuit actions. The maximum amount of any
potential future payments under these indemnitemnot be reasonably estimated, but could
materially adversely affect investments in the @oagion.

Dividends

HDX has not declared or paid any dividends on tbenfon Shares to date. The Corporation’s
current policy is to retain earnings to financeangion and to develop, licence and acquire new
software products and to otherwise reinvest inGbgporation. Therefore, the Company does not
anticipate paying dividends in the foreseeabler&uttiDX’s dividend policy will be reviewed
from time to time by its Board of Directors in thentext of its earnings, financial condition and
other relevant factors.

Capital Structure
General Description of Capital Structure
As at December 31, 2012, Posera-HDX had issuedatslanding 48,434,422 Class A voting
common shares, and 4,631,584 options, of which64588 were exercisable at an exercise price

to purchase common shares ranging from $0.25 @0$2As at March 28, 2013 Posera-HDX had
issued and outstanding 48,434,422 Class A votingnoon shares and 4,631,584 options, of



which 4,266,584 were exercisable at an exercise o purchase common shares ranging from
$0.25 to $2.70.

The Common Shares are the only authorized clasharfes of the Company. Each Common
Share is entitled to one vote at meetings of HDstiareholders, except for meetings at which
only holders of another specified class are edtiibevote separately as a class. The holders of the
Common Shares are entitled to receive dividendsisfand when declared by the Board of
Directors of HDX. Holders of the Common Shareseartitled to participate in any distribution of
HDX'’s net assets upon liquidation, dissolution dnding up on an equal basis per Common

Share. There are no pre-emptive, redemption, pseclwa conversion rights attached to the
Common Shares.

Market for Securities

Trading Price and Volume

The Common Shares have been listed on the Toraoik Exchange (the “TSX") under the
trading symbol HDX since October 7, 2011 (from J@8e 2004 until October 7, 2011 the Class
A common shares of the Predecessor Corporation listee on the TSX). The following table

sets out the market prices and the average dallynas traded for the one-year period ended
December 31, 2012.

Average Monthly
Daily No. of Trading
Month High ($) Low ($) Common Volume
Shares
Traded
January 2012 0.35 0.30 1,400 29,700
February 2012 0.35 0.30 1,900 38,000
March 2012 0.31 0.29 3,600 52,900
April 2012 0.30 0.20 17,000 310,400
May 2012 0.26 0.16 3,100 69,300
June 2012 0.29 0.16 16,000 336,400
July 2012 0.25 0.24 2,100 45,000
August 2012 0.25 0.15 2,200 48,500
September 2012 0.35 0.16 5,300 100,500
October 2012 0.32 0.20 2,900 63,200
November 2012 0.34 0.27 1,700 39,000




Average Monthly
Daily No. of Trading

Month High ($) Low ($) Common Volume
Shares
Traded
December 2012 0.30 0.17 7,200 133,900

Escrowed Securities

As at December 31, 2012, there were no securifieocCorporation held in escrow, as the final
release of securities previously held in escromugeri on December 29, 2005. Though not
deemed escrowed securities, common shares issudltefacquisition A&A in 2010 have been

subject to a 36 month hold period from their resipecclosing dates. Additionally, the common

shares issued for the acquisition of HDXPP in Ddmam2011 are subject to a 24 month hold
period from the closing date. Finally, the commdarss issued for the acquisition of certain
Hospitality assets of 2020 in December, 2011 welgest to a 13 month hold period from the
closing date, which has now expired.

