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Wi2Wi
Management Discussion and Analysis

The fellowing management discussion and analysis [“MD&AY) is a review of operations, current financial position and
outlook for Wi2Wi Corporation {“Wi2Wi” or the "Company”). It is datad April 30, 2013 and shauld be read in conjunction
with the audited consolidated financial statements as at and for the year ended December 31, 2012 and 2011 and the
audited consolidated financial statements as at and for the years ended December 31, 2011, December 31, 2010, all of
which arc available on SEDAR at www.sedar.com.

It should also be read in conjunction with the Joint Management Information Circular (“IMIC”) of Wi2Wi and International
Sovereign Energy Corp (“ISE”), describing the plan of arrangement ("Arrangement”) under the Cahada Business
Corporations Act (the "Arrangement”) purseant to which Wi2wi completed the reverse takeover of ISE receiving court
approval on January 8, 2013,

The Arrangement resulted in the amalgamation of ISE and Wi2Wi to form a new public issuer under the name “Wi2wi
Corpaoration” that is carrying on Wi2Wi's current business and operations. The Company received final regulatory approval
of the Arrangement from the TSX Venture Exchange {the “TSXV"} on February 4, 2013 and commenced trading under the
syrnbol “YTY" on February 5, 2013.

Under the Arrangement, ISE acquired all of the issued and cutstanding shares of Wi2Wi by issuing to the shareholders of
the Company that number of ISE common shares representing 80% of the issued and outstanding ISE commen shares after
giving effect to the Arrangement.

ISE was historically engaged in the acquisition, exploration and production of petroleum and natural gas reserves, but had
ceased operating activities through the sale of all its operating asserts in 2011 and 2012, On dosing of the Arrangement ISE
contributed in excess of $2.0 million {Canadian dollars) of which 5300 was advanced to the Company in the form of a bridge
loan on December 12, 2012,

As a result of the Arrangement Wi2Wi is now in a position to take advantage of the benefits of the amalgamation by
accelerating its program of development, manufacture and sale of its products that is or will be used in the fast growing
connected devise marketplace, the machine to machine {M2M) market, in the industrial, medical, automotive, government
and other market segments.

The arrangement is expected to allow the Company to increase sales of its product in 2013 and beyond; improve the gross

- margins on its product through larger manufacturing runs and lower the logistics costs through larger order deliveries.

The preparation of financial staternents in compliance with IFRS requires management to make estimates and assumptions
that have an impact on the assets and liabilities reparted in the financial statements, on the disclosure of future assets and
liabilities at the date of the financial statements, as well as on reported earnings and expenses during the periods in
question. These estimates and assumptions are based on management experience and on other assumptions and
judgments that management deems ta be reasonable under the circumstances. Readers are invited to refer to Note & of the
audited financial statements for a summary of critical accounting estimates and judgments made hy the Campany.

The financial statements of the Company have been reviewed and approved by the Audit Committee and approved by the
Board of Directors. The infcr_rriation that follows has taken into account all significant events that have occurred up to April
3p, 2013, ' '
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Forward-Looking Statements

This MDE&A includes information that is forward-looking in nature, Such statements concern the future earnings of the
Company, its operations, its finoncial results and its financial condition. These forward-looking statements can be identified
through use of expressions such as “believe”, “foresee”, “anticipate”, "estimate”, “expect” and other similar types of terms
ond are based on the information avaifoble ot the time thot they were made and on the goed faith of management
according to information available ot this time. We wish to advise the reader that by their very nature, forward-looking
statements include an element of uncertainty and the actual resuits may be significontly different from the assumptions and
estimations described in the forward-looking statements. The actual results will be affected by numerous factors over which
the Cempany has no influence. Such factors are not limited to those are more fully described in the JMIC referred to above.
Consequently, we recommend against placing undue trust In such forward-looking statements since future events and actual
results may differ significantly from any forecosts. Unless otherwise stipufated under current law, the Company does not

intend to update these statements to take into account new facts or future events and it makes no undertaking to do so.

