
Eyelogic Systems Inc.
Annual Management Discussion and Analysis (MD&A)

Information contained in the management discussion and analysis (“MD&A”) is presented on the same
basis as the financial statements and is presented in Canadian dollars. The document presents the views
of management as at April 9, 2014. Additional information on Eyelogic Systems Inc. (the “Company” or
“Eyelogic”) can be found on SEDAR at www.sedar.com.

Cautionary note regarding forward looking statements
The MD&A contains forward looking statements. A statement we make is forward looking when it uses
what we know today to make a statement about the future. Forward looking statements may include
words such as anticipate, believe, could, expect, intend, may, objective, plan and will. The forward
looking statements contained or incorporated by reference in this MD&A are not guarantees of future
performance and involve certain risks and uncertainties that are difficult to predict. Eyelogic cautions
readers against placing reliance on forward looking statements when making decisions, as the actual
results could differ appreciably from the opinions, plans, objectives, expectations, forecasts, estimates
and intentions expressed in such forward looking statements, due to various material factors. These
factors include, among other things, capital market activity, changes in government monetary, fiscal and
economic policies, changes in interest rates, inflation levels and general economic conditions, legislative
and regulatory developments, competition, credit ratings, scarcity of human resources and technological
environment.

Forward looking statements include, but are not limited to, statements with respect to (1) Capacity to
deliver results (2) Risk framework (3) Liquidity (4) Trade receivables and (5) Income taxes. All
statements, other than statements of historical fact, which address activities, events or developments
that we expect or anticipate will or may occur in the future, are forward looking statements. We include
forward looking statements because we believe it is important to communicate our expectations to our
investors. However, all forward looking statements are based on management’s current expectations of
future events and are subject to risk and uncertainty.

There have been no events or circumstances that have occurred during the period to which the MD&A
relates or to a period that is not yet complete that are reasonably likely to cause actual results to differ
materially from the forward looking information identified in this MD&A.

The Company does not undertake to update any forward looking statements, whether oral or written,
made by itself or on its behalf, except to the extent required by the securities regulations. The foregoing
list of factors is not exhaustive.
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The accompanying annual MD&A is prepared on a going concern basis which assumes that the
Company will continue operations for the foreseeable future and will be able to realize its assets and
discharge its liabilities and commitments in the course of normal business.

Introduction

Our Eye Care business
The Eyelogic System delivers accurate and cost effective automated refraction eye testing results using
our patented software. The System meets the ISO 13485:2003 manufacturing certification, European CE
rating, Health Canada Class II license and US Food and Drug Administration medical device licensing
requirements.

During 2012, Eyelogic entered into distribution agreements with companies in the United States and
South Korea. The US distributor is the start up phase of a remote testing business and started active
business in 2013. While progress has been slow, our US distributor has been investing heavily towards
commercial launch. The Korean distributor submitted the Eyelogic System to the Korean Food and Drug
Administration and received approval in March 2013. Our distributor has begun aggressively marketing
and selling to the Korean market.

Our main customer base is Canadian opticians and eyeglass dispensaries that use our automated system
in concert with medical practitioners to generate prescriptions. The ability of these customers to offer
in store sight testing has been proven to increase business and customer satisfaction. Since inception,
Eyelogic system users have performed over one million tests. Eyelogic also has systems in operation in
the United States, France and Italy.

Our Investment business
Starting in 2004, Eyelogic began purchasing controlling interests in private companies. The nature of the
Company’s investment in the private companies is to enable the debt securities of the companies to be
eligible for Deferred Plans. A Deferred Plan is a registered retirement savings plan, registered education
savings plan, registered retirement income fund, a locked in retirement account or a tax free savings
account. The promoters managing these investment companies use the capital raised at their own
discretion, without reliance on the management or resources of Eyelogic. Eyelogic’s management and
capital are not committed to these investment companies.

Eyelogic earns fees from each investment company for enabling these companies to raise funds from
Deferred Plans. The annual fee is generally the greater of $2,500 or 0.5% on the first $5,000,000 and
0.25% on any amount over $5,000,000 of the total capital raised by each private company from
Deferred Plans. Eyelogic’s investment in private companies do not meet the IFRS criteria for
consolidation, and as such the investments are accounted for using the equity method.

