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PROFILE

Alaris is a Canadian company based in Calgary, Alberta. Wefemed dauity

financing to private businesses across North America using an innovative structure
which fills a niche in the private capital markets. ThigroMddangs capital to

successful businesses, which are in need of capital, but are unwilling to compromise
the current state of their equity ownership and operational control of the business.

Alaris Royalty Corp. trades on the Toronto Stock Exchanbeeundery mb o | AADO.

OBJECTIVE & STRATEGY

Alaris is dedicated to creatingdomgvalue for its shareholders.

We provide capital to-wel] profitable private companies in exchange for a monthly
preferred equitgtiibution. Eke distributions to Alaresetfor12 monthand
adjusted annually based ofi thko i presailts of our private company partners
( A P a r. Alariecreatds Jeiegm partnerships with companies that have a proven
track record of stability and profitability in varying ecoitions. Rartners
are mostlglosely held businesses that usapital for growth, generational
transfers, partial liquidity, management or private equity partner buyouts, or a
combination of the aforementiétoedghrivate companies witbmional results,
where giving up traditional common equity would be far too expensive, we believe
that Al arisdé preferred equity represents the
private capital market.

Our goal is to continue to diversify aabs@our revenue streams bggdd

select few new Partneach year in addition to providingoioldapital to our

existingPartners. Within our current revenue streams we aim to generate organic
growth of-8% per year.
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PRESI DENT0S MESSAGE

Alaris had another record year of financial results in 2016 with revenue, EBITDA and net cash from opeedings per share inc
to altime highs. Our diversified revenue atrdamique offering to private companies continues to deliver the benefits to both
our shareholders and our private company partners envisioned when the company was founded 13 years ago. During the ye
had our sixth, seventh and eighth exit estatdy Mid those events crystalize outstanding returns for Alaris, they also serve as
valuable case studies for entrepreneurs that are deciding between Alaris and other financing alternatives in an increasingly
competitive industry.

Financially, our quamy is in a strong position. Coming off of a year in which revenue and EBITDA per share went up by 12.7%
14.3% respectively, Alaris has ample room on our balance sheet to deploy capital without coming to the equity markets for s
time. Our dividerainains secure and our expectation is that our payout ratio will continue to drop throughout the year with
expected resolutions on KMH and Group SM, as well as th
capital deployment will adsdribute to the point where we hope to continue our track record of dividend increases.

2016 and the early stages of 2017 have seen a noticeable increase in the competitiveness within the private company financ
industry. As investors look for hegbers than what have been found in conventional areas, hundreds of billions of dollars have
moved into the private equity and mezzanine dendpickmar ket
the right spots for capigglloyment. Alaris has several innovative features that help us stand out in a crowded marketplace, wh
will continue to allow us to grow without changing our risk or return expectations. Based on our pipelinaref transactions tha
signed to exclusibeit not binding letters of intent, we expect active deployment over the coming months.

As we say goodbye to 2016 and tremendous partners in LifeMark, SoledtavdiendeMabk forward to another very

successful year in 2017. Adding Sandlvideite, Matisia and ccComm in the last twelve months has allowed us to keep
growing and we expect another fruitful year of capital deployment both with adding new partners, as welltas continuing to fur
growth of our current partners.

Yours try|

Steve King
President and CEO
Alaris Royalty Corp.



BENEFITS TO SHAREHOLDERS & OWNERS

Benefits to Shareholders The Five Pillars to the Optimal Dividend
Liquidty

Low Volatility
of Cash Flows

Visibility
of Cash Flows

Diversification
of Revenue
Streams

for Shareholder:

Growth
in Cash Flow Pe

Al ari so
distributions are:

Abased on tdne
performance and pa
in priority to other
equity

Acovered by a cash
flow buffer and
protective covenants

Apaid monthly
providing monthly ca
returns veeturns on
an exit

Avolatility reducing
collars on >80% of
current distributions

p

AAlaris adjusts its
distributions from
Partner 6s
for 12 months

AFinancial health of
Partners is monitore
closely each month

AThe Corporatiorshg
relatively low SG&A
expenses relative to
profitability which ha
proven the scalability
of the model

AcCurrently have 16
sources of revenue

ALongterm goal is to
have no single reuer
source>10% of total
revenue

AAverage daily tradi
volumes prie
adequate liquidity fo
shareholders

AHistoric organic
growth in Partner
revenues of 1% to 5
per year

AAdd to cash flow p
share through
accretive capital
deployments

AHistoric growth led
10 consecutive
dividend increases
since April 2010

Benefits to RisinessOwners

NonVoting Preferred Equity

Tax Efficient

Lower Participation in Grow

LongTerm Capital Partner

Allows the entrepreneur to continue to run their successful bus
minimal interference by Alaris

Alaris does not require an exit

This allows the entreprenewcts fon loAgrm goals rather than sk
term goals of its equity sponsor

The distributions paid to Alaris are essentataptbey lower the tax
income of remaining partners

Alaris reduces its jz#phation in the growth of the business through
of collars on its distribution and by basing the performance m
organic change in the business versus total growth

Alaris vs Other Sources of @pital: Whybusiness ownershoose Alaris?
Debt

‘ Alaris

Traditional Private Equi

Operating Control V None V None A Needs control
Time Horizon A 3i 5 years V Indefinite A 3i 6 years
Growth Participation V Minimal V Capped A Full carry
Future Funding A Maxes out V Unlimited A Maxes out
Dilution A Warrants V Preferred Shares A Common equity




PARTNER CRITERIA

Old Economy Business V  Required services or products in mature industries
V  Businesses with a risk of obsolescence or a declining asset
not a good fit

Track Record of Free Cddhw V  Alaris looks at historical free cash flow to predict sustainabil
distribution

V  More free cash flow is required if a business displays more
cash flows

Low Levels of Debt and Capital V Debt levels can yamongst our Partners depending on indug

typically a business must have low levels of debt in its capit
V If a business requires excessive capital expenditures to ma
current cash flow it is likely not a candidate for Alaris

Expenditure Requirements

Managment Continuity V  Alaris does not manage the business of its Partners, therefq
on the ownership group/management team to continue to ry
business

V Alaris invests in compani efg

wants to stay in and grmtead of exiting

OUR PERFORMANCE

Dividend History and Sustainability

1 Current dividend per share of $0.135 per month ($1.62 annual)

1 Alaris has paid over 100 consecutive monthly dividends since Nov 2008 totaling more than $11.00 per share anc
millon gross.

1 10 consecutive dividend increases 201taling 93% gross increase.

1 5year CAGR of 10%

Annualized Dividend History

® 0 XD N e e e X
W@ @ P @



OUR PERFORMANCE CONT NUED e

Total Returnsto Alaris Shareholders

The chart belaisplays thetal return on investing $1f@both shares of AlantheS&P TSX Comjite$ndeX t he Al nde x
onDecember 31, 20Whjch includes reinvesting dividends for both at eachA®aapit seem | nvest ment i n A
wouldhave outperformed adatins Index over that time peiSbdhreholders that have Alkelid sharesince December 31,

2011have realized a total retasaymingiddends receivegre reinvesiedf73% based on the closing price on December 31
2016versus d8% return from the Indessgmingdividensireceived wereinvestd. On sharngrice alone, Shareholders have

realized 83.206 return as of December 3B d@0their Comm8hares purchased December 21, 2011 versus a 27.9% increase
in the I ndexds v allu2dledlaris realizeth satdtal retarne sheretfi@dds apdehasirealided positive

returns to shareholder in 4 of the last 5 years as can be seen in the table below.

$240
$220
$200
$180
$160
$140
$120
$100
$80
Dec 31-11 Dec31-12 Dec31-13 Dec31-14 Dec31-15 Dec 31-16
—&— Alaris Total Return $100 $138 $182 $225 $159 $173
—#— SPTSX Composite Total Return$100 $107 $121 $133 $123 $148
Annual Total Returns 2012 2013 2014 2015 2016
Alaris Royalty Corp. 38.3% 31.7% 23.3% -29.1% 8.8%
S&P TSX Composite Index 7.1% 12.7% 105% -8.1% 20.7%
Note: the above data was based on the closing shaone

as well as the value of the Index during those same time periods. It also includes the reémdsstawived dioid both Ala
and the Index during the same time periods.

ReturnsFrom Exits of Investments$o Date

V  Alaris has generated $189 million i —
0
total returns (86 A)) on partners that Years Capita Distributions Exit Capite Total % tota

have either U U] smillions CAD Invested  Investec Receive( Receivel Returr Returr IRR 9
ceased operations.
V | RR6 s ErsthatrepRrahased

LifeMark 113 $ (67.5)% 518 $ 1234 % 107.7 159% 29%

MediChair 6.8 (6.5) 6.4 10.0 9.9 152% 23%
Al ariso units ar@&echh a 4oangeeoPf &y % 350 171 63% 22%
479412 Killick 4.0 (41.3) 22.7 44.7 26.1 63% 20%
V  The monthly distribution Alaris receis@svave 5.8 (42.5) 31.4 445 334 78% 17%
from its Partnervmst® ensuroes AMdsar i 80 i S192 8.7 47% 47%
getting a return on investment from 8§’ 09 (15.0) 08 - (142)  -95%  -95%

1, rather than on an exit event. ThiSotals from exits $ (2182)$ 1342 $ 2725$ 1885 86%

greatly reduces the inventrrisk.

(1) MAHC repurchased Alarisd units after 1 yeeit Thisresultadintarn IRRgmuchmighern a d d |
than what is expected. Returns are in Canadian dollar. In US atallaetiermsas 53%.

(2) SHS went into receivership in December 2013, therefore no exit capital was received



OUR PERFORMANCE CONT NUEDé

Capital Deployed since 2011

2011 2012 2013 2014 2015 2016

Track Record of Per Share Growth

5 year CAGR 17% 5 year CAGR 20% 5 year CAGR 19% 5 year CAGR 10%
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PRIVATE COMPANY PARTNER SUMMARIES

Alars has approximatély%oof its fair value of investmetiSibhased companies

1 Of the 30% of fair value of investments in Canadian companies, 7% of the companies generate the majority of their r
in Western Canada, 15% to Eastern Canada and 8étatlerna

1 Alaris has historically been weighted to healthcare. However, today, 35% of invested dollars are exposed to busil
professional services, 34% to industrials, 22% to health care and only 9% to consumer discretionary

9 Approximately 80% af deals Alaris looks at are domiciled in the United States

% Fair Value of Investments By Country

Canadian Investments - % exposure geograhically

H\West Can. mEastCan. ®Intemational

(W= EGIE
30%

Investment by Industry %

m Healthcare
m Consumer discretionary
H Industrials

I Business/Prof. services




Agility Health

Business Description

Industry:

Capital Invested:

Distribution collar:
Year end:
Website:

Partner since:

Annualized Distribution:

Agility is a leading healthcare provider in the United States devoted to the rehabil
physical injuries and conditigibty operates a tisthte network of outpatient rehabil
clinics and provides contracted services to hospitals, nursing homes and other ins
providing care and treatment for ortheetdid disorders, spoetated injuries, preventg
care, ehabilitation of injured workers, and a variety of other injuries and condition
Agility provides a number of ancillary services related to physical rehabilitation, in
management software systems and custom orthogi¢deaRiiliperates outpatient or
rehabilitation locations in 17 states. Agility contract therapy services business provi
services to hospitals and inpatient rehabilitation units, nursing-teomesriofagilities 3
other ervice locations in 9 stadgdlity's customers are individual's payers as well as
from third party's such as insurance companies or physicians. Agility will continug
the aging U.S. population, the increasing popularigabtha@ngpy services as a first
treatment option and the increased insurance coverage made available by the affg

Healthcar®hysiotherajynd Occupational Therapy Services
Total US$2@1nillion(3 tranies)

US$3.0million

NA

December 31

www.agilityhealth.com

December 2012

ccComm

Business Description:

Industry:

Capital Invested:

Annualized Distribution:

Distribution collar:
Year end:
Website:

Partner since:

With headquarters in Federal Way, Washington, C&C Communftat@mshDds a Spr
retaileoffering mobile solutions and accessories across the Spricg@tatforis commit
to providing Sprint shoppers superior customer service. ccComm has grown tg
locations throughout Washington, Orddmimon@a, Texas and Wiad employs over 2
peopleEstablished in 2007 by Robert and Larry Culp, ccComm pravidiesa Siesppin
experience.

Telecommunications
US$4.0nllion
USS$0.8nllian

+- 6%

Decembedl
abwx.net

December 2016




DNT

Business Description:

Industry:

Capital Invested:
Annualizedistribution:
Distribution collar:
Year end:

Website:

Partner since:

DNT was founded in 2009 and specializes in turnkey civil construction service
commercial and muniapal marketsServices include; excavation, the installation of]
dry utilities such as electrical, gas, sewage and water as well as paving and the bui
walls. DNT has strong functional capabilities and believes it is tn@yanlitsoorp mark|
capable of providing these turnkey infrastructure solutions to its customers. With
Austin, Texas, DNT employs over 650 people during peak season and is one of th
providers of its kind in thermstrket while also holding significant market share in S
These markets are attractive, fast growing and have diverse economies with
employers including healthcare, government, technology and education. Both
Antmio have strong employment rates and significant job growth at rates abov
average. These, among other factors, have placed both markets as amongst the n
commercial and residential developtnerds.t o mer s o f eDphibliody stradd
commercial and residential real estate developers, regional commercial and resids
developers and municipal governments.

Industrial€ivil Construction Services

USH70.00million
US11.2million
++6%

December 31
www.dntconstruction.com

June 2015

End of the Roll

Business Description:

Industry:

Capital Invested:

Annualized Distribution:

Distribution collar:
Year end:
Website:

Partner since:

End of the Roll is Canada's largest dedicated flooring retailer R&lhdva$ thcorporate
1990 and began offering franchise locations in 1994. The discount renovation mg
stable compared to the new home market due to the nature of the purchase and tf
average sal€urrently, End of tRell collects franchise royalties from over 50 fral
nationwiddznd of the Roll targets "budget minded" customers who prefer to purch
quantities and coordinate private installation in order to save on the costs of usi
retailer.

Consumer DiscretionBigcount flooring
$7.20million

$1.24nillion

NA

April 30

www.endoftheroll.com

May 2005

10



Federal Resouces

Business Description:

Industry:

Capital Invested:
Annualized Distribution:
Distribution collar:

Year end:

Website:

Partner since:

Founded in 1986 and employing over 150 people, Federal Resources is a Marylar]
valueadded provider of mission critical products and solutions to defense, first respog
security and maritime end Usetsral Resources is a leading provider of detection and
equipment to first line responders dealing with chemical, biological, radiologica
explosive (ACBRNEO) threats, as wel |l

Federal Resources management believes that the CBRNE product category is or
growth product categories in the defense procurement budget with potential
representing the most widely anticipated global threat for the neXudidyeas of Fede
Resources include all branches of the US military, various municipal agencies, f
airports and various other private and governmental agencies.

Industrial®igribution
USE53.50million(2 tranches)
US$8.3@illion

++ 6%

December 31
www.federalresources.com

June 2015

Kimco

Business Description:

Industry:

Capital Invesd:
Annualized Distribution:
Distribution collar:

Year end:

Website:

Partner since:

Kimco and its predecessor companies have been puteidiagerb commercial janit
services throughout the United States since thi€id@o0's a significant sized service p
in a highly fragmented industry, which is estimated by Kimco management to ge
billion in annual salesénthited States. Kimco is one of only a small group of busine
industry that operates on a national scale. Services are provided in three busir
commercial/retail, hospitality aumderlang
term contracts (generally 1 to 3 yeiansp services more than 375 customers, which
size from mdlitication national customers to regional single site customers.

Industrial€ommercial Janitorial Services
US$34.2million(2 tranches)
US$5.14million

+£ 6%

December 31

wwwkimcoserv.com

June 2014

11



KMH

Business Description:

Industry:

Capital Invested:
Annualizedistribution:
Distribution collar:
Year end:

Website:

Partner since:

KMH is a Canadiaased privately held Inealte service provider with operations in Can
the United States. KMH has grown from a single facility in 1988 to become on
provider of Nuclear Cardiology Imaging services iKidHthee.1dinics: Qin Canada an
8inthe Unied St at es. KMH&6s services incl
Tomography (PET), and Magnetic Resonance Imaging (MRI) diagnostic servid
practice management solutions by KMH further enhance patient care by préwi
specialist consultations and treatment. Patients are referred by physicians, insura
employers and other third party service providers.

Healthcar®iagnostic imaging

$54.80million(5 tranches)

$0p

NA

December 31

www.kmhlabs.com

May 2010

(1)KMH is n@xpected to pay Alaris a distribution in 201iitekldsggo exit the investment in 2017

Labstat

Business Descriptn:

Industry:

Capital Invested:

Annualized Distribution:

Distribution collar:
Year end:
Website:

Partner since:

Located in Kitchener, Ontario, Labstat was established in 1976 and has grown tg
the largest independent third party tobacco testing companies in the world suppg
testing and research. Labstat tests all forms of tahstsdanmiading cigarettes (mains
and side stream tobacco smoke), whole tobacco, snus and smokeless tobacce
tobacco products such as electronic cigarettes. Labstat has carried out hundreds g
projects and wrote and vatidlaé majorityf the sanctioned tobacco smoke testing met
Canada; the first country to implement tobacco regulation. These testing me
considered to be the worldwide model for tobacco testing regulation. The senior m
of Labstat is comprised of industry recognized scientists and technical staff, who ¢
over 120 years of experience in the industry. Labstat employs between 130 and 14
peak business. Labstat provides tobacco chemistigotogl ttesting services for tol
manufacturers, governments, and public and private entities alike. Labstat is a glol
customers in North America, Europe, South America, New Zealand and Asia.