Highlights of 2011

Launched world’s smallest industrial temperature GPS Module;

launched development of world's smallest industtial-temperature WiFl & WiFi-Bluetooth 5iPs;

Major Besign Wins with the industrial temperature product family;

Completed transfer of SiP productions to Advanced Semiconductor Engineering (ASE) resuiting in fower product costs and
improved quality and reliability.

Highlights of 2012

Launched development of Dual-Band With Multiple Antenna {MIMO) advanced technology with target production release
scheduled for the second half of 2013;

Commenced shipment of samples of W2CBWO0O015, one of the world’s smallest extended industrial-temperature WiFi &
WIFi-Bluetooth Sips. Production release is scheduled for the end of the second guarter of 2012;

Completion of the development of W2CBWO0Q16, the world's smallest industrial-temperature WiFi & WiFi-Bluetooth SiP.
Production release is scheduled for the end of the third guarter of 2013

Completicn of re-building the America’s sales team and netwaork of manufacturers’ sales representatives inclusive of eight
new sales partners

GPS Products {0008 & 0084) Production line transfer from Compeq in China to Polar Twins in Malaysia Lo improve Quality &
Reliability of the Company’s products,

Major New Design Wins with Tier-1 & Key Customers, with custamers’ production orders expected in late 2013 & 2014..
Plan of Arrangement approved by shareholders of Wi2wi and ISE. See the JMIC, which is available on Sedar at

www.sedar.com for further descriptian.

During the First Quarter of 2012, the financing arrangements with Bridge Bank were discharged and [ater in 2012 were
partially replaced by funds raised under a note and warrant program. A portion of these notes were converted into equity
as more fully described in Note 15 to the Financial Statements.

Description of the Business

Wi2wi designs, manufactures and markets miniaturized embedded wireless connectivity solutions (incorporating both
hardware and software) for premium industrial/medical, smari-home/smart building and government markets worldwide.
These products and value added services provide highly integrated, multifunctional wireless sub systems for mebile
applications of all forms far maohile devises,

The company products include single and multifunctional products with 802,11, Bluetooth and GPS sub systems.

The Company does not have any manufacturing capabilities and the manufacture and assembly is outsourced to sub-
contractors.

Incorporated in 2004, the Company was largely inactive until it acquired the original equipment manufacturing (CEM)
products divistan of Actiontec Electronics in 2005.



Selected Quarterly Information — Quarters and Year ended December 31, 2012 and 2011

December December December Cecember
31, 2012 31, 2011 31, 2012 31, 2011
{3 Months) {3 Months) Year Year
{in thousands of 11.5. dollars) S S $ s
Statement of Results
Revenues E65 1518 3,262 4,930
Gross Profit 246 565 1,109 1,946
Operating Expenses
Research-and development 310 ' 340 1,166 1,047
Selling, general and administrative 847 821 3,897 2,875
Net Loss after interest and before income
taxes {1,021) {508) {4,106) (2,050}
Financial Position
December December
31, 2012 31,2011
$ $
Cash 532 525
Working Capital Deficit : {2,634) {1,399)
Total Assets 1,047 1,839
Debt 930 -
Total Lizbilities 3,658 2,190

Shareholders’ Equity Deficit $(2,611) 5(1,351)



Selected Quarterly Information

The following table presents selected quarterly finrancial data for the last eight quarters.

2012
a4 Qa3 Qz a1l
(in thousands of U.S. 5 5 5 $
. doflars) et e

Statement of Results
Revenues Ebb 358 938 801
Gross Profit 246 281 295 287
Cperating Expenses

Research and
development 310 286 297 273

Seilling, general and
administrative 847 895 1,460 ass
Net Loss before
interest and income {911) (900) (1,482) (681)
taxes

2011
Q4 a3 Q2 Qi

{in thousands of U.S. $ $ $ $
dollars)
Statement of Results
Revenues 1,518 1,245 807 1,260
Gross Profit 565 643 271 462
Qperating Expenses

Research and
development 340 - 216 254 237

Seiling, general and
administrative 821 727 569 6h8
‘Net Lass befare
interest and income {596} (295} (652} {433)

taxes




Resultis of Qperations
The audited condensed consolidated financial statements for the guarter and year endead December 31, 2012 and 2011
farm an integral part of this MD&A. All amounts are expressed in thousands of U.S. dollars.