Our printing business
Greenleaf Canvas provides customer canvas printing services to consumers, professional photographers
and artists. Due to increasing competition in the industry along with diminishing margins, the company
opted to discontinue the division and was sold in Q4 2013.
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Annual Financial Results

Eyelogic is reporting basic and diluted loss of 11 cents per common share (2012 – 7 cents loss).
Revenues dropped considerably (57%), however, direct expenses decrease by a similar amount. Loss of
rental customers from regular business, resulted in a lower rental revenue for 2013. The clients stopped
renting Eyelogic systems, due to buyouts and client retirement. During the year, Greenleaf Canvas was
sold and discontinued, which resulted in a small gain from the disposal of the segment. This change in
operations did not impact the performance of the Eyelogic segment. The decline in revenues was offset
by decrease in expenses (25% in direct expenses, 10% in general expenses and 35% in depreciation). The
significant change compared to the prior year resulted from a one time impairment charge on capital
assets, investments and inventory of $97,317, $11,400 and $33,242 respectively. The impairment
charges resulted from the testing of values of older equipment as well as idle assets that were not
generating revenue in the year. Investments that were deemed to be incapable of returning the capital
were impaired. A detailed review of changes by nature is included below.

Summary of financial results
Years ended December 31,
(in thousands of dollars) 2013 2012

Variation
12 13 2011

Revenue
Eyelogic System 467 602 (22%) 834
Management service fees 113 135 (16%) 151

Total revenue 580 737 (21%) 985
Direct expenses (70) (93) (25%) (208)
General and administrative expenses (711) (789) (10%) (827)
Amortization expenses (76) (117) (35%) (17)
Impairment expenses (142) (18) 689% (22)
Other income 6 (1) 700% (5)
Income tax (expense) recovery 54 69 (22%) 60
Income from discontinuing operations 7 4 75% 19
Net loss earnings (327) (209) 56% (172)
Net loss earnings per share – Basic (0.11) (0.07) (0.06)
Net loss earnings per share – Diluted (0.11) (0.07) (0.06)

Revenue breakdown
During the years ended December 31, 2013 and 2012 Company earned its operating revenue from the
following sources:

2013 2012
Rental of equipment 48% 50%
Net management services fees 19% 18%
Equipment Sales 16% 11%
Contract support 11% 9%
Gain on used equipment sales 4% 8%
Software sales 1% 4%
Other 1% 0%

100% 100%
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Compared to the prior year, revenue derived from the rental of equipment had a slight decrease as a
percentage of total revenue. Decrease rental of equipment was mainly due to rental customers
purchasing their rental equipment rather than continue to rent from the company and retirement of
owners.

Customers can either purchase or rent the Eyelogic System. The rental program gives our customers
access to the technology without requiring capital investment. Sales and rental revenue relating to
software and equipment contribute approximately 69% (2012 – 73%) of our annual revenue.

Net management fees also decreased slightly during the year; this was expected, as Eyelogic generally
invested in companies created for a single purpose or project. As the companies complete their projects
or repay their investors as their cash flows increase, the fees earned by Eyelogic decrease.

Direct Expenses
Direct expenses decrease 25% during the year, in line with the decrease in revenue. These expenses
relate to the sales of Eyelogic System. Travel costs and installation costs decreased as there was a
decrease in service calls from out of town Eyelogic System’s customers and overall new customers.

General and Administrative
General expenses decreased 10%, as management focused on cutting costs throughout all areas of
operation.

Amortization
Amortization costs dropped 35% during the year, as there was not a significant amount of capital
property purchased.
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Comparison of financial condition at year end with previous year ends
The table summarizes the financial condition of the company at quarter end, as well as at December 31,
2012 and December 31, 2011:

In thousands of dollars
December
31, 2013

December
31, 2012

Variation 12
13

December
31, 2011

Cash 623 625 568
Accounts receivable 25 158 (84%) 290
Inventory 90 117 (23%) 98
Prepaid expenses 12 12 28
Income tax receivable 12 36 (67%) 81
Notes receivable 18
Equipment 166 372 (55%) 459
Intangible assets 19
Investments 14 26 (46%) 45

TOTAL ASSETS 942 1,346 (30%) 1,606
Accounts payable and accrued liabilities 97 92 5% 103
Rent deposits 36 40 (10%) 47
Deferred taxes 76 (100%) 110
TOTAL LIABILITIES 133 208 (36%) 260

NET ASSETS 809 1,138 (29%) 1,346
CASH DIVIDENDS DECLARED (PER
SHARE)

Fluctuations in assets and liabilities from December 31, 2012 to December 31, 2013 are attributable to
normal operations of the company.