Industrial&:aboratory testisgrvices

$47.20million(2 tranches)

$7.00milliortH

+- 6%

December 31

www.labstat.com

June 2012

(1) see MD&A for distribution details. Alaigigarup to $7.5 million in.2017

12



LMS Reinforcing Steel Group

Business Description:

Industry:

Capital Invested:
Annualized Distribution:
Distribuion collar:

Year end:

Website:

Partner since:

LMS is Western Canada's leading concrete reinforcing steel (rebar) fabricator a
providing post tensioning, trucking and crane services. Asardinsiaiéer, LMS has
advantage of having low fixed costs and fixed assets, which allows the company,
during various negative economic scenarios as it can adjust its labour force to m
level.LMS fabricates and irstatincrete reinforcing rebar and post tensioning se
construction projects primarily in British Columbia, Alberta, Saskatchewan, and Ma
recent expansion into California. Project types include; (i) Infrastruetiglet@iiojesisit
water treatment plants, tunnels, hydro facilities and bridge decks; (ii) Comntegtialqd
office space, aquatic centers or airport terminals; (iii) Reigidergtatevelopments; ang
Institutional university residces, hospitals and community centers. LMS has (
employees during peak season.

Industrials and MaterRé&har fabrication & installation
$6000million(4tranches)

$4.® million

NA

December 31

www.Imsgroup.ca

April 2007

Matisia

Business Description:

Industry:

Capital Invested:
Annualized Distribution:
Distribution collar:

Year end:

Website:

Partner since:

Matisia is a Seattle, Washington based management consulting firm that provides
local, customized consulting solatiooss six primary service lines: Business Intg
Business Transformation, Enterprise Resource Planning, Project and Product Man
Communication and Organizational Change Management. Founded in 200¢
developed a passionaterkplace culture with over 200 experienced consultants
services to a blend of Bhip, Fortune 500 companies across a diverse set of industt
expects continued growth in the Seattle region, one of the fastest growing &k
coupled with growth opportunities from its newly opened office in Minneapolis. M
recognized as one of thefagtesbo wi ng consul ting fir ms
top workplaces.

Management Consulting
US$18nillion

US$2. million

+- 6%

December 31
www.matisia.com

October 2016
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PF Growth Partners

Business Description:

Industry:

Capital Invested:

Distribution ollar:
Year end:
Website:

Partner since:

Annualized Distribution:

PFGP is a franchisee of PRitredss® and was founded in 2008 by Victor and Lynne
Bricks and their management team anespesdted operators in the fitness industry a
over 30 years of experience as owner/operators of fithess clubs on an individuaitd
affiliates, PFGP operates dvditriess clubs in Maryland, Tennessee, Florida and W
DC andWashingtoBStateand has area development agreements ("ADA's") to op€g
additional Planet Fitness® clubs in those same States. PFGP imsgnosvarie of the
3 largest necorporate affiliated franchisees in the Planet Fitness® system and werg
of over 190 franchisees and over 850 Planet Fitness® clubs) the 2013 Franchisee
Developer of the Year for opdr@ngdst clubs in a single year and the 2014 Brand H
Review winner for having the highest rated clubs in the company according to q
conducted by Planet Fitness® Corporate. PFGP has its head office in Timonium,
outsie of Baltimore, MD where it employs over 20 people. PFGP has a very repeats
and scalable business model and intends to continue to open new clubs in 2016
currently employs over 450 individuals company wide. Customdigiduzledehich wan
exercise in the Judgment Free Zone® that Planet Fitness provides.

Consumer Discretiondigalth & Fitness Clubs
US$40.0million(2 tranches)

US$6.3million

++5%

December 31

NA

November 201

Providence Industries

Business Description:

Industry:

Capital Invested:

Annualized Distribution:

Distribution collar:
Year end:
Website:

Partner since:

Providence is a leading provider of design, engineering, development, manufactur
services for international appamepanies and retailers. The Company utilizes its
global network of sourcing and manufacturing partners to pexldee galuieing excelle)
to customer s, combined with rapid sp
expetise and focus on innovation enables customers to remain at the forefront of €
trends. The Company has an experi-eowg
which is supported by a talented workforce of over 300 empligerse fans to conti
to grow with current customers and add new customers that complement its cu
sourcing bases. The Company was founded in 2006 and is headquartered in Long

Industrial®pparel Design, Engiitepand Sourcing Services

US$30.0million
US$4.5million
+/-5%

December 31
www.mydyer.com
Apri016
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Sandbox

Business Description:

Industry:

Capital Invested:

Distribution collar:
Year end:
Website:

Partner since:

Annualized Distribution:

Sandboxisakkta ng advertising and marketing

in Chicago, Kansas City, Indianapolis, Des Moines, Santa Monica, New Y dBaaddoH
offers a wide range of marketing and advertising services inclidintprétesitegy an
planning, creative development for all media and digital strategy solutions includin
analytics for clients in a variety of industries within the US and Canada. Sandbox
proven results and is owned and mandggtlyexperienced advertising profession
global experience. The company plans to continue to acquire and combine reg
communication companies that would complement the entire organization throl
clients and industyiskill sets and expert&andbox focuses on serving business to b
clients primarily in highly specialized industries such as life sciences, agricultur
services.

Business Servic€slill Service Marketing and AdvertigingyA

US$22.0llion
US$3.3million
+- 6%

December 31
www.sandboxww.com

March 2016

SCR

Business Description:

Industry:

Capital Invested:

Distribution collar:
Year end:
Website:

Partner since:

Annualized Distribution:

SCR has been providing mining sémvibesNorthern Ontario region sinceSCR4ffers
wide variety of surface and subsurface mining, construction, electrical and mech
SCR is known for their expertise and ability to install, construct, maintain, and reca
and most economical solution for a mining project. The company employs ovel
workers during peak tifhlas. company works with largenatigthal mining companies ag
as junior producers alike, on a contractual basis.

Industals:Mining services

$40.00million
$5.66million
+/- 6%

December 31
WWW.Scrmines.com

May 2013
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Sequel Yout and Family Services

Business Descrin: Sequel is a privately owned company founded in 1999 which develops and operal
people (mainly youth) with behavioral, emotional, or physical challenges. Seque
continuum of treatment options for children, adolesedntts.altd treatment options ing
longterm residential treatment,-&rontimpact programs, shelter care, therapeutic groy
therapeutic foster care, comnbasied services,-iame services, alternative edud
programs and psychia&sidential treatment facilities. Sequel's populations include
youth, children with autism, and children, adolescents and adults with physical disa
substance abuse, emotional, or conduct disorders. Sequel oper@esim Béstes clie
from over 36 states and regions. Sequel has an employee base of over 3,300 fi
employees. Sequels customers range from various levels of U.S. Federal and St
well as government sponsored insuranaepragd private pay individuals.

Industry: Healthcar®&ehavioral and mental health services
Capital Invested: US$73.5aillion(2 tranches)

Annualized Distribution: US$12.2#illion

Distribution collar: +L5%

Year end: June 30

Website: www.sequelythservices.com

Partner since: July 2013

S.M. Group International

Business Description:  SMi is a privately owned company founded in 1972 which specializes in the delivg
scientific, engineering and IT solutions dedicated to theldmegs, @&rrgy, energy effici¢
environment, industry, infrastructure, natural resources, power, security, telecom
materials testingctive in more than 30 countries, SMi has over 1,200 professionals @
who are dedicatedi@ivering innovative and fully integrated s8Miigmevides its servi
to a broad scope of clients including local corporations, multinationals, institutig
government bodies at every level, including state owned enterprises.

Industy: Industrial€ngineering and construction services
Capital Invested: $40.50million(3 tranches)

Annualized Distribution: $6.00million

Distribution collar: +£ 6%

Year end: December 31

Website: Www.groupesm.com

Partner since: November 2013

Parner since: December 2010

Note:Please refer to the Annliaformation Form dated March 317 for more information on Private Company
Partners, including, without limitation, how the annualized distribution is calculated.
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FINANCIAL HIGHLIGHTS

Full Year 2016Highlights (compared to the prior year)
20.8%increase in revenue from Partners to $100.0 million
22.1%ncrease in Normalized EBITDA to $87.2 million
31.3%ncrease in net cash from operating activities to $73.3 million

9.9%increase in dividenshid to $58.8 million

Per Share Items (compare to prior year)
12.7%ncrease in revenue from Partners to $2.75
14.3%ncrease in Normalized EBITDA to $2.40
23.2%mncrease in net cash from operating activities to $2.02

3.2%increase in annual divided &2 from $1.58
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MANAGEMENT DISCUSSION AND ANALYSIS
Fortheyear ended December 31, 2016
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MANAGEMENT DISCUSSION AND ANALYSIS

This management 6s MD&x usbbuohdahbd atha Hudittdossolidedfipanamlc t i on
statements for the years ended De@&In46 anbDecember31 2015 f or AAlagis i ¢ Cdipoigta). iy Cor
The financial statements of the Corporation have been prepared in accordance with Internationmaj BitaawaiciedsReporti
(Al FRSO0) as issued by the International Accountlarng St a
amounts in the MD&A have been rounded to the nearest thousan@edaitotatimr amounts in the MD&Adwawve

rounded to the nearest thousands of dollars.

This MD&A contains forlaanking statements that are not historical in nature and involve risks and uncerfaiokies, Forward
statements are not guar ant eedhere arsinherent difficudtiesthqregicting futlre esults.s
Accordingly, actual results could differ materially from those expressed or impli¢dakiniestateraehts. See "Forward

Looking Statements" for a discussion of the riskstieaaarthassumptions relating to those statements. Some of the factors
that could cause results or events to differ from current expectations include, but are not limited to, timeléaciRiskdescribed
and Uncertainty". This MD&A also refetainoncaiFRS measures, including EBITDA, Normalized EBITDA, Earnings Coverage
Ratio, Contracted EBITDA, Annualized Payout Ratio, and Per Share values as well as certain financial cow@nants defined
assi st i n assessi pgformance. Ti:dernms &BIEDA, Normdlized EBITBA, EarningslCoverage Ratio,
Contracted EBI TDA, Annual i ze dcNonFFRY MeadurésRa niso wea hd aBerc e §|
covenants as defined below are financial measures gs&tD&Athhat are not standard measures under IFRS. The
Corporationés me tlRREMeagures may ldiffeu flom thé meghods hsed bW ather issuers. Therefore, the
Cor por ad4FR® measuresNmay not be comparable to similar measuwds@eés by ot her i ssuer
Operationso for a reconciliation of EBI TDA and Nor mal i

EBITD#Aefers to earnings determined in accordance with IFRS, before depreciation and amortization, net of gain or loss on ¢
of caital assets, interest expense and income tax expense. EBITDA is used by management and many investors to deterr
ability of an issuer to generate cash from operations. Management believes EBITDA is a useful supplemental measure fro
todetermie t he Corporationés ability to generate cash avail
and dividends.

Normalized EBITDAfers to EBITDA excluding items that -aeeurdng in nature and is calculated by aftjustory

recurring expenses and gains to EBITDA. Managementigmemgemdo be unusual and/or infredieemgthat the
Corporation incurs outside aoitamon dag-day operationBor theperiod ended December 31,, 2B&6gain on the
redemption of théfeMark, Solowave and MAHCthaitsmpairment of the KMH units, the write off of the interest on the KMH
promissory notes, dinge penalties and fees related to the CRA G8ifl sluglitinrealized foreign exchange gains and losses
areconsidered by management to bequoming charges. Adjusting for thesscaoing items allows management to assess
EBITDA from ongoing operations.

Earnings CoverageRatie f er s t o EBI TDA of a Par t neumofdebssendcand (interesd b e |
and principal)pfundechaintenance capital expenditures and distributions to Alaris.

Per Sharealues, other than earnings per share, refer to the related financial statement caption as defined under IFRS or 1
term aslefined herein, divided by the weighted average basic shares outstanding for the period

Fixed Charge Coverage Raters to EBITDA divided by the sum of capital expenditures, interest, jreodame taxes
dividends.

Contracted EBITDAfers to EBITD@ the previous twelve months excluding proceeds from any disposition afidhvestments
any distributions accrued and not relmgiviadiuding all projected contracted payments from new investmehte for the twe
month period following the investatent

Annualized Payout Ratiénnualized Payout Ratiorefé&ydta r i sd t ot al annualized divi de]
the next twelve months divided by the estimated net cash from operating activities per shargehlarieaspetts to
same twelwaonth period (after gieiifigct to the impact of all information disclosed as of the date of this report).

Actual Payout Rati&cc t u a | Payout Ratio refers to Al ari sédvdedt al ca
by the actual net cash from operating activities Alaris generated for the period.

Tangible Net Worthe f er s t o the sum of sharehol dersdéd equity | ess

TheNoh FRS measures should only be ufinendial statemens, rexcerpiscot whiohnare avaitaile t h
below, and annual audited statements, complete versions of both statements are available on SEDAR at www.sedar.com.



Management Discussion and Analysis (cor

OVERVIEW

The Corporation earns its revenues by providing capital to private b(sinesski Rrivai Caripdny RPartder afin d

coll ecPRaitnere) yi nhhex@hange for r oy alDistiibatisns )pr efcern ved dins tr ei
payments that are contractually agreed to between the Cataetidtrisate Company Partner. These payments are set for
twelve months at a time and adjusted annually ba&sed on
gross margin, same st ame 0s ceplewasyoer tha Goopordtienr hasslimitad demeral afidt o
administrative expenses witaurtgen employees.

RESULTS OBPERATIONS

Year Ended December 20]16Compared to Year Ended Decembe2(Bil5

Year Ended December 31, 2016

Revenueer share $2.75 $2.44 12.7%
Normalized EBITDA per share $2.40 $2.10 14.3%
Net cash from operating activities per share $2.02 $1.64 23.2%
Dividends per share $1.62 $1.57 3.5%
Basic earnings per share $1.83 $1.70 7.6%
Fully diluted earnings per share $1.81 $1.68 7.7%
Wei ghted average basic s 36,336 33,960

The Corporation had another successful year in 2016, deploying over $108 million CAD contributed to thrdbayew partners in
Acquisitions, LLC and Sandbox Adveltiging,( c o | | e c t US$22 imilion)iRBiaonHbldimys, &LC, operating as
Providence 1 ndUS$30emi I(IAiPo o) i a@piBkhdion) and tevo fallbwdn dorfiirMwtions te i a «
current Partners: US$4.35 millontoanlaf at e of LMS Li mited Partnership (ALNMN
Resources Supply Company (fAiFeder al Resourceso). yFol | owi
l nc. (ASalaris W&EAdPN ¢ ontCr&iCb wWCtoeammuu$®datimons LLC (fAccC
results in its key performance metrics with increases in each of revenue, Normalized EBITDA, net cash from operatiol
dividends, on a per share basis for the yeabersletier 31, 2016 (the Corporation used Normalized EBITDA rather than
EBITDA to back out theaamh foreign exchange gains and losses, gains and losses on the redemption or sale of the Corporati
financial interest in partners no longer witamdlar@yecurring items including impairment of preferred units, bad debts and
penalties and fees).

Net Cash from operating activities per share increased by 23.2%. Net Cash from operating activities wasdsi8.3 million con
$58.8 million in dividepdid during the year ending December 31, 2016, an actual payout ratio of 80.3%. This includes the im
of distributions from Partners that were not received in the current year but that are expected to be pambimithie next twelve
of $11.2 millig8M, Labstat, SCR and Agility).

Based on unaudited information to be confirmed by audits of each Partner, the Corporation experienced organic growth
Partners with weighted average net annual performance metric resets for 2016 intireasinh2A9y, amhésh is expected
to result in increases to our existing revenue base for 2017.

Revenues from Partners for the year ended December 31, 2016 totaled $100.0 million (including $11.2 mitlion in revenue
for SM, SCR, Agility and the Labstapi $1 million of the $2.1 million sweep has already been collected with the remaining
due in April 2017) compared to $82.8 million in the prior year period. The increase of 20.8% is a resedt &ftirexddition of n
and follow on contribstigiear over year performance metric adjustments from each of the Partners as described below, part
of fset for redemptions by Partners in 2015 andiv&& 16 as
Company PartnerUpgad f or more information on the individual Par
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Management Discussion and Analysis (cor

Year ended Year ended
December December % Change Comment

Partner Revenue

(0008s) 315016 31,2015

Sequel LLC $ 15,937 $ 14,796 +7.7% Same program sales increase July 1/16

DNT 13,921 8,017 +73.6%  Contribution closed June 2015

Federal Resources 10,122 4,653 +117.5% Contribution closed June 2015, additional contribution April 2016

Planet Fithess 8,250 7,207 +14.5%  +5% same club sales increase Jan 1/16, additional $5M contributi
I\H/“e(;ﬁtrl]acn;r(; 7958 i +100.0% Contribution closed Dec 2015, redeemed in Dec 2016

Group SM 6,377 6,703 -4.9% 6% reduction in reset in January 2016

Labstat 5,500 5,575 1.3% Increase in taxes and capex decreased the cash sweep marginall
Solowve 5,160 6,490 -20.5% Redemption of all units in September 2016

LMS 4,653 4,168 +11.7% (23(;(1)25 profd% Jan 1/16, additional contribution of $4.35M USD in
Providence 4,420 - +100.0% Contribution closed April 2016

Agility Health 4,074 4,076 -0.0% Same clinic sak3s0% offset by strengthening USD

Sandbox 3,507 - +100.0% Contribution closed March 2016

SCR 3,008 6,400 53.0%  Pause in distributions beginning June 2016

Kimco 2,816 6,007 53.1% Gross revenu@% Jan 1/16,stopped monthly adeiyal 2016

End of the Roll 1,219 1,177 +3.5% Increase in in same store sales May 1/16

Matisia 835 - +100.0% Contribution closed October 2016

LifeMark Health 730 4,197 -82.6% Redeemed in Jan 2016

KMH - 1,890 -100.0% No payments accrued in 2016

Killck - 538 -100.0% Redeemed in Jan 2015

Subtotal $ 98,486 $ 81,895 +20.3%

Interest 1,556 952 +63.50p Interest on promissory notes, Group SM increased notional outsta
Total $ 100,042 $ 82,846 +20.8%

Finance costs of $5,881,981 in the peri8d@.b#réigher compared to $3,205,244 in the prior year period. During the year endec
December 31, 2016, the Corporation started with $77 million drawn on the credit facility and drew downtto fund contribt
Sandbox, Providence and Matisia, whicltia#lg pffset by the redemptions of LifeMark, SolowaydlanticMIdhe higher

average debt outstanding resulted in an increase in finance costs.