Directors and Officers
Name, Occupation and Security Holdings

Directors
The name, address and principal occupation ofileetdrs of the Company are set out below:

Name and Office Held and Director
Municipality of Principal Occupation(s) during the 5 Preceding Sinced
! inc
Residence Years
Paul Howel - CEOandDirectot of the Corporatio Novembel
Sarnia, Ontario - President and CEO of Howell Data Systems Inc. 2006
Loudon Owe - Managing Partner, McLean Watson Capital June 200
Toronto, Ontario - Chairman of the Corporation since June 2009.
Paul Fornazze® - Partner of Gowling Lafleur Henderson LI June 200
Toronto, Ontario
Michael Brown®® - President of Capital Markets Advisc October
Toronto, Ontario 2011
David Del Chiar®@®® | . Former owner and operator of grocery stores October
Forest, Ontario former Chairman of the Canadian Federation of 2011
Independent Grocers
Gary Figueiré®® - Retired as the Business Unit Executive for IB October
Toronto, Ontario Retail Systems 2011
(1) For Messrs. Howell, Owen and Fornazzari include®gef time as a director of the Predecessor
Corporation

(2) Member of the Audit Committee
(3) Member of the Human Resource, Corporate Governamdéominating Committee
(4) Messrs. Brown, Del Chiaro and Figueira became tireaipon consummation of the Reorganization.

The term of office of all directors of the Compamyl expire at the next annual meeting of the
shareholders of the Company to be held in 2013.



Officers
The name, address and principal occupation of xbewgive officers of the Company are set out
below:

Name and ,
Municipality of o _Offlce He_ld and )
Residence Principal Occupation(s) during the 5 Preceding Yeas
Paul Howel - Officer of the Corporation since November 2(
Sarnia, Ontario - Currently Chief Executive Officer of the Corpadoet
- Founder, President and CEO of Howell Data $ystkc. from
1992 to present
Michel Cote - Officer of the Corporation since May 20
Montreal, Quebec - Currently President of the Corporation
- Founder, Vice-President and General Manag@oséra Inc. from
September 1999 to May 2010.
Kevin Mills - Officer of the Corporation since Jarry 2008
Chatham, Ontario - Chief Financial Officer of the Corporation effeve February 2008.
- Accountant at the Accounting Firm Pricewatede@oopers, LLP
from September 2001 to January 2008.
Sol Korngolc - Officer of the Corporation since Jeary 2007
Toronto, Ontario - Currently Chief Operating Officer of the Corpadoat
- Director, Product Management at HDX from 200Jaouary 2007
Allen Shulma - Officer of the Corporation since August 2C
Hampstead, Quebec| - Currently Senior Vice President, Corporate Bass
Development of the Corporation
- Chief Financial Officer at Posera Inc. from f&epber 2002 to
present.

As at December 31, 2012, to the knowledge of thep@ation, the directors and officers of the
Corporation, as a group, beneficially owned, dlyedr indirectly, or exercised control or
direction over, an aggregate of 10,027,978 Commioares of the Corporation, representing
approximately 20.7% of the issued and outstandiogni@on Shares of the Corporation on that
date.

Each director holds office until the next annualetiveg of shareholders of the Corporation and
his/her election thereafter is subject to the aygirof the shareholders of the Corporation at that
meeting. New officers are appointed at the disgnetif the Board of Directors, subject to the By-

Laws of the Corporation.

Cease Trade Orders, Bankruptcies, Penalties or Sations

To the knowledge of HDX, no director or executiiBoer of the Corporation, or any shareholder
holding a sufficient number of securities of ther@wation to affect materially the control of the
Corporation, is, or within the last 10 years befitre date of this Annual Information Form was, a
director or executive officer of any issuer whiathile that person was acting in that capacity:

(a) was the subject of a cease trade or similar ordanmrder that denied the issuer access
to any exemption under securities legislation, dqueriod of more than 30 consecutive
days;

(b) was subject to an event that resulted, after trectdir or executive officer ceased to be a
director or executive officer, in the issuer bethg subject of a cease trade or similar



order or an order that denied the issuer accesanyo exemption under securities
legislation, for a period of more than 30 conse®utays; or