Quarter and year ended December, 2012 as compared with the Quarter and year ended December 31, 2011

Revenue

Revenues for the quarter and year ended December 31, 2012 were 5665 and $3,262, respectively, compared to revenues
for and vear ended December 31, 2011 of $1,518 and 54,930, respectively. Revenues decreased 56% and 34% for the
quarter and year ended December 31, 2012, compared to the same perieds in 2011 primarily due to insufficient working
capital resulting in the inability by the Campany to procure an adequate and consistent supply of product, in spite of good
demand and backlog for Company’s products thraughout 2012, Previously in 2010 and 2011 the Company had successfully
used the Bridge Bank Credit Facilities as working capital ta build products.

The industry transition to newer standards, reflected in Wi2Wi new products introduced in 2012, also partly affected the
overall demand. During the year, a number of new generation products were introduced by the Company. These products
were developed and introduced in response to customer needs and have been successfully integrated into the portfolio
with further growth in 2013.

Gross Profit

Cost of revenues consists of the costs of parts, costs incurred from contract manufacturers to assemble and test the
Company’s products, as well as the direct and indirect costs incurred to manage the outsourced manufacturing and supply
chain.

Gross profits for the quarter and year ended December 31, 2012 were $246 and $1,109, respectively, compared to gross
profits for the quarter and year ended December 31, 2011 of $565 and 51,946, respectively.

Gross profits decreased by 56% and 43% for the guarter and year ended December 21, 2012, compared to the same periads
in 2011 due to lower sales volumes. The sale of certain inventory for $122 in the third quarter, which had been previously
written off, limited the decline in the margin perceniage.

Gross margins for the guarter and year ended December 31, 2012 were 37% and 34%, respectively, compared to gross
margins for the quarter and year ended December 31, 2011 of 37% and 39%, respectively. The margin variance is due to
the mix of products sold.

Research and Bevelopment Expenses
Research and development expenses consist primarily of expenses related to the design of the Company’s products and
development of prototypes.

Research and developrnent expenses for the quarter and year ended December 31, 2012 were 5310 and 51,166,
respectively, compared to research and development expenses for the quarter and year ended December 31, 2011 of 5340
and 51,047, respectively. Research and develepment expenses decreased by 9% for the quarter ended December 31, 2012
and increased by 11% for the year ended December 31, 2012, compared to the same periods in 2011. The change is the
result of staffing costs increasing year over year.

Selling, General and Administrative Expenses (SG&A)

Seiling expenses consist of sales and marketing expenses associated with efforts to market and sell the Company’s products.
General and administrative expenses consist of expenses for administrative persannel, professional {ees, insurance and
other corporate expenses. Included in SG&A for the year ended December 31, 2012 were certain costs related to the Plan of
Arrangement. : '



SG&A expenses for the guarter and year ended December 31, 2012 were 5847 and 53,897, respectively, compared to SG&A
expenses for the quarter and year ended December 31, 2011 of $821 and $2,875, respectively. SG&A expenses increased
by 3% for the quarter ended December 31, 2012 and increased 36% for the year ended December 31, 2012, compared to
the same periods of 2011, The changes in the guarter and year ended December 31, 2012 were due principally to lepal and
accounling fees associated with the Arrangement and higher stock compensation expenses.

Stock compensation expenses increased $17 for the quarter ended December 31, 2012 compared to 546 for the quarter
ended December 31, 2011. - Stock compensation expense was 5576 for the year ended December 31, 2012 compared with
$135 for the year ended December 31, 2011. The changes are due principally to new options issued as well as the effect of
the amendment to the Stack Cption Plan, approved in May 2012, extending the expiration term on options by three years
to a total of 10 vears, and to the extension of the exercise period for vested options of certain former employees and board
members. See Note 15 of the audited financial statements for the year ended December 31, 2012.