Accounts receivable decreased significantly by 84% in 2013, as management focused on collection of
outstanding balances and wrote off uncollectible accounts.

A decrease of 55% in equipment resulted from the one time impairment charge.

Inventory decreased by 23% during the year due to a write down of the inventory value at year end.
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Fourth Quarter Financial Results

In the three months ended December 31, 2013, the company reports a comprehensive loss of $118,862,
compared to a loss of $125,138, in the same quarter in 2012. During the period, Eyelogic had
discontinued the Greenleaf Canvas division. As well, an employee departed the company with a
severance package of $51,000. The increase of expenses are related to the one time impairment
charges on capital assets, investments and inventory.

Historical quarterly results
The following table presents the quarterly results for the three month periods ended:

2013 2012
Dec 31 Sep 30 Jun 30 Mar

31
Dec 31

Sep 30 Jun 30
Mar
31

Total revenue 133 98 162 232 190 155 217 254
Total expenses 385 (193) (227) (232) (338) (211) (303) (247)
Earnings (loss)
before income taxes

(252) (95) (65) (0) (148) (56) (86) 7

Net Earnings (loss) (202) (77) (44) (4) (138) (28) (56) 13
Per share – basic &

diluted
(0.07) (0.03) (0.01) 0.00 (0.05) (0.02) (0.02) 0.00
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Outstanding Share Data

The following tables indicate the common shares and stock options issued and outstanding at April 2,
2014, December 31, 2013, and December 31, 2012.

April 9, 2014 December
31, 2013

December
31, 2012

Common Shares 3,022,471 3,022,471 3,022,453
Stock Options 15,000 15,000 15,000
Weighted average number of shares outstanding
during the period

Basic 3,022,471 3,022,471 3,022,453
Fully Diluted 3,037,471 3,037,471 3,037,453

Financial Instruments
The Company early adopted IFRS 9 Financial Instruments upon its initial IFRS conversion in 2011.

Financial instruments are classified into one of five categories:
(i) Financial assets at amortizaed cost;
(ii) Financial assets at fair value through other comprehensive income;
(iii) Financial assets at fair value through profit or loss;
(iv) Financial liabilities at amortized cost; or,
(v) Financial liabilities at fair value through profit or loss

The classification is determined at initial recognition and depends on the nature and purpose of the
financial instrument.

Financial assets at amortized cost
Instruments can only be classified as financial assets at amortized cost if they are held with the objective
to collect contractual cash flows and if the cash flows are solely payments of principal and interest on
the principal amount. Financial assets at amortized cost are initially recognized at fair value plus any
directly attributable transaction costs. Subsequently, these assets are measured at amortized cost using
the effective interest method, less any impairment losses.

Financial assets at amortized cost are comprised of accounts receivable.

Financial assets at fair value through other comprehensive income
Equity instruments that are not held for trading can be irrevocably designated to have their change in
fair value recognized through comprehensive income instead of through profit or loss. This election can
be made on individual instruments and is not required to be made for the entire class of instruments.
Attributable transaction costs are recognized in profit or loss as incurred. Financial assets at fair value
through comprehensive income are initially measured at fair value and changes therein are recognized
in comprehensive income.

The Company does not currently hold any financial assets at fair value through comprehensive income.
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Financial assets at fair value through profit or loss
All financial assets except for those placed into one of the above categories are recorded at fair value
through profit or loss. Additionally, assets that meet the requirements for financial assets at amortized
cost can optionally be designated as financial assets at fair value through profit or loss. Attributable
transaction costs are recognized in profit or loss as incurred. Financial assets at fair value through profit
or loss are initially measured at fair value and changes therein are recognized in profit or loss.

Financial assets at fair value through profit or loss are comprised of cash and cash equivalents.

Financial liabilities at amortized cost
All financial liabilities except those designated as financial liabilities at fair value through profit or loss
are recorded at amortized cost. Financial liabilities at amortized cost are initially recognized at fair value
plus any directly attributable transaction costs. Subsequently, these liabilities are measured at
amortized cost using the effective interest method.