Salaries and benefits were $3,360,999 in the period up 19.1% compared to $2,822,45%®notheTpedngezage is due
to a higher number of total employees as base salaries remain unchanged.

For the year ending December 31, 2016, the Corporation recastiedtoudnbased compensation expenses totaling
$4,368,640 (204%3,535,268) whichuded: $3,245,830 to amortize the fair value of the Corporation's restricted share unit pla
(t he 0RSU-$2B40:B886Dand $1,222,818 to recognize the fair value of outstanding stock $ihti@ds3@2)15

The increase in Amash stock bad compensation expenses compared to the prior year period was due to new options and RS
i ssued in the past eighteen months in accordance with
in the third quarter of 2015 (paoy gue to the departure of a member of the management team in Q2 2015.

Corporate and office expenses were $3,296,509 compared to $2,849,447 in the prior year and include office rent, tra
corporate administrative expenses. The 15.7% increade wastsiassociated with a higher total number of employees.

Legal and Accounting fees were $2,512,724 compared to $2,262,792 in the prior year, an 11.0% increase was due higher ac
and legal fees as a result of the KMH process and dueodiigaessec@ted to transactions that did not close.

The Corporation recorded earnings of $66.5 million, EBITDA of $92.3 million and Normalized EBITDA of $87.1 million for
ended December 31, 2016 compared to earnings of $57.9 million, EBfiiAroasdNormalized EBITDA of $71.4 million

for the year ended December 31, 2015. The 22.1% increase in Normalized EBITDA is a result of the additien of three new
in the past twelve months: Sandbox (March 2016), Providence (Apvia28is]Camober 2016) and follow on investments

to Federal Resources, and LMS, offset by the redemptions for LifeMark (March 2016), Solowave (September 2016) anc
(December 2016).
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Management Discussion and Analysis (cor

Feeanellzon o WEtree e (B 2B bi ‘ Year ended Decenrt&dl, 2014 Year ended December 31, 2

(thousands)
Earnings $ 66,553 $ 57,861
Adjustments to Net Income:
Amortization and depreciation 279 203
Finance costs 5,882 3,205
Income tax expense 19,589 14,315
EBITDA 92,303 75,585
Normalizing Adjustments
Gain on disposal of investment (20,271) (2,792)
Foreign exchange los#ijga 5,030 (25,446
Impairment of Preferred Units 7,000 20,460
Bad Debt Expense 2,442 3,570
Penalties and Fees 656 -
Normalized EBITDA $ 87,16C $ 71377

Normalizing adjustments in the current period includes $20.3 million of gains on redempiiBré rlilfiela8olowave

$1.6 million and MAHC $0.1 million) during the year ended December 31, 2016. The current year resulisentlofled the imp
t he KMH, LP (AKMHO) wunit s -offof b&ddebOrelated o KMHbdistridutioms mnd eraatlowancei n
for Kimco loagrm receivable. The Corporation recorded a $3.5 million realized gain ($4.1 nsfliom 204b3eghtb an

unrealized (n@ash) gain on foreign exchange contracts of $4.6 million compared to an unrealized loss of $3.8 million in the
year period as the value of the USD decreased slightly from December 31, 2015, increasiket thaluneaok ttvenf@rward

contracts. The Corporation also had an unreatzashjrioss of $13.1 million compared to an unrealized gain of $33.4 million in
the prior year period due to the impact of the change in the US exchange rate froad CeteDbeedber 31, 2016 on the

USD | oan t o t heanedOSs sphsidiaryt USaandnsinatedhdebk dngd/the Federal Resources loan receivable.

A portion of the $29.5 million of cash held at December 31, 2016 was used to satisfyattesl divideoendser 2016 (paid
January 15, 2017). Additionally, approximately #B.5 mil

The Corporation has recorded a $4.9 million deferred tax asset and a $22.5 millabilitefenritdl bakalihce sheet. The $4.9
million asset reflects investment tax credits that will be utilized in future years. The deferred incotsethaxflimdity reflec
income tax impact inherentintheeCarpd onés assets and | iabilities.

Quarte Ended December 31, 2016 Compared to Quarter Ended December 31, 2015

Three Months Ended December 31 2015 9% Change
Revenue per share $0.75 $0.64 +17.2%
Normalized EBITDA per share $0.69 $0.56 +23.2%
Net cash from operating activities per share $0.86 $0.64 +34.4%
Dividends per share $0.405  $0.405 +0.0%
Basic earnings per share $0.60 $0.57 +5.3%
Fully diluted earnings per share $0.59 $0.57 +3.5%
Weighted average bas 36,365 36,116

Net cash from operatintivities of $0.86 per share was an increase of 34.4% compared to Q4 2015. The increase is a resu
additional revenue recognized on the MAHC redemption, a realized foreign exchange gain on US denominated debt and th
of income tax receivabigidends paid were $0.405 per share during three months ended December 31, 2016, an actual pa;
ratio of 47.2% in the quarter.

Revenues from Partners for the three months ended December 31, 2016 totaled $27.3 million (including $1.6 million in |
accrued for SM and $0.5 million for the Labstat sweep) compared to $23.0 million in the three months ended December 3
The increase of 18.6% compared to the prior period is a result of new Partners added in the past twelve etonths as well .
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int ease in the performance metric adjustments from eac!t
Updateo for more information on the individual Partner.

Quarter endec Quarter ened
December 31 December 31 % Change Comment

Partner Revenue

(O &) 2016 2015

MidAtlantic o - .

HealthCare $ 5,982 $ +100.0% Contribution closed Dec 2015 and redemption in Dec 2016
Sequel LLC 4,085 3,939 +3.7% Same program sales increase July 1/16

DNT 3,505 3,504 +0.0% Difference due to FX

Fedeal Resources 2,621 2,344 +11.8% Additional $6.9M contribution in April 2016

Planet Fitness 2,077 1,989 +4.4% +5% same club sales increase Jan 1/16, additional $5M contributig
Group SM 1,594 1,600 -0.4% 6% reduction in reset on Jan 1/16

Provdence 1,502 - +100.0% Contribution closed April 2016

LMS 1,188 1,056 +12.5% (236225 profd% Jan 1/16, additional contribution of $4.35M USD in M
Labstat 1,025 1,075 -4.7% Pause in distributions beginning June 2016

Agility Health 1,021 1,060 -3.7% Same clinic sak8s0%, distributions restarted in Oct 2016
Sandbox 1,100 - +100.0% Contribution closed March 2015

Matisia 835 - +100.0% Contribution closed Sept 2016

End of the Roll 293 284 +3.1% Increase in in same store sales May 1/16

Solowave - 1,623 -100.0% Redemption of all units in September 2016

SCR - 1,600 -100.0% Pause in distributions beginning June 2016

Kimco - 1,572 -100.0% Stopped monthly accrual July 1, 2016

LifeMark Health - 1,00 -100.0% Redeemed in Jan 2016

Subtotal $ 26,829 $22,716 +18.1%

Interest 430 274 +57.0% Interest on promissory notes, Smi increased notional outstanding
Total $ 27,259 $ 22,990 +18.6%

Finance costs were $1,483,151 compared to $852,95Gr iyetaie the 73.9% increase was due to a larger amount of debt
outstanding in 2016.

Salaries and benefits were $600,073 in the period up 18.5% compared to $506,441 in the prior year periotb The increase |
a higher number of total employeebdhaomntparable period.

In the three months ending December 31, 2016 the Corporation easirdddckdmased compensation expenses totaling
$470,816 (2015$888,881) which included: $498,558 to amortize the fair value of the Corporatianés uagtptiadthe
ARSU Pl #545500)an2 Gegative $27,741 to recognize the fair value of outstanding stoe&312i686) 2016
lower stock based compensation is a result of a member of the management team leavingQHde ZDdrporasiolting in
forfeited options and RSUOGs.

Corporate and office expenses were $644,445 compared to $611,405 in the prior year and include office amnt, travel and c
administrative expenses. The 5.4% increase was due to increaséohacimisistsabciated with a higher total number of
employees.

Legal and Accounting fees were $599,711 compared to $744,599 in the prior year, a 19.5% decrease was due mostly |
corporate costs in 2016 and 2015 had higher due diligence codismnttrahgsere not completed.

Deferred income taxes for the three months ended December 31, 2016 were $3.7 million compared to $7.6 million for tf
months ended December 31, 2015 as a result of the future tax impact in our tax basis of our partners

The Corporation recorded earnings of $21.7 million, EBITDA of $28.5 million and Normalized EBITDA of i&24.9 million for t
months ended December 31, 2016 compared to earnings of $20.6 million, EBITDA of $25.4 million and Normalized EBITDA
million for the three months ended December 31, 2015. The 23.2% increase in Normalized EBITDA is a neswit of the additic
Partners in the past twelve months: MAHC (December 2015), Sandbox (March 2016), Providence (April 2016), Matisia (Se
20¥), follow on investments to two partners and an additional two years of distributions received on the MAHC redemptior
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were partially offset by the redemptions for LifeMark (March 2016) and Solowave (September 2016) and MAHC (Decemb
and lowedistributions from Kimco and SCR in 2016.

Reconciliation of Net Income to EBITDA Three Months Ended Three Months Ended
(thousands) December 31, 2016 December 31, 2015
Earnings $21,724 $ 20,550
Adjustments to Net Income:

Amortization and asgpation 71 63

Finance costs 1,483 853

Income tax expense 5.249 3.925
EBITDA 28,527 25,391
Normalizing Adjustments

Gain on disposal of investment (94) )

Unrealized foreign exchange loss/(gain) (5.078) (5.153)

Bad Debt Expense 1,589 i
Normalized EBITDA $ 24,944 $ 20,237

Normalizing adjustments include gains on the redemption of the MAHC units in December totalling $0.1 mitifon and an allo
$1.6 million reldtto the Kimco laiegm receivable. The Corporation recorded a $5.2 million realized gain ($1.8 million realize
loss in 2014) and an unrealizeecéshi loss on foreign exchange contracts of $0.4 million compared to a loss of $0.5 million
the prioyear period as the value of the USD decreased slightly from December 31, 2015, increasing the mark to market v
the forward contracts. The Corporation also had an unreedigeidaimnof $0.2 million compared to a gain of $7.7 million in

the pior year period due to the impact of the change in the US exchange rate from December 31, 2015 to December 31, 2
the USD | oan t o-ovwnbddJS Subsidiarg, Ja demominaded debt hnol thé Rederal Resources loan receivable

PRNATECOMRNYPARTNERJPDATE

TheCor porationébés interest in each of the Partneteresstconsi s
a loan, or ownership of intellectual property with a return based on distributionsave ragpitieithahually based on a

formula linked to a-iop metric (i.e. sales or gross profit) rather than a residual equity interest in the net earnings of such ent
The Corporation has no involvement in the day to day business of eagbaRyi\Rdeti@y and has no rights to participate in
management decisions. The Corporation does not have any significant influence over any of the Partnerditity does it have t
to exercise control over such Partners except in limited situatieshewéniscof default. Instead, the Corporation has certain
restrictive covenants in place designed to protect the ongoing payment of the distributions payable teeAariselrs addition, t
are required to obtain the consent of Alaris inrcartetances prior to entering into a material transaction or other significant
matters outside the normal course of business. Such transactions generally include, without limitationjtacegjisitions & dive
major capital expenditures, change dfashircurring additional indebtedness.

For the revenues received in USD, the Corporation has purchased monthly forward contracts locking in the foreign excha
for the next twelve months and approximé@8ty dicthe following twelve months.

Thefollowing is a summary of each of the Partners recent financial results. Included in this summary will be a comment
Partnersdéd Earnings Coverage Ratio (AECRO). Becaedse t hi
by Rivate Company Partner management, each Earnings Coverage Ratio, based on the most current information for the
twelve months, will be identified as part of a range. The ranges are: less than 1.0x, 1.0x to 1.5x, 1.5them2@xand greater
A result greater than 1 is considered appropriate and the higher the number is, the better the ratio.

Additionally, the Corporation has disclosed the percentage of current annualized revenue based on the éxpected distributi
each Partner for thetrteseelve months based on information at March 7, 2017. Interest from promissory notes is 1.6% of t
revenue from Partners.
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4.0% of revenue

Description

Agility Health is a health care company specializing in psicéadiagdbgcupational therapy
speech pathology services to health care providers and employers through 37 hospit
term care facilities and 70 outpatient clinics across the United States.

Contribution
History

Since December 2012, @oeporation has purchased preferred LLC units in Agility H
(AAgilityo) for an aggregate acquisiti
distributions to Alaris is capped at 6% and is based on the change salesme clinic

Performance

Based on unaudited statements provided by management for the year ended Dece
revenue is flat and EBITDA is behind the prior year due to reductions in reimburseme
services as well as increased geneealramistrative costs.

Agility has notified the Corporation that it is evaluating recapitalization alternativ
repurchase of t he I@ordepto fadlitate thia fracespance progia
with the flexibilityebeecute on its business plan while completing such review Agility as
a deferral on payments of the distribution for the period of March 2016 through Septel
agreed to permit this deferral upon certain conditions, whelviaisitsregyhts and reme
available to it under its agreements withTAgikityategic process is still underway and t
were not repurchased by December 31, 2016, nor were the deferred payments
distributions restarted in OGt@06&6 and have continued into 2017. When the unpaid d
were not paid, and the strategic process was not completed on a timely basis, Alaris i
default giving Agility 90 days to complete the repurchase. This was fuuthigrAptit 80e801
as they work towards a strategic alternative. The extension is conditional on a month
reduce the unpaid distributions while continuing to pay the regular distributions. Adiar
rights (subject to e@rtrights of the senior lender) relating to its investment in Agility if t
defaul t is not followed by a repurcha

currently expects a repurchase of its units at a premivestioéisticost and fair value (exp
a redemption of US$22.3 million) as well as collection of the unpaid distributions.

Fair Value

The fair value of the Agility units will fluctuate each quarter with foreign exchang
underlying valigat of the Agility units is evaluated each quarter. The fair value of thg
remains at US$20.1 million at December 31, 2016.

ECR

The actual Earnings Coverage Ratio for Agility is above 1.0x since distributions we
March to Sepider 2016 but when considering all distributions owing, the Earnings C
is still below 1.0x.

DNT Construction 14.6% of revenue

Description

DNT specializes in turnkey civil construction services to residential, commercialreh
markets including excavation, the installation of wet and dry utilities such as electriq
and water as well as paving and the building of retaining walls. With its head office
DNT employs over 650 people during peakessehisone of the largest service provide
kind in the Austin market while also holding significant market share in San Antonio
are attractive, fast growing and have diverse economies with major industry emp
healthare, government, technology and education. Both Austin and San Antoni
employment rates and significant job growth at rates above the U.S. National averags

Contribution

In June 2015, the Corporation purchased preferred units enCAg@regate acquisition ¢

History US$70 million. Annual growth or decl i
and is based on gross revenues. US$30 million of the preferred units are redeem
minimum of US$5 milfier year starting in 2017 and converts to our normal repurchas
years (June 2018).

Performance Based on unaudited financial statements provided by management for the year ende

2016, DNT6s revenue a0@kdahdaddf thebphior gear@ue boa
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start to 2016 compared to weather delays at the start of the year in 2015 which impacte
and margins in the prior year, as well as continued strong results throughout the rem

Fair \alue

There was no change in the fair value of the DNT units during the three month period ¢
31, 2016. For the year ending December 31, 2016 the Corporation increased the fair
US$3.1 million based on a maximum 6% resetravettl darecasted growth. The fair valug
DNT units in Canadian dollars will fluctuate each quarter with foreign exchange rates

ECR

The Earnings Coverage Ratio has decline slightly since last quarter and remains bg
2.0x.

End of the Rdl

1.2% of revenue

Description

End of the Roll is a Canaidiz retail flooring franchise system and completed its elevent
as an Alaris partner on April 30, 2016. The renovation industry has been relatively
year and End of the Roll &ds results ref

Contribution

The Corporationés original contributio

History is the tofine performance metric on which the annual payments to ibe &erpesat.

Performance Based on unaudited financial statements for the eight months ended December, 2016
30", revenue and EBITDA are consistent with the prior year.

Fair Value The End of the Roll transaction is recorded asgiierdsset, amortized over 80 years
reviewed for impairment when triggers exist. No impairment triggers exist at this time

ECR The Earnings Coverage Ratio for End of the Roll improved since the last quarter anc

well over 2.0x.