(c) within a year of that person ceasing to act in ttegtacity, became bankrupt, made a
proposal under any legislation relating to bankzymir insolvency or was subject to or
instituted any proceedings, arrangement or com@®mith creditors or had a receiver,
receiver-manager or trustee appointed to holdséets;

with the exception that on December 23, 2011, @Hgst International Corporation
(“Crystallex™), a reporting issuer in British Colima, Alberta, Manitoba, Ontario, Québec, Nova
Scotia and Newfoundland, obtained an order from @wario Superior Court of Justice
(Commercial List) for protection under the Compahi€reditors Arrangement Act (Canada)
(“CCAA Order”), and on December 28, 2011, obtainad order from the United States
Bankruptcy Court for the District of Delaware undénapter 15 of the U.S. Bankruptcy Code
recognizing the CCAA Order. These proceedings weramenced following the expropriation
of Crystallex’s main mining asset by the BolivariRepublic of Venezuela in 2011, and the
subsequent institution of arbitration proceedingththe World Bank's International Centre for
Settlement of Investment Disputes to seek redituitn the amount of US$3.8 billion. In March
2012, Crystallex announced that it would not ba iposition to prepare and file annual audited
financial statements and other annual disclosuceirdents, required by Canadian securities laws
in respect of the financial year ended DecembeB1]1, by March 30, 2012 and, consequently,
would be in default of its continuous disclosuring requirements under Canadian securities
laws. A temporary general cease trade order wadsén April 2012. The cease trade order
prohibited the trading of Crystallex’s securitigber than for trades made pursuant to debtor-in-
possession (DIP) financing as approved by the @n&uperior Court of Justice. Michael Brown
served as an independent director of Crystallemf@002 until June 2012, at which time he
resigned as a director and became a member ofrifstaflex advisory panel as required by the
credit agreement governing the court-approved IMBnting into which Crystallex entered in
2012.

To the knowledge of the Company, no director orcesige officer of the Corporation, or any
shareholder holding a sufficient number of seasibf the Corporation to affect materially the
control of the Corporation, has, within the lastyg@rs before the date of this Annual Information
Form, become bankrupt, made a proposal under agigldéon relating to bankruptcy or
insolvency, or become subiject to or instituted proceedings, arrangement or compromise with
creditors, or had a receiver, receiver-managetustée appointed to hold his or her assets.

This disclosure also includes any personal holdimgpanies of any of the persons referred to in
the preceding paragraphs of this section titleda%&eTrade Orders, Bankruptcies, Penalties or
Sanctions.”

Conflicts of Interest

The Corporation’s directors and officers may saswalirectors or officers of other companies or
have significant shareholdings in other companie #o the extent that such other companies
may participate in ventures in which the Corporatiay participate, such directors and officers
of the Corporation may have a conflict of interdst negotiating terms respecting such

participation. In the event that such conflictimterest arises at a meeting of the Corporation’s
directors, a director who has such a conflict guieed to disclose such conflict and abstain from
voting for or against the approval of such partitipn or such terms.



To the knowledge of the Corporation, there are rigtiag or potential conflicts of interest
between the Corporation and any director or offafethe Corporation, except as may otherwise
be disclosed herein.

Legal Proceedings

There are no outstanding material legal proceediagshich the Corporation is a party or of
which any of its properties is the subject matter, does the Corporation know of any material
threatened or contemplated proceedings against it.

Interest of Management and Others in Material Transctions

The Company recognized revenue from a company atedrby the CEO, who is also a director
of the Company, during the year ended Decembef@12, based on amounts agreed upon by
the parties, in the amounts of $60,025 (2011 - &BH, The Company recognized operating
expenses related to shared office space and engglowmd purchased products of $471,764
during the year ended December 31, 2012 (2011 5,888) from a Company controlled by the
CEO at the exchange amount based on amounts amrdsdthe parties. As at December 31,
2012, the Company has a receivable position ofl8®(December 31, 2011 - $21,066), and a
payable of $173,254 (December 31, 2011 - $60,688Rich will be settled between the related
parties in the normal course of business.

During the year ended December 31, 2012, the Coynpmaeived legal fees and disbursement
invoices totaling $63,589 (2011 - $381,685) towa faim, a partner of which is a director of the

Company. As at December 31, 2012, the Company payable position of $55,159 (December
31, 2011 - $277,747) which will be settled betwdem related parties in the normal course of
business.