Financial liabilities at amortized cost are comprised of accounts payable and rent deposits.

Financial liabilities at fair value through profit or loss
Certain financial liabilities that contain embedded derivatives or are part of a group of liabilities actively
managed on a fair value basis or which would cause a measurement inconsistency if they were not
accounted for at fair value can optionally be designated as financial instruments at fair value through
profit or loss. Financial liabilities at fair value through profit or loss are initially measured at fair value
and changes therein are recognized in profit or loss. Such liabilities and the reason for the designation
must be clearly disclosed in the financial statements.

The Company does not currently hold any financial liabilities at fair value through profit or loss.
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Related Parties

During the years ended December 31, 2013 and 2012, the Company entered into transactions with the
following related parties:

Exempt Experts Inc. (“Exempt”), Common management
Olympia Benefits Inc., Common management
Olympia Financial Group Inc., Common management
Olympia Trust Company, Common management
Private investment companies, Subsidiaries of Eyelogic
Target Capital Inc., Common management
Tarman Inc., Company controlled by management

Eyelogic is the controlling shareholder for a number of private companies, which pay Eyelogic a fee for
this arrangement. All amounts received under this arrangement are related party transactions. During
the year ended December 31, 2013, Eyelogic earned fees totalling $60,160 from these companies (2012
$101,892). At December 31, 2013, $7,316 of these fees were receivable from the companies

(December 31, 2012 $33,375).

Eyelogic has a royalty fee sharing arrangement with Target. As part of an agreement with Target to allow
them to offer controlling shareholder services to private companies, Eyelogic earns a royalty of 10% of
the fees collected by Target from this service. This royalty is payable for the life of the investment in the
private company, for all companies invested in up to December 31, 2010. During the year ended
December 31, 2013, Eyelogic received $55,281 under this agreement (2012 $67,148).

Eyelogic has a fee sharing arrangement with Exempt. Eyelogic earns 10% of the fees collected by Exempt
from private companies for services of controlling shareholder. Eyelogic typically invests $600 in each
private Company and receives a minimum annual fee of $2,500 per year from Exempt for each private
company. During the year ended December 31, 2013, Eyelogic received $28,000 for services rendered in
terms of this fee sharing arrangement (2012 $21,927).

During the year ended December 31, 2013, the Company paid $8,946 to Olympia Trust Company to
manage its transfer and filing obligations (2012 – $9,316). The Company paid $7,698 Olympia Benefits
Inc. to manage its private health plan (2012 – $13,576). The Company paid $5,234 to Olympia Financial
Group for operational costs of an office in downtown Calgary (2012 – $6,079). At December 31, 2013,
$814 (December 31, 2012 $719) of these amounts were payable to Olympia Trust Company, $nil
(December 31, 2012 $3,444) of these amounts were payable to Olympia Financial Group Inc. and $nil
(December 31, 2012 $nil) of these amounts were payable to Olympia Benefits Inc.

Eyelogic had an agreement with Tarman to find new investment companies. The fee for this service was
50% of the first $200,000 of management fees earned by Eyelogic per annum, and 90% of any fees in
excess of $200,000 per annum, paid for the lifetime of the investments that Tarman found for Eyelogic.
During the year ended December 31, 2013, fees totalling $30,564 were paid to Tarman for these
management services (2012 $56,169). At December 31, 2013, $6,584 of these fees were payable to
Tarman (December 31, 2012 $19,658). The Company reports the management fees received and the
management fees paid in note 10 of the financial statements. The net fees are reported as revenue in
schedule 1 of the schedules to the financial statements.
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During the year ended December 31, 2013, remuneration of $20,000 was paid to Tarman, a private
company controlled by Rick Skauge, for supplying the services of Rick Skauge as the Chief Executive
Officer (2012 $48,000). Eyelogic ceased to pay remuneration to Tarman as of June 1, 2013.

Accounting Policies & Estimates

Recent Changes in Accounting Policies
On January 1, 2013, the Company adopted new standards with respect to consolidations (IFRS 10), joint
arrangements (IFRS 11), disclosure of interests in other entities (IFRS 12) and fair value measurements
(IFRS 13). The adoption of these standards had no impact on the amounts recorded in the financial
statements as at January 1, 2013 and comparative periods.