Federal Resources

11.0% of revenue

Description

Federal Resources is a leading-addieel provider of mission critical products and so
defense, first responder, homeland security and maritime end usedsStattes Uln particu
Federal Resources specializes in the provision of detection and protection equeens
dealing with chemical biological, radiological, nuclear and explosive ("CBRNE") threg
Federal Resources' managem@BRNE products are one of the highest growth product
in the defense procurement budget with CBRNE threats representing the most widely
threat over the next 10 years. Federal Resources was founded in 1986 ana@@pigploys

Contribution
History

I n June 2015, the Corporation announce
Unitso) of Federal Resources and a US
Federal Resources, for areggtg cost of US$47 million. Annual interest on the FED L
at US$7.05 million to Al@mmmencing in January, 2017, Alaris will also be entitled to
annual preferred dividend based on an increase to Federal Resources' (iaggaevan
6% collar and based on the combined capital contribution to Federal Resour
million).Such annual dividend will be adjusted (up or down) each year based on an
decreases in Feder al nikmedatelyprecedndfiscglyearsssbj
maximum increase or decrease of six percent (6%) Per Apdt.29, 2016 Alaris mad
additional contribution of US$6.5 million in exchange for preferred units in a subsi
Resources prdirig an annual distribution of US$910,000.

Performance

Based on unaudited financial statements provided by management for the year endg
2016, Federal Resourceds revenue was a
previousear as they focused on their margins and training services.
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Fair Value

The FED Loan was made in June 2015 and the fair value of the FED Loan equals 1
US$40 million. There was no change in the fair value of the FED units forhtbetidiag
December 31, 2016 but during the year ended December 31, 2016, the Corporation i
value of the FED units by US$1.3 million due to a maximum reset of 6% in 2017.The
FED Units and the FED Loan in Canadian dloflactuate each quarter with foreign ex
rates.

ECR

The Earnings Coverage Ratio for FR has remained consistent since the last quar
between 1.0x and 1.5x.

Kimco

6.3% of revenue

Description

Kimco has been providiognmercial janitorial services since the 19k e maj o
services are generated undettdomgcontracts (generaByykars) to more than 375 custo
which range in size from-tooétion national customers to regionasiggngtgomers

Contribution
History

In June 2014, the Corporation purchased preferred units in Kimco for an aggregate a
US$29.2 million. The Corporation purchased additional preferred units for US$3 mill
2015 and US$2 mililmNovember 2016. Annual growth or decline in Kimco's annualizec
to Alaris is capped at 6% and is based on gross revenue.

Performance

As disclosed previously, Kimco has been facing cash constraints since 2015. Kimc|
certairfinancial covenants with its senior lenders which has resulted in the distributior|
suspended. At December 31, 2016, US$4.4 million of unpaid Kimco distributions that
eventually collect were moved from trade and otAbleeo@d long term promissory not
other receivables. The Corporation believes the repayment of the promissory netgr
is reasonably assured. Due to thetamgollection horizon the company discounted the

over a fivgear period resulting in a US$1.2 million allowance for doubtful accounts, re
earnings. Alaris continues to work with the senior lender to help resolve the cash c
has led to some recent changes to Kimco managementamdrimptlen y 6 s c o st
improve cash flow management and set a clear path to the resumption of distributions
results have been positive. At this time, Alaris cannot provide an estimate as to th
resumption oftibutions, but we will update the market as new information becomes &

Based on unaudited financial statements provided by Kimco management, revenue W
2% ahead of the prior year but due to significant cost overruns and mtiseBiayemeas w
behind the prior year. Q4 results showed considerable improvement and the 2017 f
by management shows revenue flat and EBITDA returning to levels that would allow
distributions once the bank covemamea

Fair Value

The fair value of the Kimco units in Canadian dollars will fluctuate each quarter with f
rates but the underlying fair value will be evaluated each quarter in USD. The fair va
units are unchanged forhireetmonths ended December 31, 2016. For the year ending
31, 2016 the Corporation reduced the fair value of the Kimco units by US$11.6 mi
million.

ECR

The Earnings Coverage Ratio for Kimco is consistent with last quartebdlotvdn@ai for {
last twelve month period when considering all distributions owed to Alaris.
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0% of revenue

Description

KMH is a private healthcare company operating twelve diagnostic imaging clinics (n
carditogy and MRI) in Ontario and eight clinics in the United States.

Contribution
History

Alaris first contributed $5.0 million in 2010 and another $49.8 million since that time f
million of preferred partnership units in KMH Limieed Patt i p ( A KMHO ) i

Performance

Based on wunaudited internal financi al
months ended November, 2016, revenues and EBITDA are both slightly ahead of the

KMH cesed paying regular distributions to the Corporation in NoverAbepa201bf. th
negotiations for a redemption of the KMH units, accrued interest on outstanding pro
the amount of $0.8 million was recorded as bad debt expenssedandgjtiaeter of 2016.
$3.5 million promissory note is still outstanding at December 31, 2016 and is expecte

Alaris continues to work with stakeholders of KMH to find a viable solution to recapita
A strategic proseisas been ongoing and resulted in a number of different options whig
Alaris with a meaningful value for its units in KMH. As the Corporation does not 4
rights as it has with other Partners, the strategic processimasdtabiyclonger than anticip
Over one year ago, the Corporation formally gave KMH notice ofleefantieahthat KN
repurchase the preferred units and repay the outstanding promissory notes and. &<
mentioned last perithte current arrangement would result in a $28 million cash payn
Corporationdés preferred units (plus t#
amount today (less the $1.1 million of the $28 million paid to the CotperatitndfenkM
facility which was one of the components in the strategic process). The Corporation he
but slow progress on the contemplated transactions and is seeking to finalize this arra
as possible. Given the lengthme this process has taken Alaris cannot provide con
expected timing but will provide an update when new information becomes available.

Fair Value

The fair value of the KMH units is unchanged at $26.9 million ($28 million lessé¢lcei$éq
in Q4 2016) for the three months ended December 31, 2016. In the absence of regular
to support a discounted cash flow valuation, the Corporation has used a liquidation vz
third party valuations received dwisggdtegic process to approximate the current valu
Corporation previously recognized a permanent impairment of $7 million (recognized t
during the year ended December 31, 2016.

ECR

The Earnings Coverage Ratio for KMH is(eioa¥ tlistributions currently owed to the Cot
are included but none have been paid since March 2015.

Labstat International 5.5% of revenue

Description

Labstat is a global leader in regulgtien analysis of tobacco smoke and pasdwet$ as
deemed tobacco products such as electronic cigarettes.

Contribution
History

Since June 2012, the Corporation has purchased partnership units in Labstat Int
(ALabstato) for an aggr eg a tranches.cAgnual growthi
decline in Labstatdds distributions to
revenues.

Performance

In February 2014, Alaris agreed to temporarily restructure the form of its distributiores]
portion to 7.25% on all preferred equity contributed with a variable portion in the form
up to the maximum that would have been paid under the original agreement providec
covenants and performance targets contirruettoTthis arrangement expires in June 2C
which the distributions are expected to increase up to or closer to the originally sched

Annualized fixed distributions of $3.42 million are scheduled again for the first halbwof
unaudited financial statements prepared by management for the year ended Deceg
revenue is ahead by 18% and EBITDA finished the year 10% above the comparg
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Corporation expects total distributions from Labstat of justithosr f5.2017 (up to a maxi
of $7.5 million based on the maximum 6% increase to the annual distributions). Th
cash flow sweep for 2016 is based on the forecast prepared by management. $1 mil
was paid in January 201 the remainder to be paid in April 2017 as per the terms of th
with Labstat.

Fair Value The fair value of the Labstat units were unchanged during the three month period.
increased the fair value of Labstat $2.2 milBo2 naldn earlier in the December 31, 201
year.

ECR The Earnings Coverage Ratio has declined slightly since last quarter and continues tc
1.5x range.

LMS Reinforcing Steel Group 4.%% of revenue

Description LM5 is a western Canadian based (with operations now also in Southern Califg

reinforcing steel fabricator and installer.

Contribution
History

The Corporationés original contri buti
contibuted a total of $54 million. The Corporation completed a follow on contribution ir
affiliate) of US$4.35 million to help LMS fund an acquisition in a new market where t
customers. Total gross profit is the reset perforetancs which the annual distributiong
Corporation are reset. A portion of the annual distributions from LMS reset amd Jéue
remainder on Aptibhsed on the December year end results from the previous year.

Performance

Based onnaudited financial statements prepared by management for the year ended
2016, revenue is modestly ahead of the prior year, while gross profit and EBITDA are
the prior year.

LMS has experienced strong volumes and work@ossmedch of its residential, commerg
infrastructure business segments in British Columbia while some of the Alberta work h
The recently acquired US business has seen some early improvement. LMS benefite
volume anzbnsistent margins over the past few years, and based on work on hand, LM
expects continued success throughout the 2017 fiscal year due to infrastructure spg
and British Columbia, and operating improvements and volunoeuncreaseE L MS 6

Fair Value

The fair value of the Canadian LMS units was reduced by $3 million to $30.2 million
and twelve months ended December 31, 2016 as future growth assumptions for V
operations have beenredluce The LMS US unitsd fair v
31, 2016.

ECR

The Earnings Coverage Ratio for LMS improved since last quarter and remains betwe

Matisia

3.6% of revenue

Description

Matisia is a Seattle,sWWiagtobased management consulting firm that works with con
provide innovative, customized consulting solutions across four primary service
Intelligence, Enterprise Resource Planning Services, Project Leadership & Preeing
Organizational Change Management

Contribution
History

In October 2016, Salaris USA (wholly owned subsidiary of Alaris USA Inc.) announc
of US$18.0 million to Matisia LLC ributiome
UsS$2.7 million (the AMatisia Distribut
permanent preferred units (the fiPer man
units ( ARedee maisthefirsiMransact®on far thé&Alaris Senall)Cap Divik
is operated through a wholly owned su
subsidiary Salaris USA. The Redeemable Units can be redeemed at any time atpd

29



Management Discussion and Analysis (cor

entitle Alaris to an annual distribution of US$0.9 million out of the US$2.7 million total
Matisia Distribution will res&%4based on Same Client Revenue, with the first reset tq
on January 1, 2018.

Performance The Mtisia Contribution closed late in 2016, therefore there is no performance update
Fair Value The fair value of Matisia is consistent with the investment amount of US$18.0
expectations have remained unchanged from when the transastiptetedas
ECR The Earnings Coverage Ratio for Matisia is between 1.5x to 2.0x on a proforma basis
PF Growth Partners 8.9% of revenue
Description Planet Fitness, through its affiliates, operates over 50 fithess clubs in Maryland, d&

and Washington (as of December 31, 2016) as a franchisee of Planet Fitness®
development agreements ("ADA's") to open over 50 new Planet Fitness® clubs in thg
Planet Fitness has grown to become one of the top 3Jangestateaffiliated franchisees i
Planet Fitness® system. Planet Fitness has a very repeatable, predictable and scalabl
and intends to open additional clubs over the next twelve months and currently en
individuals compamigle.

Contribution
History

In November 2014, the Corporation announced the purchase of preferred units in P
an aggregate acquisition cost of US$35 million. In July 2015, the Corporation purcha
US$5 million of preferedi t s. Annual growth or decl
US$6.2 million to Alaris is capped at 5% and is based on same club sales.

Performance

Based on unaudited financial statements provided by management for the year reBilg
2016, Pl anet Fitnessd revenue and EBI T
therefore expects a positive reset increasing our distribution to approximately US$6.5
same club sales exceeded the maximum B¥%réasing the distributions to US$6.22 m
2016.

Fair Value

The fair value of the Planet Fitness units increased by US$1.0 million during the qua
million for the year ended December 31, 2016 as the business hit anotheinoregiseumts
annual distribution. The fair value of the Planet Fitness units in Canadian dollars w
quarter with foreign exchange rates.

ECR

The Earnings Coverage Ratio for Planet Fithess has increased since the last qginar,
between 1.5x and 2.0x.

Providence Industries 5.9 of revenue

Description

Providence is a leading provider of design, engineering, development, manufacturi
services for international apparel companies and retailers. Theli@esnpapytahsive glg
network of sourcing and manufacturing partners to prosittedatoercing excellenc
customer s, combined with rapid speed {
and focus on innovation enablesrerstto remain at the forefront of evolving fashion trg
Company has an experienced man ahgoewne,n t
supported by a talented workforce of over 300 employees. Providence plans to cont
current customers and add new customers that complement its current client and sou
Company is headquartered in Long Beach, CA.

Contribution
History

In April 2015, the Corporation contributed US$30.0 million to Rnoviadlegaevthdecline i
Providencebs annualized distributions
change in same customer sales.
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Performance Based on unaudited financial statements provided by management for the year ende
2056 , Providenceds revenue and EBI TDA a
of the annual distributions is not until January 1, 2018.

Fair Value The Providence units were purchased in April 2016 and no significant charrgesshathe
fair value is what the Corporation paid for the units plus capitalized costs, US$30.5
value of the Providence units in Canadian dollars will fluctuate each quarter with f
rates.

ECR The earnings coverage fatiBrovidence has increased since last quarter and is well ov

Sandbox 4.3% of revenue
Description Sandbox offers a wide range of marketing and advertising services including strateg

planning, creative devalept for all media and digital strategy solutions including CR
analytics for clients in a variety of industries within the US and Canada. Sandbox has ¢
results and is owned and managed by highly experienced advertisirlg piittfegkibg
experience. Sandbox focuses on serving clients primarily in highly specialized indus
sciences, agriculture and financial services. The company plans to continue to acqu
regional marketing communication éesrbamn would complement the entire organizatio
diversity of clients and industries, skill sets and expertise. Sandbox is headquartered i
offices in Chicago, Kansas City, Indianapolis, Des Moines, Santa Monica, Neatdrork

Contribution

On March 8, 2016, the Corporation announced the purchase of preferred units in

History aggregate acquisition <cost of US$22 n
distributions of US$3.3 millionrts islaapped at 6% and is based on the change in gros

Performance Based on unaudited financial statements provided by management for the year ende
2016, revenue is 5% ahead and EBITDA is approximately 20% behind theSandbagx
integrated several acquisitions and had modest customer turnover.

Fair Value The Sandbox units were purchased in March 2016 and no significant changes have
fair value is what the Corporation paid for the units plus capstaliZ$P2c/ million. The
value of the Sandbox units in Canadian dollars will fluctuate each quarter with foreign

ECR The Earnings Coverage Ratio is unchanged and remains between 1.0x and 1.5x.

SCR Mine Services 5.6% of revenue

Description SCR provides mining, surface and underground construction, electrical and mechanic

Canadian mining industry.

Contribution

In May 2013, the Corporation purchased partnership units in SCR Mininghand Turnd

History for an aggregate acquisition cost of %
is capped at 6% and are based on net revenue.
Performance Based on unaudited financial statements provided by managereanefatetidogcember

2016, SCR6s revenue and EBI TDA were bag
one large customer because of a change in mining techniques as well as a general
Canadian mining sector. Recentaifavd seen modest increases in revenue and pos
flow and a meaningful increase in new work tenders. SCR has significant cash on it
no debt and annual distributions were scheduled at $6.02 million for 2016 after theline
in gross revenue effective January 1, 2016. The Corporation has received $2.5
distributions that were paid in January through May 2016. Beginning in June 2016, dig
being paid to allow SCR to maintain sufficigntitiqgath market share as the industry m
historical lows and have the flexibility to bid on new projects that will require working ¢
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While the Corporation hopes to collect unpaid distributions from July to Decembet Bag
been made for distributions in the last six months of 2016 as there is uncertainty aro
collection (only $0.5 million representing the June 2016 distribution is in trade and of
For 2017, the Corporation intendsetodathe agreement with SCR to a variable format
available free cash flow with the ability to catch up previously unpaid distributions; th
and terms of those amendments are still being finalized, the Corporation wilapecoroe
they have been completed.

Fair Value There was no change in fair value during the three months ended December 31, 2016
reduced the fair value of the SCR units by $2.5 million to $30.5 million during the year
31,2016.
ECR The Earnings Coverage Ratio for SCR improved since the last quarter and remains b
Sequel 16.1% of revenue
Description Sequel is a privately owned company founded in 1999 which develops and operates p

with beavioral, emotional, or physical challenges.

Contribution
History

Since July 2013, the Corporation has purchased preferred LLC units in Sequel Y
Services, LLC (ASequel o) for an aggchesg
Annual growth or decline in Sequel 6s
program sales.

Performance

Based on unaudited financial statements prepared by Sequel management, for the
30, 2016, same programs siateeased by approximately 4% and distributions increased
to US$12.2 million for the twelve months ended June 30, 2017.

Based on unaudited information for the six months ended December 31, 2016, reven
are both slightly aheathefprior year.

During the quarter ending December 31, 2016 the Corporation was notified by Sequel
to enter into a merger agreement with a third party, whereby it is proposed that Ala
cash distribution of US$30mfii;n Sequel as well as retain US$62.2 million of new pref
in Sequel, a total notional val ue of
(approximately 7.5x the current annual distribution). It is also proposedlilthacdilari
continuing annual distribution of USS$E€
base in Sequel of US$43.5 million. The Sequel Transaction is subject to a number
conditions with an expected clo)ag2al7.

Fair Value

The fair value of the Sequel units was increased US$2.8 million to US$81.25 millior
ended December 31, 2016. The Corporation decided against increasing the fair vg
million mentioned above as that transaasi not formally agreed to by Sequel until subs
December 31, 2016. The fair value of the Sequel units will also fluctuate each qua
exchange rates.

ECR

The Earnings Coverage Ratio for Sequel has decreased slightlasiecandstsmains betw
1.0x and 1.5x.
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6.0% of revenue

Description

Group SM is a privately owned company founded in 1972 which specializes in the deli
scientific, engineering and IT solutions dedicated toahbuadiags, energy, energy effic
environment, industry, infrastructure, natural resources, power, security, telecomn
materials testing.

Contribution
History

Since November 2013, the Corporation has purchased partnership unitsup
I nternational, LP (AiGroup SMo) for an
decline in Group SMbs distributions t (
June 2015, the Corporation has alsd faheillion out of a maximum $17 million dema
as at December 31, 2016.