Interest Expense

Interest expense for the quarter and year ended December 31, 2012 were 5110 and $152, respectively, compared to
interest expense for the quarter and year ended December 31, 2011 of $12 and 574, respectively. The increase in interest
expense for the guarter and year ended Decermnber 31, 2012 was due to the costs related to the senior bridge loans and due
to the amortization of the fair value for warrants that had been issued. See Note 12 of the audited financial staterents for
the year ended December 31, 2012 for further explanation of interest expense related to warrants issued.

Liquidity and Capital Resources

As of December 31, 2012, the Company had cash of $32 compared to $25 as of December 31, 2011, The Company had a net
working capital deficit and total shareholders’ deficit of $2,634 and 52,611 respectively as of December 31, 2012 compared
to deficits of §1,399 and §1,351 as of December 31, 2011,

Since the Campany is not generating positive cash flow from operations, it manages capital by budgeting for its working
capital needs, and securing debt and equity financing in order to fund its operations.

Thraugh December 31, 2012, 51,155 has been received under a senior bridge loan offering which commenced in May 2012,
Although the senior bridge loans were not originally convertible into common shares, as a condition of closing the reverse
takeover (the RTO transaction) of International Sovereign Energy Corp (“ISEY), the Toronto Stock Exchange Venture
Exchange required that a minimum of 5500 of promissory notes issued pursuant to the Senier Bridge Loan Facility had to be
converted into Wi2Wi Commaon Shares at a price of $0.10 per share. Holders of $525 of the senior bridge loans converted
their notes into 5,250,000 common shares of the Company on December 19, 2012,

During the year 6,000,000 shares were issued related to proceeds of 5600 reccived in prior periods. As mentioned ahove, a
further 5,250,000 shares were issued an conversion of Senior Bridge Loans of $525. 250,000 shares were issued as broker
fees related to equity fundraising efforts. A further 3,000,000 shares were issued on exercising stock options for proceeds
of $168. In addition, the Class C Preferred shares were converted into 139,600 common shares of the company.

In order to salisfy certain working capital reguirements prescribed by the TSXV, two directors of the Company provided
‘secured interest bearing loans of $500 {Canadian dollars) by way of promissory notes, bearing interest at the rate of $10%.
These transactions were completed in fanuary 2013.

The applization of the going concern basis is dependent on the continued support of the sharchelders and ultimately on the
Company’s ability to generate future profitable operations. The Company will continue to be dependent on additional
financing in the future until such time as the Company becomes profitable. See Risk Factors that the Company could face in
the JMIC available on SEDAR at www sedar.com.

‘Operating Activities
Far the year ended December 31, 2012, operating activities used cash of 52,761 compared to cash used of $1,625 for the
year ended December 31, 2011. The increase in cash used of $1,136 was due to the following factors:



+ anincrease in the net loss of 2,056, partially offset by non-~cash items of $701; and
+ A net inflow of working capital components of $644, due principally to changes in accounts receivable, inventory,
deferred inventory, accounts payable to related parties and accrued liabilities.

Investmeant Activities

Cash flow related to investment activities consisted of expenditures for property and equipment in both the year ended
December 21, 2012 and Decemnber 31, 2011, The Company is not capital intensive as the capital expenditures were $16 for
the year ended December 31, 2012 and $35 for the year ended December 31, 2011

Financing Activities

Cash proceeds from financing activities were $2,784 in the year ended December 31, 2012 compared to 51,654 in the year
ended December 31, 2011. The primary financing activities in the year ended December 31, 2012 compared to the year
ended December 31, 2011 were as follows:

s  Proceeds from common stock issues of $1,490 in the year;

*  Stock options exercised for proceeds of $168;

e offset by a reduction in net bank borrowings of $329 compared to an reduction of 5226 in the previous year, and
proceeds from the senior bridge loan offering of $1,155 in the year ended December 31, 2012; and

s 1pan of 5300 provided by ISE prior to completion of the Plan of Arrangement.

Off Balance Sheet Arrangements
There were no off balance sheet transactions entered into during the period, nor are there any outstanding as of the date of
this MD&A.