Accounting standards issued but not yet applied

The following is an overview of accounting standard changes that the Company will be required to adopt
in future years. The Company will not adopt any of these standards before their effective dates. The
Company has evaluated the impact of the new standards and believes that its existing accounting
treatment of all items affected is compliant with the new standards. Therefore, management does not
expect any changes to the face of its financial statements; however, there may be changes to the notes
to the financial statements in order to comply with the new disclosure requirements.

IAS 32 – Financial Instruments: Presentation
IAS 32 addresses inconsistencies when applying the offsetting requirements, and is effective for annual
periods beginning on or after January 1, 2014.

Business Risks

Leadership
Eyelogic is dependent on members of its senior management and operational staff. A loss of one or
more of these individuals could adversely affect Eyelogic’s business. Eyelogic has cross trained senior
management and operational staff to assume a variety of roles within the Company to minimize the
impact of a loss of any one individual.

Financing
Rental equipment is financed in house from available working capital. A lack of financing would hinder
the ability of Eyelogic to expand its rental business. To manage this risk, Eyelogic maintains a significant
cash balance.

Regulation
The Company is subject to various laws, regulations and court decisions that may have negative effects
of the Company. The Company may also be subject to regulation in foreign countries in connection with
the sale of the Eyelogic System. Changes in the regulatory environment imposed upon the Company
could adversely affect the ability of the Company to attain its objectives. There can be no assurance that
a Government will not adopt laws or regulatory requirements that could adversely affect the Company.
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Credit risk
Credit risk arises from the Company’s trade accounts receivables. There is always a risk that a trade
customer will fail to perform its financial obligations. The Company has a significant number of
customers, which minimizes the concentration of risk. Management is committed to a policy of closely
monitoring the Company’s risk and exposure in the area of accounts receivable. At December 31, 2013,
the Company provided $963 – 4% (December 31, 2012 $62,412 – 39%) of accounts receivable as an
allowance for doubtful accounts. During the year ended December 31, 2013, the Company expensed
$34,830 (2012 $99,263) in uncollectable accounts receivable.

Foreign Exchange
Currency risk is the risk to the Company's earnings that arises from fluctuations of foreign exchange
rates and the degree of volatility of these rates. It originates mainly from:

The purchase of certain high technology precision instrumentation required in the process of
manufacture in currencies other than the Canadian dollar;
US dollar denominated invoices settled at rates that differ from the recorded rate.

The Company has not entered into any forward foreign exchange rate contracts or other financial
arrangements that mitigate the exposure to foreign currency rate fluctuations. The Company is exposed
to currency risk on its US dollar bank account.

Liquidity
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they are
due. It is management’s policy to maintain a strong current ratio. The ratio is 6.57:1 (December 31, 2012
– 8.59:1) and indicates that the Company will not have difficulties in meeting obligations associated with
financial liabilities. Furthermore, the Company has consistently presented positive cash flow from
operating activities year over year, which has helped strengthen its current ratio.

Contingent Liabilities

As described above, Eyelogic is the controlling shareholder in certain private companies. In this capacity,
Eyelogic has been included in various lawsuits against some of these companies and their management.

Eyelogic has been named as a defendant in a lawsuit relating to its investments in Diamond Key Capital,
Keystone Communities Ltd and Lake House Capital Ltd. Eyelogic is the controlling shareholder of each
entity.

Eyelogic was named as a defendant in a lawsuit relating to its investments in Airdrie Capital Corporation,
Legacy Communities Inc., Railside Capital Corp., Rocky View Capital Corp., Spruce Ridge Capital Inc. and
Stoney View Capital Inc. Eyelogic is the controlling shareholder of each entity.

Eyelogic is of the view that all claims are entirely without merit and intends to vigorously defend the
actions. All of the claims, potential claims and contingencies described above remain at an early stage
and an estimate of the loss, which might be incurred, if any, cannot be determined.
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Subsequent Events

Subsequent to year end, Eyelogic has reached a proposed settlement in the Airdrie lawsuit, which is
subject to Court approval. Subsequent to year end, the Diamond Key lawsuit was discontinued against
Eyelogic by the plaintiffs in return Eyelogic will not pay any amount to the plaintiffs.
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