Performance

Based on unaudited information for the year ended December 31, 2016, revenues
EBITDA is ahead of the prior year.

Distributions are being accaatiedcurrent annual run rate of $6.4 million. As previously
early in 2015 Group SM was dealing with cash constraints brought on by several fact
funding of a new business segment, declines in profit margin as weltadenbstglaadaws
against an international customer, which resulted in significantly increased legal €
decrease to its international bonding capability. As a result, Group SM was in breach ¢
covenants and its seniatdesuspended the monthly distribution to Alaris beginning in (
continuing today. A combination of ¢

cost structure (that have been evident in recent monthly financial tepadskatiod Of t
majority of legal costs associated with the lawsuit as well as an anticipated impro
capabilities are expected to improve G

The Corporation remains confident in the managenar@toup SM and thetkmng prospec
for the business remain positive. However, the business is currently constrained by &
capabilities on large international contracts while the aforementioned lawsuit is ongoin
cgpacity issues on its revolving line of credit. Upon a successful settlement of the laws
above, resulting in an anticipated significant cash award to Group SM, the Corp
collection of all outstanding distributions and gnootéssterest from 2015 and 2016 ($11.1
at December 31, 2016) and also expects the outstanding principal, and fees on the |

Group SM to be repaid ($18 million at
favor, other alternatives will have to be utilized to address the cash constraints, such ag
SM6s current |l ender or a full sal e of

future distributions and collectability wftamotstanding. A resolution of the lawsuit will
international bonding capabilities, regardless of the outcome. Alaris is not directly
process so unfortunately unable to comment on the expected timing of a resolutibbe
given when a definitive outcome is reached.

Subsequent to December 31, 2016, Group SM received a commitment letter from a n¢
take out the majority of the debt held by the current senior lender. Included in the cor
a clear path to restarting distributions so long as certain financial covenants are met.
contingent on the resolution of the international dispute and will considerably reduce m
paid to the current senior lender angeémuponthly cash flow.

Fair Value

The fair value of the Group SM units was reduced by $2.4 million to $40.2 million in the
months ended December 31, 2016 due to expectations of a negative 5% reset for
growth expectationsving forward.

ECR

The Earnings Coverage Ratio for Group SM is below 1.0x when considering the distrib,
have been paid to Alaris, consistent with the previous quarter.
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PARTNERS REPURCHASED IN 2016
Mid-Atlantic Healthcare

Description In December 2016, the Corporation was repurchased by MAHC after almost one ye3
received an unsolicited offer from a strategic competitor. During the life of the
Corporation received US$6.0 million in monthly and aviedsiestichsold its units for US
million, slightly above the investment cost for total gross proceeds of US$20.3 million,
rate of return (Al RRO) .
Solowave
Description During the year ended December 31, 2016, the CorpedatienSniitwave investment aft
successful years as a Partner. Since December 31, 2010, on total capital contribution
the Corporation received $31.4 million of distributions and sold its units for $44.6 milli
proceds of $76.0 million and an IRR of 17%.
LifeMark
Description During the year ended December 31, 2016, the Corporation exited the LifeMark invest

successful years as a Partner. Since December 31, 2004, on total capital c6nSilooilia
the Corporation received $77.2 million of regular monthly distributions and sold its
million for total gross proceeds of $200.6 million and an IRR of 27%.
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LIQUIDITY ANDAPITALRESOURCES

As at December 31, 2016 the Cibopdras a $200 million credit facility, (with an additional $50 million accordion facility) with
syndicate of Canadian chartered banks. The interest rate on the facility is prime plus 2.25% (4.95% at December 31, 2
December 31, 2016, the yaledid $99.4 million drawn. The covenants on the facility were all met and include a maximum deb
Contracted EBITDA of 1.75:1 (can extend to 2.25:1 for up to 90 days) (Decérhdé: Bl n2idirGum tangible net worth of
$450 million (Decembe2B316 $648.5 million); and a minimum fixed charge coverage ratio of 1:1 (Decénibbt:3), 2016

For the year ending December 31, 2016, dividends were declared of $1.62 per share and $58,842,317 in aggregate. In 1
year period, dividendsevderclared totalling $1.56 per share and $52,625,706 in aggregate.

For the three months ending December 31, 2016, dividends were declared of $0.135 per month for a total df $0.405 per st
$14,716,103 in aggregate. In the prior year period vdivieldadigred of $0.135 per month for a total of $0.405 per share and
$14,564,409 in aggregate.

The Corporation had 36,336,057 voting common shares outstanding at December 31, 2016. The Corporation had working |
approximately $37.7 million anibece31, 2016. Under the current terms of the various commitments, the Corporation has tt
ability to meet all current obligations as they become due.

WORKINGCAPITAL

The Company's working capital (defined as current assets, excluding promisseegtnudes @xdcredits receivable, less
current liabilities) at December 31, 2016 and December 31, 2015 is set forth in the tables below.

Working Capital 31Decl6 | 31Decl5
Cash $29,490,84. $20,990,70
Prepayments 2,097,07C  2,434,45]
Income tax reivable - 3,528,509
Trade and other receivables 16,762,20¢ 10,577,98
Total Current Assets $48,350,11 $37,531,64

Accounts payable & accrued liabilities 3,057,457 2,138,134

Dividends payable 4,905,36¢ 4,900,864
Foreign ek@ange contracts 712,349 5,345,484
Income tax payable 2,007,24¢ 1,841,634
Total Current Liabilities $10,682,41! $14,226,12
Net amount at December 31st $37,667,69' $23,305,52

Management of the Corporation believes that the Corpdeatioméetits obligations as they become due.
HNANCIAINSTRUMENTS

A financial instrument is any contract that gives rise to a financial asset of one entity and a finanaistdiab#ity tr equity
another entity. Upon initial recognifinaralial instruments, including derivatives, are recognized on the balance sheet at fai
value. Subsequent measurement is then based on the financial instruments being classified into one offdive categories:
trading, held to maturity, loanseaaivables, available for sale and other liabilities. The Corporation has designated its financ
instruments into the following categories applying the indicated measurement methods:

Financial Instrument Category Measurement Method
Cash and cash eaénts At fair value through profit or loss Fair value

Trade and other receivables Loans and receivables Amortized cost
Promissory note receivable Loans and receivables Amortized cost
Preferred LP and LLC units Available for sale Fair value

Loan receible Available for sale Fair value

Accounts payable and accrued liabilities Other liabilities Amortized cost

Bank indebtedness Other liabilities Amortized cost
Derivative financial instruments At fair value through profit or loss Fair value
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The Corpotian will assess at each reporting period whether there is a financial asset, other than those classified as held for t
that is impaired. An impairment loss, other than temporary, is included in net earnings.

The Corporation holds derivativeidinastruments to hedge its foreign currency exposure. The Corporation has entered inti
forward contracts equal to the monthly and quacheser |l y f
approximately-800% over a rollimgelve month period based on scheduled distributions to the Canadian parent and a portic
of the scheduled distributions over a rolling 12 to 24 month period based distributions resulting in an etanedgnic hedge of th
currency exposure. The faie wdlthe forward contracts will be estimated at each reporting date and any unrealized gain or Ic
on the contracts will be recognized in profit or loss. As at December 31, 2016, for the next twelve moh8$29.®tal contracts
million USD average336.CAD. For the following twelve months, total contracts of $14.9 million USD average $1.312 CAD.

The Corporation records all transaction coste fionrcugaledcd
as an additionalstof the investment. The Corporation apphdateadeounting for the recognition of a purchase or sale of
cash equivalents and derivative contracts.

The Corporation has the following financial instruments that mature as follows:

31Decl6 Total 0-6 Months 6 mod 1 yr 102 years| 334 years
Accounts payable and accrued liabil  $3,057,45. $3,057,45 % % $
Dividends payable 4,905,36¢ 4,905,36¢ - - -
Foreign exchange contracts 712,349 560,308 (132,577 284,618 0
Income tax payable 2,007,242 2,007,24¢ - - -
Loans and borrowings 99,382,99¢ - - - 99,382,99
Total $110,065,41 $10,530,37 ($132,577 $284,61¢ $99,382,99

The Corporation has sufficient cash on hand to settle all current accountsguhliablities;cdividends payable and all
scheduled interest payments on the senior debt. In the event the senior debt is not renewed and principal payments beco
the debt would be refinanced, or alternatively, management expects that thdfieiamuddidie flow from operations and
expected Partner redemptions to meet all required repayments.

INTERNACONTROLS OVHERNANCIAREPORTING

A. Disclosure Controls and Procedures

An evaluation was performed under the supervision and withithe partiopht t he Cor por ati onds mai
and CFO) of the effectiveness of the design andnoperat
National Instrumentl52 9 . Based on t hat mamagenient @ntlidiogithe CEhamd CEFO)rcqnadudead that o n
the Corporationés disclosure controls and procedfures wi
material information and are effective as of December 31, 201&rafite &P the 2013 Committee of Sponsoring
Organization of the Treasury Commission (COSO) framework.

B. Management Report on Internal Controls over Financial Reporting

The Corporationds management, (i nc | ddsigngandteffieetivefeEs®f tken d C
Corporationds internal control s o v-208 asfof Deecemheri 34,/12016. &leo r t i
Corporationbs assessment included dsooeeufimnaat reporiing. Bagsedorv al u
t hat evaluation, the Corporationds management concl ude

effective and provide reasonabl e aascialuepatimgand its prgparationioh g t
financial statements for external purposes in accordance with International Financial Reporting Standardofnd are effecti
December 31, 2016.

Internal controls over financial reporting, no matter hogned|lhdesi inherent limitations and can only provide reasonable
assurance with respect to financial statement presentation and may not prevent or detect all misstatements.
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SUMMARY OBONTRACTUADBLIGATIONS

Other than the senior credit facility degcnitebee r A Li qui dity and Capital Resources
Corporation is its leases for office space. The Corporation agrgear teasiveommencing July 2015 at its current location
with annual leasing commitmesiissmillion.

Contractual Obligations Total <1year 1063 years 435 years > 5 years

Long term debt $99,382,99! $ $ $99,382,99! $
Office lease 1,478,88¢ 39,143 1,376,54z $ $
TotalContractual Obligations $100,861,88 $39,143 $1,376,54: $99382,99¢ $

TRANSACTIONS WIRELATEDPARTIES

The Company had no transactions with related parties for the years ending December 31, 2016 or 2015.

In addition to their salaries, the Corporation also preteidestiompgensation in the form ofsogtiod RSUs. Key management
personnel compensation comprised the following:

Key Management Personnel 2016 2015
Base salaries and benefits $876,49z $876,497
Bonus 519,480 360,000
Sharebased payments (roash) 520,397 2,611,211
Total $1,916,36¢ $3,87,703

CRITICAIACCOUNTINESTIMATES ANBDLICIES

Management is required to make estimates when preparing the financial statements. Significant estimate®include the val
intangible assets and preferred limited partnership units, theasititesfaf services provided but not yet invoieed, stock
based compensation expenses, valuation of accounts receivable and promissory notes and future income tax amounts.

The Corporation capitalizes legal and accounting costs relating to sasfienifimtmia letter of intent has been signed. The
Corporation's transactions structured as limited partnerships are not amortized and will be assessed forf objective evid
impairment at each balance sheet date. The Corporation's intangiblbeasgeamartized over thge80 term of the
agreements on a straligiet basis.

RECENTACCOUNTINERONOUNCEMENTS

A number of new standards, amendments to standards and interpretations are effective for annual periodsyeginning after
1, 2017,r&d have not been applied in preparing these consolidated financial statements. None of these are expected to |
significant effect on the consolidated financial statements of the Corporation, except for IFRS 9, Finautiat lfstruments, eff
fis@al years beginning on or after January 1, 2018, which could change the classification and measurementef financial ass
Corporation does not plan to adopt this standard early and is currently analyzing the impact of the staadded and will disc
impact in its first quarter 2017 interim financial statements.
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SUMMARY OfNNUAIANDQUARTERLIRESULTS

Amounts are in thousands except for (lasmperunitshare:

Annual Results Summary 2016 2015 2014
Revenue $ 100,04z $ 82,846 $ 69,305
Eanings 66,553 57,529 49,049
Basic and Diluted Income per Share/Unit Basic $1.83 Basic $1.70 Basic $1.61

Diluted $1.81 Diluted $1.68  Diluted $1.58
Total Assets 787,221 788,210 579,897
Total Liabilities 132,523 111,164 50,217
Cash Dividen@sstributions declared per Share/lU  Basic $1.62 Basic $1.55 Basic $1.469

Diluted $1.60 Diluted $1.53  Diluted $1.44

In 2016, the Corporation recorded a total gain of $20.7 million on the LifeMark, Solowave and MAHC rasletinptions that in
revenue and earnings during the period. In 2016, a $7 million impairment charge was recorded for KMH. &lieedth period, an u
(noncash) foreign exchange gain/loss has impacted earnings. In 2015 the Corporation recorded a $2&ititllon gain on th
redemption that increased revenue and earnings in that period and an impairment charge on KMH of $20 million that 1

earnings.

Quarterly Results

Summary Q416 Q316 Q216 Q16 Q415 Q315 Q215

Revenue $27,259 $22,867 $24,913 $24566 20,683 19,082 17,734 19,763
Earnings $21,724 $17,025 $7,043 $20,842 20,550 6,466 8,951 21,803
Basic and Diluted $0.60 $0.47 $0.19 $0.57 $0.57 $0.18 $0.28 $0.68
Income (loss) per

Share/Unit $0.59 $0.46 $0.19 $0.57 $0.56 $0.18 $0.7 $0.66

In Q4 2016, the Corporation recorded a $0.9 million gain on the MAHC redemption. In Q3 2016, the Corporation recorde
million gain on the Solowave redemption that increased revenue and earnings in that period. In Q2 2Ad6eat$7 million imj
charge was recorded. In each quarter in 2015 and 2016, an unrealized foreign exchange gain/loss has impacted earning
2016, the Corporation recorded an $18.6 million gain on the LifeMark redemption that increased revenygegiod;earnings in thi
in Q1 2015 the Corporation recorded a $2.8 million gain on the Killick redemption that increased revenygegiod earnings in th:

OUTSTANDINBHARES

At December 31, 2016, the Corporation had authorized, issued and outstanding,g36¢336,05 &vatas.

For the three month period ended December 31, 2016 no additional shares were issued. For the year ended December :
the Company issued 32,821 common shares upon the exercise of stock options vested and 500 commdasgares from the €

of RSUO6s.

At December 31, 2016, 301,664 RSUs and 1, 7 2e6miricéhtve st oc k
compensation plans. 669,799 stock options are out of the money at December 31, 2016. The weighteitawdrage exercise
the outstanding options is $26.94.

Subsequent to December 31, 2016, the Corporation issued 35,711 common shares upon the exercise of stock options ant
common shares from the exchange of RSUs.

At March 7, 2017, the Corporation had 36 @@#h8h shares outstanding.
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CRAUPDATE

In 2015, the Corporation received a notice of reassessment from the Canada Revenue Agency in respect edlits taxation ye
July 14, 2009. In 2016, the Corporation received a notice of reassessmentHfiRavérei€Auphcy in respect of its taxation
years ended December 31, 2009 through December 31, 20
deduction of approximately $121 millioncapitednlosses and utilization of $2.3 milieesimeént tax credits by the
Corporation was denied, resulting in reassessed taxes and interest of approximately $40.1 million. Sulmpgueint to filing the
objection for the July 14, 2009 taxation year, Alaris received an additional prapRsaptnemattt to which the CRA is
proposing to apply the general anti avoidance rule to deny thecapiabfiosses, accumulated scientific research and
experimental development expenditures and investment tax credits. The proposalttieeSorpbiatiacs previously
disclosed assessment of the total potential tax liability (including interest) or the deposits requiredtdiseupaithé order t
CRA's reassessments. The Corporation has received legal advice that tteshouldicoe etrttie roapital losses and as

such, the Corporation remains of the opinion that its July 14, 2009 tax return, and each return filed isftbctegatte, were f
and it will be successful in appealing such Reassessment. Tére i@emadsad vigorously defend its tax filing position. In
order to do that, the Corporation was required to pay 50% of the reassessed amount as a deposit to the Canada Revenue
The Corporation paid $10.7 million in deposits in 2015 ambh$4ddiition in 2016 relating to these reassessments. It is
possible that the Corporation may be reassessed with respect to the deducdipitabfassasrin respect of its tax filings
subsequent to December 31, 2016, on the same basigy Reasinent tax credits of $4.9 million at December 31, 2016 are

at risk should the Corporation be unsuccessful in defending its position. The Corporation anticipates thaleglal proceedings
the CRA and the courts will take considerablesiohetand the payment of the deposits, and any taxes, interest or penalties
owing wild/l not materially impact the Corporationbs pay

The Corporation firmly believes it will be successful in defending its position and therefore yanlepasieptat fatine
CRA would be refunded, plus interest. The Corporation will continue to file its tax returns by claiming tke remaining a
investment tax credits of approximately $4.9 million at December 31, 2016.

Tax Year ITCs Applied Pools Aplied Tax, interest & penalties
2009 2014 - 110,655 34,456
Decl5 2,315 10,560 5,620
Total $2,315 $121,21& $40,076
SUBSEQUENEVENTS
Subsequent to December 31, 2016, the Corporatian contr

annualized distribution of US$0.6 million.