Related Party Transactions

One of the Company’s directors is a senior partner of Norton Rose Canada LLP {formerly Ogilvy Renault LLP). The Company
has used Norton Rose Canada for legal services and advice in the past and continues to use Morton Rose Canada LEP for
such services. The Company incurred expenses of $203 and $33 in the three-months ended December 31, 2012 and 2011,
respectively and $828 and $92 in the yvear ended December 31, 2012 and 2011, respectively. The Company owed Norton
Rose Canada LLP $1,124 and 5510 as of December 31, 2012 and December 31, 2011, respectively.

Subsequent to December 31, 2012 the Comypany incurred additional expenses of $160 and owed Norton Rose Canada LLP
$1,034. As a condition of closing of the Arrangement, 5500 payable to Norton Rose will be deferred until the earlier of 14
months from the closing date or completion of financing equal to or greater than $2,000. Such deferred amounts will bear
interest at 10% per annurm.

The Company has incurred expenses related to travel by a director of $22 and $53 in the three months ended December 31,
2012 and 2011, respectively and 577 and 554 in the year ended December 31, 2012 and 2011, respectively. The Company
has accrued payables of $115 and $54 due ta the director as of December 31, 2012 and December 31, 2011, respectively,

An employee of a company that is managed by a director of WiZWi was granted options to purchase 100,000 shares at fair
value in September 2011 for accounting services provided. These options are exercisable at a price of $0.10 per common
share. The option vests over twenty four months.

Application of Critical Accounting Estimates

The significant accounting policies used by the Company and critical accounting estimates and judgements made by the
Company are disclosed in Notes 4 and G to the audited consolidated financial staterments for the years ended December 31,
2012 and 2011. Certain accouriting policies require that management make appropriate decisions with respect to the
formulation of estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses.
The emergence of new information and changed circumstance may result in actual results or changes to estimate amounts
that differ materizlly from current estimates. The following discussion identifies the critical accounting policies and
practices of the Company and helps assess the likelihcod of materially different results being reported.



Inventories

Inventories are recorded at the lower of average cost or net realizable value. As a supplier of system in package (SiP) and
madular products, inventary cost consists of amounts paid to the Company’s contract manufacturers for product that is
drop shipped to customers or shipped to the Company's location in San Jose. Charges for excess and obsolete inventory are
recorded based on inventory age, shipment history and forecasted demand. The markets that the Company serves can be
volatile and actual resuits may vary from the Company's forecast or other assumptions, potentially impacting the
Company’s inventory valuatian and resulting in material effects on its gross margin.

The Company sells product directly to end customers as well as through distributors, Inventary at distributor locations is
reported as deferred inventory costs and is recognized as cost of goods sold ance the distributors have sold the product to a
third party.

Praduct Warranty

The Company offers a standard one-year product replacement warranty. The Company assesses the level and materiality of
return material authorizations and determines whether it is appropriate to accrue for estimated returns of defective
products at the time revenue is recognized. On occasion, management may determine to accept product returns beyond
the standard one-year warranty period. In those instances, the Company accrues for the estimated cost at the time the
decision to accept the return is made. As a consequence of the Company’s standardized manufacturing processes and
product testing procedures, returns of defective product are infrequent and the quantities have not heen significant.
Accordingly, historical warranty costs have not been material. Actual clgim costs may differ from management’s estimates.

Property and Equipment

Property, plant and equipment are stated at cost, Depreciation and amortization are computed using the straight line
method over estimated useful Hves of three years for compuier equipment and software and leased furniture and fixtures,
and five years for machinery and equipment and non-leased office furniture and fixtures. Fixed assets under a capital lease
are being amortized straight line over the estimated lower of the lease term or useful life of the asset. Useful lives and
amortization methods are reviewed annually.