Compensation of key management

Compensation awarded to key management include€ahgpany’s directors, and members of
the Executive team, which include the Chief ExemutOfficer, President, Chief Financial

Officer, Chief Operating Officer and Senior ViceeBident of Corporate Development, is as
follows:

Year ende Year ende
December 31, December 31,
2012 2011
Salaries and sh«term employee benef $ 922,38 $ 864,41
Sharebased paymer 185,69: 170,46
Total $ 1,108072 $ 1,034,883

Transfer Agents and Registrars

The transfer agent and registrar for the Corpan&icommon Shares is Equity Transfer and
Trust Company at its principal office in Torontopt@rio.



Material Contracts

Except as listed below, there are no material estgrwhich the Corporation entered into within
the most recently completed financial year or whdoh still in effect, other than contracts entered
into in the ordinary course of business:

Share Purchase Agreement.On April 23, 2010, the Corporation entered intchare purchase
agreement with the shareholders of Posera to acallirthe issued and outstanding shares of
Posera for a total purchase price (including tiseimption of debt) equal to $10.6 million.

Warrant Indenture. On April 27, 2010 the Corporation and Equity Tramsind Trust Company
entered into a warrant indenture governing theaisse of common share purchase warrants
issuable upon exercise of subscription receipts @ammon shares and common share purchase
warrants.

Convertible Debentures.On May 5, 2010, in conjunction with the finalizatiof the Posera Inc.
acquisition the Company issued convertible debestun the principal amount of US $1.96
million, which was reduced to US $1.78 million asesult of post-closing adjustments. The
debentures are convertible into Common Shares fi@riad of two years at $0.645 per Common
Share.

Business Purchase AgreementOn October 27, 2011, the Corporation entered anbusiness
purchase agreement with DirectCash Acquisition Cpygpsuant to which it sold all of the shares
of Dexit Inc. for $2 million (subject to adjustmept

Interests of Experts

The Corporation’s auditors are PricewaterhouseQsopeP, Chartered Accountants, who have
prepared an independent auditors’ report dMedch 27, 2013 in respect of the Corporation’s
consolidated financial statements as at DecembeR2@12. PricewaterhouseCoopers LLP has
advised that they are independent with respedtedorporation within the meaning of the Rules
of Professional Conduct of the Institute of ChatkeAccountants of Ontario and the rules of the
Ontario Securities Commission.

Additional Information

Incorporated by reference into this Annual InforimatForm are the financial statements of the
Corporation for the financial year-ended December, 2012 and the accompanying
management’s discussion and analysis.

Additional information relating to directors’ andffioers’ remuneration and indebtedness,
principal holders of the Corporation’s securitiesd esecurities authorized for issuance under
equity compensation plans is contained in the Gatjon’'s Management Proxy Circular for the

Corporation’s most recent annual meeting of shddehs held on June 28, 2012.

Copies of all materials incorporated by refereneeeim and additional information relating to the
Corporation may be obtained on the System for Eda@ Document Analysis and Retrieval
(SEDAR), under the Corporation’s nameywatw.sedar.com



Audit Committee Information
Audit Committee Charter

Scope and purpose of the Committee

HDX management has the primary responsibility fer tinancial reporting process. The Board
of Directors and its Audit Committee (the “Commétte is responsible for overseeing the
financial reporting process and ensuring its ciiétiib The Committee will also from time to
time assume specified responsibilities beyond tempprocess.

The Committee will review and recommend to the Boair Directors for approval the annual
audited consolidated financial statements of HDxJ d they are to be published, the quarterly
unaudited consolidated financial statements amata@ldocuments (including press releases if
applicable) before publication. The Committee wiilécuss with the independent auditors the
scope of their examination, monitor the progressthaf independent audit and ensure the
adequacy of accounting controls (which are theawsipility of management). The Committee
will review the scope, results and performancehef €orporation’s internal audit department (if

any).

The Committee will monitor, on behalf of the BoafdDirectors, the Corporation’s compliance
with security policies and developments as thewpteeto the Corporation (e.g. safeguarding
intellectual property, systems, money and othepgnty). The Committee will, from time to
time, recommend to the Board of Directors for appt@hanges in the policies related thereto.