Subsequent to December 31, 2016, the Corporation also gave formal consent to Sequel to enter into a merger agreemet
third party, whereby Alaris will receive a cash distribution of US$30 eqill@ragroveliSas retain US$62.2 million of new

preferred equity in Sequel, a total notionalmaelgT5xe of
the current annual distribution). Alaris will receive a contihdistribatioa of US$6.2 million representing a 14.2% yield on
Al aris®é remaining cost base in Sequel of uss$43ab milli

expected closing date of Q2 2017.
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OUTLOOK

Based o nentAagreemants With its partmers, it expects revenues of approximately $83.4 million for 2017 (no revenue
accrued for Kimco or SCR, only amounts received will be recorded). For the first quarter of 2017, those sdene agreements
for revenues approximately $20.9 million for the Corporation. Annual general and administrative expenses are currently esti
at $8.3 million annually and include all public company costs.

The Corporationds annual i z e dtions FomSMtKimcoga $CR and KiH. The wlle belowe r
sets out our estimated current run rate of net cash from operating activities aleagsideabeddftbe various resolutions
management is working toward:

Annualized Cash Fldim 000's) Commats Amount ($) $/ Share
Revenue $1.32 USD/CAD exchange rate $ 83,40C $2.30
General & Admins. (8,300) (0.23)
Interest & Taxes (16,500) (0.45)
Net cash flow $ 58,60C 1.61
Annual Dividend 59,000 1.62
Surplus / (Shortfall) (400) (0.01)
Other Coniglerations:

KMH Receive $26.9 million for units reduces interest +1,250 +0.03
SM Restart distributions & receive $28 million of prc +5,900 +0.16
SCR & Kimco Every $2 million in distributions received is $0.0 +1,600 +0.05
New Inestments Every $20 million deployed @ 15% +1,515 +0.04
Sequel Roll Partial Redemptian -5,000 -0.14

(1) Sequel to pay a cash distribution of US$30 million while retaining US$62 million invested in retuom$oofad 836!, 2istiilnri

Theabove table has been included for illustrativedpouhefalkes es, ba
as a guarantee of f dtowrke nge ISt at manreme s 0S de | o Mesuftsgavarg. nf or mat i on

The senior debt facility was drawn to $99.4 million at December 31, 2016, with the capacity to draw up teeaedther $80 millic
on current covenants. The annual interest rate on that debt was approximately 4.95% at Reckrabrexidd 22014 level
today.

Al ari sd unique capital structure continues tractinterestih a ni
its capital from private businesses across North America and is Itoofitkmitié wapital to new, and existing Partners in 2017.

As a conservative measure, Alaris does not use any estimates for future revenue earned from the contribution of capital int
existing Partners in its guidance or budgeting process

Certailinformation contained herein may be considered to be future oriented financial information or financialdatlook under ap
securities laws, the purpose of providing such information in this MD&A is to demonstrate the visibilityithe€spgoration has

to its revenue streams, and such statements are subject to the risks and assumptions identified for the husidess in this MC
readers are cautioned that the informati onnfroarymantoito nboe bae
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RISKSFACTORS

Aninvestment in our securities involves a number of risks. The risks and uncertainties described belowaareeall of the risks
know about and that we have deemed to be material to our business or reatltmef avhepeeviewing fodwakihg

statements and other information contained in this AlF, investors and others should carefully consider édsesthéactors, as well
uncertainties, potential events and industry and-smecfiemfactors thatyradversely affect our future results. We operate in

a very competitive and rapidly changing environment. New risk factors emerge from time to time and inesgeoheossible for Ma
to predict all risk factors or the impact of such factorsinessur\Mesassume no obligation to update or revise our risk factors
or other information contained in this AlF to reflect new events or circumstances, except as may be required by law.

We have organized our risks into the following categories:

1 StrategiciBk Factors Relating to our Business
1 Operational and Financial Risk Factors Relating to Our Business
1 Risk Factors Relating to our Private Company Partners

Strategic Risk Factors Relating to Our Business

We depend upon the operations, assets and finaerei#h of our Private Company Partners

We are entirely dependent on the operations, assets and financial health of our Private Company Partnerstgirough our agr
with them. Our ability to pay dividends, to satisfy our debt service obligayians apdrating expenses is dependent on the
Distributions received from our Private Company Partners, oarafatasgotloov. Adjustmentsstoflidtions to Alaris from

our Private Company Partners are generally based on the percentdige Bhaatge@dmpdtartner'sevenues, sarsere

sales, gross margin or other simiaretapeasure. Accordingly, subject to certain conditions, to the extent that the financia
performance of a Private Company Partner declines with resghecant peeformance measure, cash payments to Alaris will
decline. The failure of any material Private Company Eaktiectively a number ofhmeterial Private Company Pattners

fulfill its distribution obligations to Alaris could matersally affect our financial condition and cash flewadudtkie

diligence on each of our Private Company &adttrezsndustries they operpt@into entering into our agreements with them.

In addition, we continue to have regular diseusisionr Private Company Pastreersceive regular financial and other reports

from therand we continue to monitor changes in the industries in which.thdgvopezatehere is a risktiieaé may be

liabilities or other matters that adenttied by us through our due diligence or ongoing comandhivatigtosing procedures,
whichmay have a material adverse effect on the Privatg Barties and the applicable performanoemeas

Our agreements with our Private Compang Peottide us with certain remedies in the evepawfneor of Distributions by

the applicable Private Company Partner. In addition, some of our arrangements are secured by the assetsipf the Private C
Partner (for example, End of the Roll aral Redources) or are guaranteed by an affitiatédveswer, our rights to payment

andour security interests are generally subordinated to the payment rights and security interests of a Private Company P
senior and/or lenders.

We have nuneers positive and negative covenants in place with our Private Company Partners designed to protect our Distrik
and typically our prior consent is required for items outside of the ordinary course of business; howeverhasegenerally do 1
signiftant voting rights in our Private Company Partners and accordingly our ability to exercise direct contra or influence o
operations of our Private Company Partners (except with respect to our consent rights and in circumstaneasawhere there has
uncured event of default Ristributiopaymerstto Alaris havet been made as required) may be limited. The Distributions

received by us from the Private Company Partners therefore depend upon a number of factors that may be outside of our cc

There is generally no publicly available information, including audited or other fingratiauinéanmticate Company

Partners and the boards of directors and management of these companies are not subject to the same governance and di
requirements applicable to Canadian public companies. Therefore, we rely on our Management and third party service pro
investigate these businesses. There can be no assurance that our due diligence efforts or ongoing monitecioggprocedures wil
all material information about the privately held businesses necessary to make fully informed decisionsliligexugition, our due
and monitoring procedures will not necessarily ensure that an investment will be successful. Pihete rGaynipavy Pa
significant variations in operating results; may from time to time be parties to litigation; may be engagdzlisimapg#yg;changi

may expand business operations to new jurisdictions or business lines; may requirdosutdstaptial sxditpport their
operations, to finance expansion or to maintain their competitive position; or may be adversely affectellusynelsanges in their
cycle or changes in the imigissin which they operate.
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Numerous factors may affectuireuem of a Private Company Partner's Distribution to Alaris, or the ability of a Private Compa
Partner to service such distribution obligations, including, without limitation: the failure to meet itsdiosin@sstplam; regul
changes affectitgindustry; integration issues with respect to acquisitions or new business lines; a downturn in its industry; ne
economic conditions; disruptions in the supply chain; disputes witustoppdiesg service providers or changes in
arrangeents therewith; and working capital and/or cash flow management issues. Deterioration in a Private Company Pz
financial condition and prospects may be accompanied by a material reduction in the distributions or paynsents received b
See Rsk Factors Relating to our Private Company'Partners

We are subject to risks affecting any new Private Company Partners

If Alaris is successful in partnering with one or Pigvates®ompany Partribesbusinesses of tHegeate Company Partners

may be subject to one or more of the risks referredRiskiR@etdrs Relating tdPomate Company Parthersimilar risks

and may be subject to other risks particular to such business or businesses. A material change in a Pevate Company F
business and/or their ability to pay the Distribution payable to us could have an adverse effect on our business.

We may not complete or realize the anticipated benefits of our Private Company Partner arrangements

A key element of our growth plaldirsganew Private Company Partners and making additional investments in existing Priva
Company Partners in the future. Our ability to identify and complete new investment opportunities is nahgtlaeanteed. Achie
benefits of future investmentdepitnd in part on successfully identifying and capturing such opportunities in a timely and effici
manner and in structuring such arrangements to ensure a stable and grolistg=iteEasiobm time to time, Alaris has

been required to dre@rtain ceessions to certain of its Private Company eaagstdtiemn managirtheirdebt covenants

working capitait for other reasons. Such concessions may result in a temporary or permaneut Ridtrdtigioims from

such PrivatCompany Partne@hich may negatively affect our operations, financial condition or cash flows. There are also |
guarantees that ferceivedenefits of such concessions will, in fact, exist.

We have limited diversification in our Private CompatmeRar

Although Alagsrrently has P8ivate Company Partaedsdiversification has improved since inédguti®continues to have

limited diversification in igributions from Private Company Partners. Alaris does not have stringdimtefixém guid
diversification with respect t®@rowate Company Partneks any given point in time, we may have a significant portion of our
assets dedicated to a single business or industry. In the event that any such business or indusiryeispensinoessaf
downturn, this could have a material adverse effect on our business, results from operations and financial condition.

Our business and the business of each of the Private Company Partners are subjétirtb étraegeand irérnational
economic conditions, including but not limited to, recessionary or inflationary trends, capital market velditility, consume
availability, interest rates, consumers' disposable income and spending levels, job security g areten HAegramd,

overall consumer confideaehas been experienced over the last degkdeewents and conditions, including disruptions in
the international credit markets and other financial regstesdt in a deterioration of globabmdo conditions. These
conditionsould cause decreasa iconfidence in the broader North Araedoglobal credit and financial markets and create a
climate of greater volatility, less liquidity, widening of credit spreads, a lack ohgyicedraaspdreredit losses and tighter
credit conditions. Notwithstanding various actions by gofremntiemésio time there magobeerns about the general
condition of the capital markets, financial instruments, banks, investmens badiksthastiremcial institutions. These factors
couldnegatively impact company valuations and impact the performance of the global econamytheAeretagatofe
economic events could have a material adverse effect on our Compangter@ooyaRyivPartners' business, financial
condition, results of operations and cash flows.

In addition, economic conditions in North America and globally may eg@éftitatidxents throughout the world that cause

disruptions in the financigkets, either directly or indirectly. In particular, conflicts, or conversely peaceful developments, arisin
the Middi&ast or Eastern Europe and other areas of the world that have a significant impact on the price of important commn
can have significant impact on financial markets and global economy. Any such negative impacts could have a material a
effect on our Company and our Private Company Partners' business, financial condition, results of operations and cash flow

Our abilityd manage future growth and carry out our business plans may have an adverse effect on our business and our
reputation

Our ability to sustain continued growth depends on our ability to identify, evaluate and contribute finaraténg to suitable
businesss that meet our criteria. Accomplishing such a resulteffeciveodiasis is largely a function of Alaris' sourcing
capabilities, our management of the investment process, our ability to provide capital on terms that areusimastse to privat
and our access to financing on acceptable terms. As Alaris grows, we will also be required to hire, traegeugevvise and mar
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employees. Failure to manage effectively any future growth or to execute on our business plans tmpddynPariPrévate Co
could have a material adverse effect on our business, reputation, financial condition and results of operations.

We face competition with other investment entities

Alaris competes with a large number of private equity funds, mezeapiite dnddsequity based investment funds, royalty
companies and other sources of financing, including the public and private capital markets as well as sBoinedgbt providers.
our competitors, particularly those operating in the Unitaeck Stabstantially larger and have considerably greater financial
resources and more diverse funding structures than Alaris. Competitors may have a lower cost of funds arad many have a
funding sources and unique structures that are not@vddaible in addition, some of our competitors may have higher risk
tolerances or different risk assessments, which could allow them to consider a wider variety of investmempts and establic
relationships and build their market shares as walllaghaamunts of leverage to increase valuations given to entrepreneurs.
There is no assurance that the competitive pressures that we face will not have a material adverse effeetnamabur business,
condition and results of operations. Alsss@saf this competition, we may not be able to take advantage of attractive investmer
opportunities and there can be no assurance that Alaris will be able to identify and makesatisfgtimentsu iratss

objectives or that we will be aivle@bour business goals.

Operational and Financial Risk Factors Relating to Our Business
We are subject to tax related risks
Taxation

The Corporation has been subject to tax reassessments by the CRA for the years 2009 through 2015 argincitarid be subject:
reassessments on future tax filings. If the Corporation is unsuccessful in defending any such reassessments it may have
additional taxes for prior periods and may i nussion& f i nanc
Analysis for further information regarding ongoing tax reassessments.

International Structure

Alaris has estabksl Alaris Coop, Alaris US#laris Coagnd Salaris USér the purpose of financing and entering into
arrangements with potentishfe Company Partners in the United States and other jurisdictions on a tax @fficient basis.
corporate structure for this purpose was implemented having regard to the complex corporate and tax lawsada, regulations of
The Netherlands andUhéed States, as well as the income tax conventions between those countries to date, and our understar
of the current administrative practices and policies of the taxation authorities of each such jurisdictione a$ el the struc
Private Capany Partner§Such laws, regulations and conventions are subject to change from Tineeetdstangossibility

that such a change may be made, including with retroactive or retrosjreatiditiefiestich structure is subject to assessmen

and possible adjustment by any of the taxation authorities of such jurisdictions based on differencesecépicpldeation of th
tax laws and the manner in which such laws have been implenemtadre, certain changes in the structwisiaess

practices of our Private Company Partners could impact ouklthuahirece are of the view that the corporate structure has
been implemented correctly and is being managed and monitored properly, there can be no assureniteethat soetiax aut
jurisdictions will agrdéfesuch tax authorities successfully challenge any aspect of our financing and corporate structure, or i
business reasons we are not able to implement our structure fully, our operating reststd\catfiecbedadve

General

Income tax provisions, including current and deferred income tax assets and liabilities, and income tée fédsigrEissions requ
and interpretations of federal and provincial income tax rules and regulationsaarid jbdgrirgatpretation and application

to Alaris' specific situation. The business and operations of Alaris are complex and we have executedtdinanddeg®f significan
and transactions over the course of our history. The computaticaxesipeyable as a result of these transactions involves
many complex factors as well as Alaris' interpretation of and compliance with relevant tax legislation and regulations.

Our ability to recover from Private Company Partners for defaultswragneements with them may be limited

EachPrivate Company Parpwevides certain representations and warranties and tcovemagesding thevate Company

Partneand its business and certain other matters. Following a transacticdheftivalardompany Partay distribute

all or a substantial portion of the proceeds that it receives from us to its security holders or ownerse $uffee @vent that w
loss as a result of a breach of the representations and warractieplantenwith any otherstefran agreement with a

Private Company Partner, we may not be able to recover the amount of our enBré/iatesGamptrey PartrigrdPrivate

Company Partmaay not have sufficient property to satisfy dnraldggion, our rights and remedies in the event of a default are
generally subordinated to a Private Company Partners senior lenders, which can limit our ability to recorieatany losses fron
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Company Partnefsurthermore, a Private CompanyrRagypery to contest the application of our remedies, which could delay
the operation (or if a partner is successful deny the operation) of our rights and remedies and add additional costs to Alari

There are risks related to Alaris' and our Private &gnRartners' outstanding debt

Certain features of our outstanding debt, including the renewal of such debt on substantially similar tefva)yand the nature
outstanding debt of the Private Company Partners could adversely affect ouadiitliypab cafseal, to fund our operations,

to pay dividends, and could limit our ability to react to changes in the economy and our industry, expasskasatalinterest rate
could prevent us from meeting certain of our business objectivitg.toAmeealoilr debt covenants could result in a default
under ourew senior cref@icilitywhich may then require repayment of any outstanding amounts at a time when Alaris may not he
sufficient cash available to makeepayment. In additiodefault under our debt facility may impact our ability to obtain future
debt financing on terms favorable to Alaris. Furthermore, an inability of any material Private cZangpany Banimer (

material Partners collectively representing &puodieriaof our revenues) to meet their debt candrafa@siure of a Private

Company Partner to refinance or restructure its debt wherearebassaay ingtan their ability to pay @triButions and

therefore impact Al aris6é cash fl ows.
Alaris and our Partnerseasubject to significant regulation

Alaris, its subsidiaries, anBrilrate Company Partaegssubject to a variety of laws, regulations, and guidelines in the jurisdictions
in which #y operate (including Dutch, U.S. fetideagnd local lanend Canadian federal, provincial and local laws) and may
become subject to additional laws, regulations and guidelines in the future, particularly as a result tibacdjalsitnmesor addi

to the jurisdictions in whiclothenate. The financial and managerial resources necessary to ensure such compliance could esca
significantly in the future which could have a material adverse effect onPXlasaite &uhthany Partri®rsiness, resources,

financial conditjoasults of operations asti liaws. The same goes fdiadase to maintain compliance or obtain any required
approvals. Such laws and regulations are subject to change. Accordingly, it is impossilieifateA@oin patlyePartners

to pedict the cost or impact of changes to such laws and regulations on their respective future operations.

There are no guarantees as to the timing and amount of our dividends

The amount of dividends paid by us will depend upon numerous factass;iintladsgePeived, profitability, debt covenants

and obligations, foreign exchange rate, the availability and cost of acquisitions, fluctuations in worgiegpdapitayrthe timin

of capital expenditures, applicable law and other factoag tnibkyond our control. Dividends are not guaranteed and will
fluctuate with our performance and the performance of our Private Company Partners. There can be no agsofance as to the
dividends to be paid by us, if any. The market valtienoihtire Shares may deteriorate if we are unable to pay dividends in
accordance with our dividend policy in the future, or not at all, and such deterioration may be material.