Impoirment of Non-financiol Assets

In accordance with AS 36, impairment of Assets, non-financial assets to be held and used by the Company are reviewed for
possible impairment whenever events or changes in circumstances indicate that the carrying amount ef an asset may not be
recoverable. If changes in circumstances indicate that the carrying amount of an asset that an entity expects to hold and use
may not be recoverable, the Company must estimate the difference between the carrying amount of the asset and the fair
value. If the discounted value of the future cash flows is less than the carrying amount of the asset, impairment is
recoghized. Impairment charges can be subseguently reversed if the value changes. No impairment charges have been
recorded for any of the pericds presented.

Financial Instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument to another entity. All financial instruments are initially measured at fair value. Subsequent measurement is then
based on the financial instruments being classified into one of five categories: fair value through prefit and loss [FVTPL],
held to maturity, leans and receivables, available for sale and other liabilities. The Company has designated its financial
instruments into the following categories applying the indicated measurament methods:

Financial Instrument Category Measurement Method
Cash Loans and receivahles Fair value
Accounts receivable Laans and receivables Fair value
Accounts payable and accrued lizhilities Other liabilities Amortized cast
Bank borrowings ' Other liahilities Amartized cost
Senior bridge loans ' Other liabilities Amortized cost

Convertible notes ohligation Cther liahilities Amortized cost



Warrant liability FVYTPL Fair value

Leans and receivables are initially recognized at the fair value and subseguently carried at amortized cost using the effective
interest rate method, less provision for impairment. The Company will assess at each reporting pericd whether a financial
asset is impaired. An impairment loss, if any, is included in the Statement of Loss. Impairment provisions are recognized
when there is objective evidence (such as significant financial difficulties on the part of the counterparty or default or
significant delay in payment) that the Company will be unable to collect all of the amounts due under the terms receivable.
The amount of such a provision is calculated as the difference between the net carrying amount and the present value of
the future expected cash flows associgted with the impaired receivable. For trade recelvables, which are reported on a net
basis, such provisions are recorded in a separate allowance account with the loss being recognized within selling, general
and administrative expenses in the Consolidated Statements of Loss and Comprehensive Loss. On confirmation that the
trade receivable will not be collectahle, the gross carrying value of the asset is written off against the associated allowance.

Cther liabilities are measured at fair value on initial recognition, net of transaction costs and subsequently at amortized cast
using the effective interest rate methaod.

Financial instruments classified as FYTPL are measured at fair value on initial recognition and are subject to remeasurement
at each balance sheet date with any changes in fair value being recognized in the Consolidated Statements of Loss and
Comprehensive Loss.

Unless otherwise noted, it is management's opinian that the Company is not expased to significant interest, currency or
credit risks arising from these financial instruments.

Income Taxes

The Company accounts for income taxes under 145 12, income Taxes, which requires an asset and Fability approach to
recording deferred taxes. Deferred tax assets and liabilities are recognized for the deferred tax consequences attributable
1o differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax
bases and operating loss and tax credit carry forwards. Deferred ax assets and ligbilities are measured using substantively
enacted tax rates expected to apply to taxable income in the years in which those temporary differences are expected to he
recovered or settled. A valuation allowance is recorded to reduce deferred tax assets when it is probable that a tax benefit
will not be realized. The effect on deferred tax assets and labilities of a change in tax rates is recognized in incame in the
period that includes the substantive enactment date.

Management periodically reviews the Company’s pravision for income taxes and valuation aflowance to determine whether
the overall tax estimates are reasonable. When management performs its assessments, it may be determined that an
adjustment is required. These adjustments, if required, may have a material impact on the Company’s financial position and
results of operations.

Foralgn Currency Translation

The Company’'s presentation currency is the US dellar. The functional currency af the Company's self-sustaining foreign
subsidiary, Wi2wi Inc., is its local currency of U.S. dollars. The functional currency of the Company’'s parent company,
Wi2Wi Corporation, is U.S. dollars.

There were no gains or losses arising from transactions denominated in currencies other than the functional currency for
the three months and the year ended December 31, 2012 and 2011.