The Committee is responsible for identifying thenpipal risks facing the Corporation and
ensuring that risk management policies and proesdare in place to mitigate these risks.

Membership

The Committee shall consist of a minimum of thr@edaors of the Corporation, including the
Chair of the Committee, all of whom are outsidediors and the majority of whom are unrelated
directors. One member will carry appropriate aditagion to be recognized as a “financial
expert”. The Chair of the Board of Directors ahd Chief Executive Officer shall receive notice
of and be entitled to attend meetings of the Comesmjtexcept in camera sessions to be held as
part of every meeting.

Duties and Responsibilities

1. The Committee shall review and recommend to thedofDirectors for approval:
(&) The annual audited consolidated financial statesaent

(b) Any quarterly reports to be issued to the sharehieldand the unaudited
consolidated financial statements contained therein

(c) Documents referencing, containing or incorporatlmg reference the annual
audited consolidated financial statements or imtefinancial results (e.qg.



(d)

(€)

(f)

@)

prospectuses, press releases with financial reanftsAnnual Information Form
— when applicable) prior to their release.

The management discussion and analysis (MD&A) &ease to shareholders
and third parties.

The recommendations of management as to the appmintor reappointment of

external auditors and the remuneration of extemalitors. If a change in

external auditors is proposed, the Committee witjuére as to the reasons for
the change, including the response of the incuméneditors.

Changes or additions to the Corporation's policgdating to security and/or
safety of prepaid funds. Annually, the Committedd veport to the Board of
Directors on the appropriateness of the policy glinés in place to administer
the Corporation’s security programs and safetyrepaid funds.

The identification of the principal risks facingetiCorporation. Annually, the
Committee will report to the Board of Directors tire appropriateness of the
risk management policies and procedures in placditigate those risks.

2. The Committee, in fulfilling its mandate, will:

(@)
(b)

()

(d)

(e)

(f)

(9)

(h)

(i)

Review the scope of the external audit, includimgfees involved.

Review factors that might impair, or be perceivedhtpair, the independence of
the external auditors. Further, it will review angn-audit service provided by
the external auditors and the fees related theestd,have the right to require
pre-approval of any such services.

Review the report of the external auditors on thaual audited consolidated
financial statements.

Review problems found in performing the audit, suab limitations or
restrictions imposed by management or situationsreshmanagement seeks a
second opinion on a significant accounting issue.

Review major positive and negative observationthefexternal auditors during
the course of the audit.

Review with management and the external auditdms, Gorporation’s major
accounting policies, including the impact of altgime accounting policies and
key management estimates and judgments that carialigtaffect the financial

results.

Review emerging accounting issues and their patenitinpact on the
Corporation’s financial reporting.

Review with management, the external auditors agédllcounsel, any litigation,
claims or other contingency, including tax assesgsjewhich could have a
material effect upon the financial position or ayigrg results of the Corporation,
and whether these matters have been appropriatetjosed in the financial
statements.

Review the conclusions reached in the evaluatiormahagement’s internal
control systems by either the internal or extemmaditors, and management’s
responses to any identified weaknesses.



() Review the scope of responsibilities and effectdgsnof the internal audit group
(if any) including internal audit reporting linesich their working relationship
with the external auditors.

(k) Review with management their approach to contrgliimd securing corporate
assets (including intellectual property) and infation systems, the adequacy of
staffing of key functions and their plans for impements.

() Review with management their approach with respedbusiness ethics and
corporate conduct.

(m) Review the expenses of the Chair of the Board oédrs and President of the
Corporation quarterly.

(n) Review with management relationships with regult@nd the accuracy and
timeliness of filing with regulatory authorities lj@n and if applicable).

(o) Monitor and make recommendations to the Board diggr‘trust arrangements”
performance to protect prepaid funds.

(p) Review annually the business continuity plans lier €Corporation.

(q) Review the annual audit plans of the internal iif)aand external auditors of the
Corporation.

( Review annually general insurance coverage of tlep&@ation to ensure
adequate protection of major corporate assets dimdubut not limited to
Directors' & Officers' and “Key Person” coverage.