There are no guarantees as to the availability of future financing for opeligtttargjs and growth

We expect that our principal sources of funds to fund our operations, includinglbbe tidesth we gendrane Private

Company Partner Distributions. We believe that funds from these sources will prouitfieidtarimuiity and capital
resources to meet our ongoing business operations at existing levels. Despite our expectations, howe\agtditiame may require
equity or debt financing to meet our financing and operational requiremane. nbhessutance that this financing will be
available when required or available on commercially favourable terms or on terms that are otherwise isatisfiabtory to Alaris,
event our financial condition may be materially adversely affected.

The pgout by Alaris of substantially all of our operating cash may make additional investment capital and operating exper
dependent on increased cash flow or additional financings in the future. Alaris may require equity or idebaduimecing in orde
interests in nefvivate Company Partoensmiake additional contributions to our current Private Company Partners. Although wi
have been successful in obtaining such financing as and when required to date, there can be no assuinagedlthe such financ
available when required or will be on commercially favourable terms. A lack of availability or commeraiallyddivoitirable terms
our growth. The ability of Alaris to arrange such financing in the future will depend evpdingpapitabrparket conditions

as well as our business performance.

Our ability to pay dividends is affectedhgyterms of our Senior Credit Facility

Our ability to pay dividends is subject to applicable laws and contractual restrictroeatsigbeanstrg our indebtedness.

The degree to which Alaris is leveaadecbmpliance with other debt covenants under our dadildabditye important
consequences for Shareholders including: (i) our ability to obtain additionalfiearmitripfiaidas to private companies may

be limited; (ii) all or part of our cash flow from operations may be dedicated to the repayment of our indebigdgess, thereby
funds available for future operations or for payment of dividerdsif (@)rdestaowings are at variable rates of interest, which
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exposes us to the risk of increased interest rates; and (iv) we may be more vulnerable to economic downtotns and be limit
ability to withstand competitive pressures. These fatioreysebyimpact our cash flow, and, as a result, the amount of cash
available for payment of dividends.

Interest expense has been estimated for the purpose of estimating our distributable cash based on curréuat mr@ket condition:
subject to fluetiions. Such fluctuations could result in an unanticipated material increase in interest rates that could in turn k
material adser effect on cash available tdip@ensito Shareholders.

We are subject to fluctuations in currency

At this point time, the majority of our Distribate@paido usin United States dollars. However, our dividends are paid to our
Shareholders in Canadian dollars. Currently, we have in place currengniagegte taisk and economic consequences of
foreig currency exchange fluctuaiimesir monthly cash flowswever, the Canadian dollar relative to the United States dollar

is subject to fluctuations and the currency hedges are for a limitiacepefioerefcan be no guarantee that futuseniédge

be at rates of USDCAD that fully protect Al ariesdur cash
foreign exchange risk could adversely affect our business, financial condition and results of opetatienyd rcgetiaual,

to have a majority of our investments in the U.S., a declining Canadian dollar versus the U.S. dollar iisia aed bemefit to tAla |
cash flows and to the principal value of its investments.

Also, certain of our currency hedgesdreted by way of a forward contract, which come with an obligation to fulfill the contrac
at a future date. If Alaris did not have adequate USD to sell under the forward contract it would have betpaethe difference
the contract price and thmeeatispot price. If the current spot price is in Alaris' favor it could receive a cash benefit from not be
able to fulfill its forward contract. However, if the spot to forward price differential is not in Alakie' dasudbstantald o

armount of money to the holder of the contract. A significant loss of USD revenue would be one reason whyitalaris could not
obligations under the forward contracts. This could be as a result of a significant decrease in a Partresidtbdsimess, which r
significant decrease inigsribution to Alaris or if Alaris was repurchasetebpld h$ partrarseveral US Partners within

that time period\ny cash outlay to meet a forward contract obligation could negatively stiféotvlaris’ ca

Alaris has investments in a numti&Sobased businesses, and will continue to invest in U.S. based businesses, in U.S
denominatezlirrency. Alaris recently amended its credit facility to allow for USD denominated draws bufimesseS. based

This will act as a natural hedge on cash flows and future repurchases by Private Company Partners. Howiener, Alaris may f
to time purchase U.S. dollars in the spot market based on the USDCAD rate of exchange at thetimakeflih$e tiasenit t
investments. If Alasisedeemed on a U.S. dollar based investment it may incur a loss in the Canadian dollar equivalent if
USDCAD spot rate is lower at the time of the redemption than it was when the original investeréntoes noadedge

the fair value of its U.S. dollar denominated investments due to the fact that there is no expectation taxhehreskeemed or to e
investments and tHere there is an uncertain time horizon of such exit events. Tha&iexpaseadk loss, or gain, on a US

dollar investment, even if the investment was successful in its U.S. based currency. Alaris adjusts tise fmlaralue of its U.
denominated investments based on the USDCAD rate on the balance sheejudaterfangaebords an unrealized gain or

l oss to account for the fluctuations in the exhddwarnge r a
USDCAD exchange rate than the current spot USDCAD rate. Therefaigniilcaist asealized gains on its U.S. dollar
denominated investments to date, whicfif,thebecome realized géonsthe repurchase of our units) rireaseesult in

significant cash taxes being paiddmytlisse realized gains

Our Private Capany Partners have termination rights which may be exercised

Each of olrivate Company Parthassthe right to terminate their agreement with Alaris through a repurchase or redemption rig
that arises after a fixed period of time following tloé @lwsangngement with the appkratdee Company Partrdthough
Management believes that the repurchase or redemption purchase price would adequately compensate Alaris for the ft
payments, we would be requineinvest the cash recdiveldding possibly investing in our own shares through the repurchase
and cancellation of our shares, in order to maintain our dividend levels. There is no assurance that weesgsildiyoe able to suc
identify and complete any sliemative invesnis or complete any such share repurchase.

We and our Private Company Partners rely heavily on key personnel

The success of Alaris and of each Bfivate Company PartriEnsends on the abilities, experience, efforts and industry
knowledge of the@ispective senior management and other key employees, including their ability to retain and attract sk
management and employees. Theilonbpss of the services of any key personnel for any reason could have a material advers
effect on the busseefinancial condition, results of operations or future prospectsRifivdtei€ongpany Pattrieraddition,

the growth plans of Alaris aneriete Company Partdesscribed in this documeay require additional employees, increase
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the @mand on management and produce risks in both productivity and retention levelRrikdaeiantotey Partners

may not be able to attract and retain additional qualified management and employees as needed in the future. There ca
assurarethat Alaris or tRavate Company Partmélisbe able to effectively manage their growth, and any failure to do so could
have a material adverse effect on our business, financial condition, results of operations and future prospects.

Our share prics unpredictable and can be volatile

A publicly traded corporation will not necessarily trade at values determined by reference to the undéngssg Vidiee of its bus
prices at which the Common Shares will trade cannot be predicted. i€heofitaek€@qmmon Shares could be subject to
significant fluctuations in response to variations in quarterly and annual operating results, the resultscgfra@gtputrdic annou
make, general economic conditions, and other factors beyond our control.

We may issue additional Common Shares diluting existing Shareholders' interests

We may issue an unlimited number of Common Shares or other securities for such consideration and on such terms and c
as shall be established by us without the apBbaetholders. Any further issuance of Common Shares will dilute the interests
of existing Shareholders, if the proceeds of such issuances are not being used in a manner that éaetccastiviedm Alaris
operating activities per share. Hnet®kders will have neapngtive rights in connection with such future issuances.

We are subject to a risk of legal proceedings

In the normal course of business, we may be soibjegbheed iawsuits, claims, regulatory proceedings, aod fitigati
amounts not covered by our liability insurance. Some of these proceedings could result in significant stestsieAithough the o
such proceedings is not predictable with assurance, Alaris has no reason to believe that the didfeysitonldfisaad an
significant impact on our financial position, operating results or ability to carry on oi@sbusineisthacaii of this document

no material claims or litigatiantbeen brought against Alaris.

We are not, and do riotend to become, registered as an Investment Company under the U.S. trf@estpary Act and
related rules

We have not been and do not intend to become registered as an investment company under the U.S. Investment Company
related rules in retiaron the exemption from such registration provided by Section 3(c)(7) of that Act. The U.S. Investment Con
Act and related rules provide certain protections to investors and impose certain restrictions on compeadiestithideare register
U.S. scurities and Exchange Commissio8Ktbeds investment companies. None of these protections or restrictions is or will
be available to investors in Alaris. In addition, to comply with the Section 3(c)(7) exemption from regisgratiiratd avoid b

to register as an investments company under the U.S. Investment Company Act and related rules, we havensnplemented re
on the ownership and transfer of the Common Shares, which may materially affect your ability to holdam Bhasésr. the Com
Additionally, if we were required to register with the SEC as an investment company, compliance with the &h$. Investment (
Act would significantly and adversely affect our ability to conduct our business.

Potential investors' ability invest in Common Shares or to transfer any Common Shares that investors hold may be limited
by certain ERISA, U.S. Taode and other considerations

Alaris has restricted the ownership and holding of Common Shares so that none of our tesYgtnveiisaiasiias defined

in Section 3(42) of ERISA and applicable regulations) of any of the following: (1) an "employee benefitrptano{within the me
Section 3(3) of ERISA that is subject to Part 4 of Subtitle B of Title | of ERIB#jv{@ua pdtinement account or other
arrangement that is subject to Section 4975 of the U.S. Tax Code, (3) any other retirement or benefit ipdahih@t)is not descri
or (2), but that is subject any siamilaoi (4) an entity whose undedgiets are considered to include "plan assets" of any such
plan, account or arrangement-i(8jlpursuatd ERISA, the U.S. Tax Code or smilar |

If the Company's assets were considered to constitute "plan assets" of any of the foregexementiishibited
transactions" under Section 406 of ERISA 49&6&tiof the U.S. Tax Code or simitardld arise from transactions the Company
enters into in the ordinary course of business, resulting in tax penalties and mandbsoaighraseisaciions. Consequently,

each recipient and subsequent transfeoeenafnbares will, or will be deemed to, represent and warrant that it is not an entity
described in {®) in the preceding paragraph and that no portion of the éssatguisedr hold its interestimmon shares

or any beneficial interest therein constitutes or will constitute the assets of such an entity. Any hoidingoor Shemeter of

in violation of such representation will be vo@wrieship afddansfer Restrictions"
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Foreign Account Tax Compliaice t (7 PréviSidnA o )

In general, FATCA imposes due diligence, reporting and withholding obligations onUog&)dinéreiahamstitutions and

certain foreign (i.e.,-ub8.) nofinancial entities. A failure by such an institution or entity to comply with these obligations coul
subject it to a 30% U.S. withholding tax (AFATddiesaxo)
compensation anetpassive income and, beginning in 2019 gross proceeds from the sale or other disposition of property the
produce such type of U.S. source income) and thereby reduce its distributable cash andQmetaaizsandaioe.United

States enterentd an Intergovernmental Agreement (the "IGA") on February 5, 2014, which came into force on June 27, 20
facilitate compliance with FATCA by Canadian financifshancialdonstitutions and entities.

Under the IGA and the Canadian legislaterc t ed t o i mpl ement the | GA (the ACana
(i) registered with the IRS and acquired identifying numbers, (ii) performed, and will continue to perfaentospecified dilig
determine whether they have aByréportable accounts" and (iii) beginning in 2016, has annually reported, and will continue
annually report, information to the Canada Reveinafe Agen
Alaris' shareholders. Alsaler the Canada IGA Legislation, a shareholder of Alaris may be required to provide identity, reside
and other information to Alaris (and may be subject to penalties for failing to do so) that, in the casensf cedaitald.S. pers
norU.S.entities controlled by certain U.S. péksoissiould then report to the CRA and which the CRA would then report to the
IRS. The CRA has reported, and will report, such information about U.S. reportable accounts and such U.S. persons and |
entiies to the IRS pursuant to the exebiinfpemation provisions in the CGah&daax treaty.

Nevertheless, wrdhe Canada IGA Legislatprity and debt interests that are regularly traded on an established securities marke
are not treated dimancial accounts". If the Common Shares are regularly traded on an established securities market, Alaris w
be required to provide information to the CRA about U.S. holders of Common Shares. The Common Shares are regularly t
an establisbesecurities market and as such, Alaris does not expect to report information abdtg C&hololeiStafres to

the CRA under FATCA. However, should the Common Shares no longer be considered to be regularly traded on an est
securities matkdélaris' reporting obligations under FATCA may change.

Alaris and its subsidiaries intend to continue to take such measures and implement such procedures as its ilegainsultation wit
and tax counsel, determines to be necessary or desingtlle watltats obligations under the IGA and, more particularly, the
Canada IGA Legislation. If Alaris or a subsidiary of Alaris cannot (or otherwise does not) satisfy the dappifcigle requiremen
IGA and the Canada IGA Legislation or if the Gawadiarent is not in compliance with the IGA and if Alaris is otherwise unable
to comply with any relevant and applicable legislation, then Alaris (or a subsidiary of Alaris) could be Stdbjeamhdo the FATCA
thereby reduce the distributable casbtaubet value of Alaris.

The foregoing discussion is based on the U.S. Internal Revenue Code, guidance issued by the IRS and theyUnited States
Department, including regulations and IRS notices, and the IGA and the Canada |GAhecigis gtietatiorts thereof and

the guidance issued by the CRA). Future guidance, including explanations of and rulings interpreting guaféettauthorities, m
the application of FATCA to Alaris in a manner that is unfavorable to AlarfsGordrholi&isaves.

Passive Foreign Investment Company ("PRLIOEs and Potential Implications@os. Shareholders

Sections 1291 through 1298 of the United Statesablenterna
forU.S. shareholders) rules applicablelttoSharorporations that constitute PFICsU & noorporatiarillconstituta PFIC

for any taxable year in which either (1) at least 75% of its gfossticbaiaeable yesapassive incorfvehich wadilinclude,

among other things and subject to certain exceptions, dividends, interest, royalties, rents, annuities akiohattinat income of a
would be Aforeign personal hol di ng ca @pha avEge ipercerntagecod , as
assets, byalue (determined on the basis of a quarterly,bektdnye} during such taxable year which produce passive income

or which are held for the production of passive income is atHeahiSq%rpose, the-0oB. cqroration will be considered

as receiving directly its proportionate share of the income, and as holding its proportionate share of theraseats, of any cor
(whether U.S. or Hd18.) at least 25% (by value) of the stock of whied.Biecogpoiah owns directly or indirectly.

For any taxable year in which-bl/$ortorporation is a PFIC, and in the absence of an election by a U.S. sharehelder of such nc
U.S. corporation to either treat suth.né. cor por ati on (@suah fgluadtiiford t@| RQEF n
marketodo his orUhr chrapersattfosuchuanlmnel ection, an AMTM E
of certain fAexc e sUsS. cdrposation orbopoitheSns e hbyebaokbttdends di spositi
norU.S. corporation at a gain, be subject to U.S. federal income tax at the highest tax rate on ordinary inbgrearin effect for e«
to which the income is allocated plus an interesh¢hardeemed tax deferral, as if the distribution or gain had been recognized
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ratably over each day in the U.S. sUiSacorponatiohwhdersidck cofparaticchi n g
was a PFIC.

Based upaits (anctis s u b mdomle aadssetsn oriol) tax years, Alaris has taken the position that neither it nor any of its
subsidiaries were PFICs for any of its prior taxable years. Furthermoreubaesedaod jisojected operations and financial
expetationgor the current taxable y&mridelievethatneither it nor any of its subsidiaries will be a PRtGrfenthesble

year. However, the detextioim of whether Alaris or any of its subsidiaries was (for any prior taxalile ge&gaamel(for

the current or any future taxable yRI§ avaand isundamentally fapiecific in natuaad dependent on: (ajrkeme and

assetof Alaris and its subsidiaries over the course of any such taxable theaapatidatigri complex U.S. federal income

tax rules, which are subject to differing interpretations. CoAketueaniyot provide any assurance that: (i) neither it nor any
of its subsidiaries was (for any prior taxable year) or will be or becom{(for dmg dwture taxable year) a PFIC; or (ii) that

the IRS would not take the position that either Alaris and/or any one or more of its subsidiaries shoulddeavediedn or should
as a PFIC for any one or more taxable years despite a ootimigapossiion of Alaris or the applicable subsidiary.

If Alarisvere to be deecome a PFIGr the current or any future taxablégedoes not intend to make available to U.S.
shareholders the financial information necessary @ERElegtian however, provided the Common Sheairgs constitute

fimar ketable stocko (as speci fi t.8.lshaeholddofildenableto makaMTM t he M
Electiorwith respect tus or heCommon Shareshlaris belieg that the Common Shares would currently be considered
fimar ketable stocko for this purpose. The maki rhgresof an
having to recognize as ordinary income or loss each year anahtodhet difference as of the close of such year (or the actual

di sposition of the Common Shares) between the fadlr mark
income tax basis in such shares. Losses would be gllmitbe emtent of the net #taariarket gain previously included in

income by the U.S. shareholder under the MTM Election for prior taxable years. If an MTM Election is rmdd@mthen distributi
Alaris with respect to the Common Shares woulddbastié#\laris were not a PFIC, except that the lower tax rate currently
imposed on dividends to individuals would not apply.

Alaris urges Ushareholdets consult their own tax advisors regarding the possible application of the PFIC rules.
Our capcity to protect our intellectual property may be limited

We rely on various intellectual property protections, including trademark laws, to preserve our intelledétwabyproperty rights
investment in End of the Roll. To protect our intellectyahvprofay become involved in litigation, which could result in substantial
expenses, divere thttention of Management, caigmificant delays, materially disrupt the conduct of our business or adversely
affect our revenues, financial positicesatisl of operations.
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Risks Relating to Our Material Private Company Partners

Our material Private Company Partners face a number of business, operational and other risks which if neaféréal, could have ¢
impact on our operating results anticcen@hese risks are outlined in more detail below.