Revenue Recagnition

The Company generates revenue through direct sales to its customers, as well as through distributors. In accordance with
IAS 18, Revenue, the Company recognizes revenue when the following fundamental criteria are met: (i) the significant risks
and rewards of ownership of the goods have transferred to the buyer; (if) the Company retains neither continuing
managerial invalvement to the degree usually associated with ownership nor effective control over the goods sold; {ill) the
amount of revenue can be measured reliably; {iv} it is probahle that the economic benefits associated with the transaction
will flow to the Company; and (v) the costs incurred or to be incurred in respect of the transaction can be measured reliabiy.



The Company also sells product to distributers. The Company does not recognize revenue until its distributors have sold the
product to a third party, and the right of return or far price protection has lapsed.

Research and Development

Pursuant to 1AS 38, intangible Assets, research costs are expensed and development costs are capitalized as an asset if
certain criteria are satisfied. The development costs incurred in the three months and vear ended December 31, 2012 and
2011, respectively, did not satisfy the criteria and therefore were expensed.

Share-Based Payments

The Company has a stock option plan and issues stock options to directors, employees and other service providers, This fair
value of options granted is measured at the grant date, using the Black-Scholes optian pricing maodel, and is recognized over
the vesting period, based on the hest available estimate of the number of share options expected to vest. Estimates are
subsequently revised if there is any indication that the number of share options expected to vest differs from previous
estimates. All share-based remuneration is ultimately recognized as an expense in the Consolidated Statement of Loss and
Comprehensive Loss with a corresponding credit to contributed surplus. Upon exercise of share options, the proceeds
received net of any directly attributable transaction cests and the amount originally credited to contributad surplus are
aliocated to share capital. Where equity instruments are granted to persons other than employees, the consolidated
statement of comprehensive loss is charged with the fair value of goods and services received.

Compensation costs attributable to stock options granted are measured at fair value at the date of grant and are expensed
over the vesting period, using a graded vesting schedule, with a corresponding increase in contributed surplus.

IFRS

In May 2011, the IASB released the following new standards: IFRS 10, “Consolidated Financial Statements”, IFRS 11, "Joint
Arrangements”, IFRS 12, “Disclosures of Interests in Other Entities” and EFRS 13, “Fair Value Measurement”. Each of these
standards is to be adopted for fiscal years beginning January 1, 2012 with earlier adoption permitted. A brief description of
each new standard follows below:

i. IFRS 10, “Consolidated Financial Statements” supersedes 1AS 27, “Consolidation and Separate Financial Statements” and
§1C-12, “Consalidation — Special Purpose Entities”. This standard provides a single model to ke applied in control analysis for
alt investees including special purpose entities.

f. IFRS 11, “Joint Arrangements” divides joint arrangements into two types, joint operations and joint ventures, each with
their own accounting model. Al joint arrangements are required to be reassessed on transition to IFRS 11 to determine
their type to apply the appropriate accounting.

ili. IFRS 12, “Disclosure of Interests in Other Entities” combines in a single standard the disclosure requirements for
suhsidiaries, associates and joint arrangements as well as uncansalidated structured entities.

iv. IFRS 13, “Fair Value Measurement” defines fair value, establishes a framawork for measuring fair value and sets out
disclosure requirements for fair value measurements, This standard defines fair value as the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date.

ISR is currently analyzing the expected impact, if any, that the adoption of each of these standards will have on its
Consolidated Financial Statements. :

The Company has prepared the financial infarmation contained in this discussion and analysis in accordance with IFRS.
Reference is also made to net loss, operating margin, earnings before interest and income taxes. The calculations of these

measures can be found embedded in the MD&A,

The Company uses these non-IFRS measures as a henchmark measurement of its own cperating results. We consider these
nen-iFRS measures to he a meaningful supplement to net earnings. We also helieve these nan-IFRS measures are commonly
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used by securities analysts, investors and other interested parties to evaluate our financial performance. While these non-
IFRS measures have been disclosed herein to permit a more complete comparative analysis of the Company’s aperating
performance, readers are cautioned that these non- IFRS measures as reported by the Company may not be comparable in
=ll instances to non-IFRS measures as reported by other companies.