(s) Perform such other duties as required by the Gntuisiness Corporations Act
and applicable securities legislation and policies.

3. The Committee may approve the engagement of ouglsissors for the Committee as
required, following notice to and approval in adeamf the expenditure by the Chair of
the Board of Directors.

Accountability

The Committee shall report to the Board of Diregtairits next regular meeting on all such action
taken since the previous report.

Meetings

1. The Committee shall meet at such times and plaséseaCommittee may determine, but
no less than four times per year. At least angutile Committee shall meet separately
with management and with the external auditors.

2. Meetings may be conducted with members presemeiison, by telephone or by video
conference facilities.

3. A resolution in writing signed by all the membefsttie Committee is valid as if it had
been passed at a meeting of the Committee.

4. The external auditors or any member of the Commitigay call a meeting of the
Committee.



5. The external auditors of the Corporation will reeeinotice of every meeting of the
Committee.

6. The internal auditors (if any) shall report qudgtep the Committee on the results of
internal audit activities and have a right of ascesthe Chair of the Committee should
the need arise.

Audit Committee Information

At December 31, 2012, the Chair of the Audit Conteaitwas Mr. D. Del Chiaro, and its other
members were Mr. M. Brown and Mr. G. Figueira.the view of the Board of Directors of the
Corporation, all three members of the Audit Comeeittvere and are independent, in that none
has a direct or indirect material relationship witie Corporation within the meaning of
Multilateral Instrument 52-110 Audit Committees (FBR-110").

The Board of Directors has determined that everynber of the Audit Committee, past and
present, is financially literate. The Board has endds determination based on the education and
breadth and depth of experience of each membaeditidit Committee.

Relevant Education and Experience

Mr. Del Chiaro has built and operated grocery stores from 198309 and was a director on

the board of the Canadian Federation of Indepen@eaters for many years, serving on the
Executive and as Chairman. Mr. Del Chiaro servadttee board of the Peoples Telephone
Company for eight years until its sale in 2006. . Bel Chiaro also served on the board of the
Agriculture Adaptation Council of Canada. Mr. D€hiaro has been involved in several
businesses and is currently developing retail coroiaeproperties in Ontario.

Mr. Brown is President of Capital Markets Advisory. Previgushe held positions with
Macquarie Bank of Australia as President and CEMa€quarie North America, and then as
Vice Chairman. Prior to that, he was a Managingtrfearwith Gordon Capital Corporation,
responsible for mining investment banking, and jgesly was head of equity research and an
analyst with Deutsche Morgan Grenfell Canada. He served as a member of the List
Committee of the Toronto Stock Exchange and aswef®or of the Exchange. He is a Chartered
Financial Analyst and registered Professional Eegjin Michael Brown is an advisor to
Crystallex International Corporation and a direcddrAfri-Can Marine Minerals Corporation
where he is Chairman of the Board.

Mr. Figueira is recently retired as the Business Unit Execufioe IBM's Retail Systems
Division for Canada and the English speaking Casdob In this position he was responsible for
IBM's sales, marketing and support teams in thesa&sa Previously he was General Manager for
Siemens Pyramid Canada and Director of Retail éfystfor NCR Canada, with similar
responsibilities as above. Mr. Figueira is culsettie President of Lawrence Park Tennis Club
and Past President of Sir Winston Churchill Parkriig Club.



External Auditor Service Fees

$000's
Types of Fees 2012 2011
Audit Fees 193 208
Audit-Related Fees - 12
Tax Fees - -
All Other Fees - -
Total 193 220

Audit Fees includes fees for professional servieaeslered by the external auditors to perform the
annual audit of the Corporation’s financial statatag quarterly review of the Corporation’s
financial statements and accounting consultatiomssrvices required by the legislation such as
comfort letters, consents, and statutory audits.

Audit-Related Fees includes fees for accountingsaltations on proposed transactions, internal
control reviews and a specified procedures surrmgndhe Company’s transition to IFRS
reporting.

Tax Fees includes fees for all services for taxg@nce, tax planning and tax advice.