Net loss before interest and income taxes does not represent cash generated from operations as defined by IFRS andit is not
necessarily indicative of cash available to fund cash needs. Furthermore, loss before interest and income taxes does not
reflect the impact of a number of items that affect the net loss. Earnings before interest and income taxes are not a measure
of financial performance under IFRS, and should not be considered as an alternative 1o measures of performance under IFRS.

The glossary of financial terms is as follows:
« Net Loss: Revenue - cost of sales - operating expenses
¢ Margin: Gross Profit/ revenue
= Nel cash used in Operating Activities: Net Loss +/- items not affecting cash (please see consolidated statement of
cash flows)

DISCLOSURE CONTROLS AND PROCEDURES

The Company's Chief Executive Officer ("CEQ”) and its Chief Financial Officer {“CFO”) are responsible far establishing and
maintaining the Campany’s disclosure controls and procedures. Cur disclasure controls are designed to provide reasonahle
assurance that information required to be disclosed by the Company is recorded, processed, summarized and reported
within the time periods specified under Canadian securities laws, and include controls and procedures that are designed to
ensure that information is accumulated and communicated to management, including the CED and CFQ, to allaw timely
decisions regarding reguired disclosure. The CEO and CFO, after evaluating the effectiveness of the Company’s disclosure
cantrols and procedures as at December 31, 2012, have concluded that the Company's disclosure controls are adeguate and
effective to ensure that material information relating to the Company and its subsidiaries would have been known to them.

MANAGEMENT’S REPORT ON INTERNAL CONTROL QVER FINANCIAL REPORTING

The Company’s management is responsible for establishing and maintzining adequate internal control over financial
reporting. The Company’s internal control over financial reparting includes thase policies and procedures that: {i} pertain to
the maintenance of records that, in reasanable detail, accurately and fairly reflect the transactions and dispesitions of the
Company's assets; (i} provide reasonable assurance that transactions are recorded appropriately to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that our receipts and expenditures are
being made only in accordance with autharization of our management and directors; and (ili) provide reasonable assurance
regarding prevention or timely detection of unautharized acquisition or use or disposition of cur assets that could have a
material effect on the financial statements. Based on their evaluation, the CEO and CFO have concluded that, as at December
31, 2012, the Cempany’s internal contret over financial reporting is effective in providing reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes is in accordance with
Internaticnal Financial Reporting Standards as issued by the International Accounting Standards Board.

There were no changes in internal control over financial reporting that occurred during the Campany’s most recent year that
have materially affected, or are reasonably likely to materially affect, the Company’s internai control aver financial reporting

Management’s Responsibility for Financial Reporting

The consolidated financial statements and management’s discussion and analysis of operations contained in this MD&A are
the responsibility of the Company’s management. To fulfill this responsibility, the Company maintains a system of internal
contrals to ensure that it's reporting practices and accounting and administrative procedures are appropriate and provide
assurance that relevant and reliable financial infarmation is produced. The consolidated financial statements have bean
prepared in conformity with International Financial Reparting Standards and, where approptiate, reflect estimates based on
management's best judgment in the circumstances. The financial information presented throughout this MD&A is consistent
with the information contained in the consolidated financial statements.

BDO USA, LLP, the independent auditor appointed by the shareholders in 2012, have audited the consoclidated financial
statements in accordance with Canadian generally accepted auditing standards to enable them to express to the
sharehaolders their opinion on the consolidated financial statements. Their independent auditor's report is set out in the
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Financial Statements at December 31, 2012. The consolidated financial statements have been further examined by the Board
of Directors and by its Audit Committee, which meets regularly with the auditors and management to review the activities of

each. The Audit Committee, which is comprised of three independent directars, who are not officers of the Company, reports
to the Board of Directors.

Risk Factors

The Risk factors that the Company could face are more fully described in the IMIC avaitable on SEDAR at www.sedar.com,
Various risk factors are also described in comments made in this MD&A.

Subseguent Events
On fanuary §, 2013, the Plan of Arrangement received final Court Approval.

On February 4, 2013, the Amalgamated Company received TSXV approval and commenced trading on February 5, 2013
under the symbol YTY.
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