Risks Relating Specifically to Sequel

Referral Loss Sequel receives referrals from many sources and relies on these referra
business. Though Sequel has-divegtiified referral@asid does not have signifi
exposure to a single referral source, the loss of a few major referral sources
adverse effect on Sequel's revenues.

Regulatory Environment The healthcare industry in the United States is regulatextalt #tatéednd munici
levels. In order for Sequel to operate its business and obtain reimbursernr
party payors, they must obtain and maintain a variety of licenses, permits ar
and accreditations. Failure to meet théorggelguirements could have an ac
effect on Sequel's financial performance.

Healthcare Reform Sequel relies on income generated from treating patients covered by hee
whether it is a government source or third party payor. dttheecawmeaterial adve
change in the United States healthcare system as it relates to the coverage
behavioral health it could have an adverse effect on Sequel's financial perfc

Reimbursemdrate Although Sequel does mve significant concentration from a single payor
Reductions reduction in the reimbursement rate by any of the payors in the industry «
adverse effect on Sequel's financial performance.

Risks Relating Specifically to SMi

SMi conducts business in countries which are prone to political instability,
civil unrest. Any of these could lead to a negative impact on SMi's revenue
if they affect the business in any way.

Conducting Busirés
CountrieBrone to Political
InstabilityGorruption and
Civil Unrest

A significant amount of SMi's revenue is generated in the province of Qi
business could be impacted if the Province of Quebec is affected by a prolc
stagnant or contracting economic activity; significant or prolonged bad we¢
implementation of regulations which significantly impacts the industry in
operates, to name a few.

Geographic Revenue
Concentration

As a result of the uinethbusiness practices of certain construction and engine
in Quebec, and the Charbonneau Inquiry which followed, certain regulatic
put in place to deter and prevent unethical business practices, specificall
Autorité demarchés financie®\F) certification to bid on public projects larc
$10 million in size. Although SMi is currently approved to bid on this work,
to meet the requirements regulators have put in place it could have ds
business.

Quebec's Regulatory
Environment

SMi needs to maintain a healthy balance sheet in order to continue to bid a
larger contracts as many larger contracts require performancelyuratantettars
of credit. A decline in credit wortlcimgigisaffect its ability to obtain these fil
instruments which in turn could affect its ability to generate new revenue. ¢
to ensure that it collects its accounts receivable in a consistent and timely m
having workingpital issues due to the nature of its business and the fac
revolving credit facility uses act«
sales outstanding can impact both the cash flows of the business and its t
onits credit facility both of which could have an impact on distributions to Al

Balance Sheet
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SMi periodically bids on projects as a part of a consortium. If any me
consortium partakes in unethical busiretgegrar is accused of corruption «
kind, it could have a negative effect on SMi's reputation as well as its financ

Unethical behavior by
Consortium Partners

SMi relies on revenues generated from long term contracts to fund theSjie
as well as the distributions payable to Alaris. New contractedgace ptaenaee
sought out and entered into frequently. However, if SMi fails to replace the
a significant legacy contract following its completion ontiércoundtaffect its ab
to fund the distribution payable to Alaris, as well as other commitments anc

Failure to replace legacy
contracts

As previously disclosedi t&ld incurred significamétimecosts assaated with a
outstanding lawsuit that it stars tteebeneficiary of, which along with other
resulted in breach of certain financial covenants. As a result, its senior len:
the monthly distribution to Alzdig has also notbeble to receiving bonding for
international projectdpon a successful settlement of theresusdtiitg in signific:
financial award to Stfieé Corporation expects collection of all outstanding di
from 2015 and 2016 in fisdal&@d also expects the outstanding principal on t
prowded to SMi to be repaid in 2&1&ell as the resumption of regularly sct
distributiorts Alaris assuming its existing lender has been refinanced and th
of the businesegports cash payments | f t he | awsui t i
alternatives will have to be utilized to address the cash constraints and ¢
Alarim nd S Mi 6 s. Asresolitianrof tHe éawstie rSMb6 s f a v
cash awaraill open up international bonding capabilities, regardless of the

Failure to haeepositive
settlement ofitstanding
lawsuit

Risks Relating Specifically to DNT

During certain times, DNT chooses to have a higher percentage of its reve
from ew residential development projects than commercial or infrastruct
Although it is DNTs strategy to focus more of its efforts on the segment of t
the most current and projected growth, it exposes DNT to a downturn in 1
development segment of the economy, which can have a material impact or
In times of economic downturns DNT can shift its focus to commercial anc
projects. However, failing to do stintelg manneéo offset lost reverfuem the
residenti al segment , or at all, c.

Exposure to residential
development

Geographic exposure to DNT focuses primarily on the Austin and San Antonio regions of the st

Austin and San Antonio  Although these two regions hawestreeconomies, which are diversified
healthcare, technology and education, they are close enough in proximity
by the same economic and weather related factors. This lack of geographic
exposes DNT to more conceneatsds than it would otherwise be if it wer
diversified across many regions of the United States.

DNT Requires bonding on a significant number of its projects. This rec
maintain a healthy balance sheet ordatsk thf not being able to bakdaimew
projects. Any |l ack of ability to
cash flows.

Bonding requirements

Unusual amounts of @n impact the business signifiasit prevents DNT fi
providing its services and in many instances can increase costs for things
remediati on. The unusual wet wea
margins on certain projects. The unusual wet weathercaase margins to er
when the work is eventually restarted as it may require overtime hours ta
work on schedule.

Seasonality including wea
related events

As costs are established on estimates for fixed price contracts, DNT bears 1

Fixed price contracts , : ) . _ :
overrns. Generally it manages the risk with vigotmdsapedysis and throt
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hedging of its materials and fuel costs. However, errors in estimating ar
weather events can cause both labour and materials costs overruns.

DNTgenerates a large portion of its revenues from a handful of customers.
win new tenders with these customers or if the customers face financial
results in the delay or ¢ anc @Wsxanibe
negatively impacted until the revenue can be replaced through other sourct

Customer concentration

Risks Relating Specifically to Federal Resources

Federal Resources derives a majority @feitsier from contracts with the
government, as well as other State level and municipal contracts. U.S
contracts have complex procurement rules and certain regulations. A failt
these rules/regulations can result in pen@liess termination of certain con
disqualification from bidding on future contracts and suspension or permi
from bidding on U.S. government contracts.

Complex procurement rule
and regulations on U.S.
government contracts

If a reviewgudit or cost adjustment conducted by the U.S. government r¢
outcome negative to Federal Resources, it could adversely affect their prc
flow or growth prospects.

Subject to reviews, audits
and costs adjustments by
U.S. government

The U.S. government cancedaoontracts at any time through a termine
convenience provision, provided that they cover Federal Resources for ¢
Although cost coverage would result in Federal Resources not incurring
inventory it purchased, itatithake a profit on the sale and will need to find a s
new customer or customers and sell the product over a prolonged period ¢
to eventually realize a profit on the inventory.

Contracts can be cancelle
anytime

Federal Resources compethsawiumber of large established multinational co
This results in competitive pricing and low profit margins. Successfully wir
in a competitive environment can result in losses on certain contracts if ce
change givehe low profit margins Federal Resources operates with.

Competition is intense

Due to the timing of governmentds
can come within a certain time of the year. This requires FedesabReaoag
its cash flows for operations, debt payments and distribution payments tc
remaining months of a given year out of the cash generated from prior sa
properly manage cash flow from seasonal sales could negativElydéng
Resources cash flow.

Seasonality/variability of
revenue

Due to the amount of inventory Federal Resources has to carry to satisfy ce
at certain times of the year, it can result dasigedjuirements for working cag
fund operations. If Federal Resources fails to have sufficient working cag
periodic needs it could negatively impact the cash flows of the business anc
of Distributions to Alaris.

Working capital requireme
at certain times of the yea
can be significant

A detine in U.S. governme Given that Federal Resources generates a majority of its revenue from U..
defense budgets can impz defense contracts it could be negatively impacted by a general decrease in (
FRS spending in a given year.
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Risks relating to all of our Private Company Partners, generally
RISKS RELATING TO A OURPRIVATECOMPANYARTNERSGENERALLY

In addition to the risks relating specifically to our material Private Company Partners, there a numdleiropatiexrisks wh
our current and future Private Company Partners collectively, which if realized, could have a material impacidon our operat
financial condition, as described below.

How a Private Company Partner is leveraged may have adverqaerweseto them

Leverage may have important adverse consequené@s/atedompany PartnBrévate Company Partneay be subject

to restrictive financial and operating covenants. Leverage may impair our Private Company Parteetiseialilityréo finan
operations and capital needs as well as to continue to pay our distribution. As a result, their flexibitigirtg besoassto ch
and economic conditions and to business opportunities may be limited. A leveraged canthaay asisetsmell tend to
increase or decrease at a greater raifebibiaowed money was not used.

Our Private Company Partners rely on key personnel

Often, the success of a private business depends on the management talents and edfgrissoinsner @ $mall group of

persons. The death, disability or resignation of one or more of these persons could have a material &dlivetge impact on &
Company Parttseoperations or ability to access additional capital, qualified persarmsnepg@ndSee alftisk Factors

i Operational and Financial Risk Factors Relating to ouaBuwsities§/e and our Private Company Partners rely heavily on

key personnel”

A lack of funding for our Private Company Partners could have adnsesguences to them

Each of our Private Company Partners may continue to require additional working capital to conduct theliivéiasting business
and to expand their businesses. Our Private Company Partners may need to raise addiffocallfbodstidmeuvith

corporate partners, including Alaris, or through private or public financings to stggpogrthethleffgrts. If adequate funds

are not available, our Private Company Partners may be required to curtail tleeiimssinesseainj more areas. There can

be no assurance that unforeseen developments or circumstances will not alter a Private Company Partnerlsatequirements fc
and no assurance can be given that additional financing will be available t@nnasciéptaall.

Failure to Realize Anticipated Benefits of Acquisitions

The business model for a number of our Private Company Partners includes an acquisition strategy involving the acqui
businesses and assets. In addition, a Privaa@yCBartner's business could launch a new business line or service offering.
Achieving the benefits of acquisitions and other transactions depends on, among other things, successftibpsonsolidating f
and integrating operations and procedutiesely and efficient manner, allocating appropriate resources, including management
time, and a Private Company Partner's ability to realize the anticipated growth opportunities and synergiasdrgredombining th
businesses, assets and operatittmithose of their own. The integration of acquired businesses or new business lines may requ
substantial management effort, time and resources diverting management's focus from other strategic oppoatiunities and op
matters. A failure tozeadn the anticipated benefits of such acquisitions or new business lines could have a material adverse in
on a Private Company Partner's operations and therefore on our operations.

Our Private Company Partners may suffer damage to their brantibreputa

Damage to the reputation dPrivate Company Partrienands, or the reputation of the brands of suppliers of products that are
offered by tHerivate Company Partnessld result from events out of the contrBrivbteiCompany Partnétss damage

could negatively impact consumer opinioRraadbeiilCompany Partoettheir related products and services, which could have
an adverse effect onRhigate Company Partrggformance.

Our Private Company Partners face intense ¢iimpe

Our Private Company Partnassface intense competition, including competition from companies with greater financial and ot
resources, more extensive development, manufacturing, marketing, and other capabilities, and a lardenanagaeiadf qualifie
and technical personnel. There can be no assuranégittat dompany Partméitde able to successfully compete against

their respective competitors or that such competition will not have a material adverse effecispfirthaiidusimetisen,

results of operations and cash floviseaafortneir ability fmy Distributiotts Alaris.
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Additional franchises and franchise operations may be limited

One of oWrrivate Company Partnéngl of the Radl a franchisolhe growth of revenues of this company is largely dependent
upontsability to maintain and grow its franchise systems and to execute its current growth strategy for both iméreasing the nu
franchisees and increasing the number of locat®remlidhy is unable to attract qualified franchisees, its operations could be
adversely affected. The slowing of growth could lead potential and existing franchisees to begin to look elsewhere fo
opportunities. The growth of the franchisethesugihkadding new franchisees is somewhat dependent upon available personnel.

Additionally, PFGP is a franchisee of Planet Filanatiess.
Fitness franchisor, including decisioimgy redapricing, advertising, policy and procedures as well as approvals required for
acquisitions and territory expansion. Business ddeci si c
profitability. In addition, PFGP musy eathpthe terms of its franchise agreements with the franchisor and its applicable lanc
development agreements. A failure to comply with such obligations or a failure to obtain renewals on any expiring fr:
agreements coul d paadioner sely affect PFGPO6s o

Changes in the industry in which the Private Company Partners operate

Our Partners operate in a number of different industries, some of which are heavily regulated. A chang@ie tfe regulatory r
such industries or a material chatige @conomic factors specific to any industry in which our Partners operate, could have |
material impact on the operations of such Partners and, therefore, could have an adverse impact on thmitiabditp to pay Distr
Alaris.

Risks regarding legproceedings involving our Private Company Partners

During the course of their operations, our Partners may be subject to or involved in lawsuits, claims, regulatbey proceedings
litigation matters for amounts not covered by their liabitiey iSsume of these proceedings could result in significant costs and
restraints on a Partnerdés operations, which refawajdould negat
have a material impact on our financiah@ectar

There could be material adjustments to financial information once an annual audit is conducted

Alaris receives unaudited internal financial information from each of its Private Company Partners througiesut the year an
certain estimates os thformation. Upon conducting an audit of the annual information there could be material adjustments t
financial statements used by us in determining such estimates and therefore Alaris may have to change thedin guidance tt
previously giveo its shareholders. The adjustments could also impact financial covenants that our Private Company Partner:
with their lenders and thus could impact the distribution to Alaris.
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FORWARHB.OOKINGSTATEMENTS

This MD&A contains forward lookingestateBtatements other than statements of historical fact contained in this MD&A may b
forward | ooking statements, including, withoutroWth mitat:
results of operations, performartdasiness prospects and opportunities of the Corporation and the Partners, the gener:
economy, the amount and timing of the declaration and payment of dividends by the Corporation, the futuredinencial position
of the Corporation, busineategly, proposed acquisitions, growth opportunities, budgets, litigation, projected costs and plans :
objectives of or involving the Corporation or the Partners. In particular, this MD&A contains forward loo#finglstatements rega
anticipated finzial and operatingfpenance of the Partners in, 20dl6ding, without limitation, the earnings coverage ratio for

the Partners; the revenigebe received by Alaris in 2046n annual and quarterly)basis t he Cor por ati on¢
administrate expenses and cash requireme&fts@inhe CRA proceedings (including the expectethdirfimancial impact
thereof); the Cor pmdigributi® frofm Partmpees;ythe proposedarésolutign ofdhle KMiHycash flow issues
(incldling the structure, amount to be received by Alaris and the timing thereof); the impact and timing of @xst reduction str
working capital improvement and other cash flow initiatives of certain Bartnels;ar i s abi |inessgstad o at t
invest inMany of these statements can be identified by looking for words such as "believe", "expects"”, "will", "intends", "prt
"anticipates"”, "estimates"”, "continues" or similar words or the nedgktiviedestteat.that anydodiwooking statements herein

constitute a financial outlook, including without limitation, estimated revenues) and expenses, AnnualizsdthRggsut Ratio, and
in distributions from Partners, they were approved by management as of the date heesoinghdlbd to assist readers in
understanding managementés current expectations regardi
assumptions disclosed hefidiare can be no assurance that the plans, intentiortateresxppon which these forward looking
statements are based will occur. Forward looking statements are subject to risks, uncertainties and assumpé&ons and shoul
read as guarantees or assurances of future performance. Accordingly, readedsreretagalace undue reliance on any
forward | ooking information contained in this MBRB&A. St a
beliefs and assumptions based on information in its possession on theDdafe Aftliniagid management believes that the
expectations represented in such forward looking statements are reasonable, there can be no assurance it such expecta
prove to be correct.

Statements containing foreaidng information by thair@atvolve numerous assumptions and significant known and unknown
facts and uncertainties of both a general and a specific nature. The forward looking information containeddnta@in are based c
assumptions, including assumptions regardingrthangerfaf the Canadian and U.S. ecoovenidse next 24 morghd

how that will affect our business and our ability to identify and close new opportunities with new Privateah@ompany Partn
continuing ability oftthsiness of tRartnes to payhe distributionke performance of the Private Company jBaatrietsrest

rates will not rise in a material way over the next 12 to 24 months; that the businesses of the Partnersnailériat change in a
way; that the Corporation will exgemnet positive resets to its annual royalties lamnibdsstiiom its Partners in; 20&6e

private companies will require access to alternative sources of capital; and that Alaris will have theedlBlifyitp aaderequi

debt financirgn acceptable terms

Some of the factors that could affect future results and could cause results to differ materially from thésevaxgressed in the
looking statements contained herein include risks relating to: the dependence of thih&Bgrtmatimrrisks relating to the
Partners and their businesses; reliance on key personnel; general economic conditions; failure to comjtgtatedrealize the ar
benefits of transactions; I i mi toéfdturedgrowte; ragilability ofafuturedimancmd; Al
competition; government regulation; leverage and restrictive covenants under credit facilities; the abiltgrmirtbte Partners t
the various agreements with ;Alapsedictability and potevaiatility of the trading price of the common shares; fluctuations in
the amount of cash dividends; restrictions on the potential growth of the Corporation as a consequence a$ thfe payment by
substantially all of its operating cash flow; dxcmieted riskahility to recover from the Partners for defaults under the various
agreements with Alaris; potential conflicts of interest; dilution; liquidity of CachamayeShartbe financial markets; risks
associated with the Partners aimadbpective businesses; a change in the ability of the Partners to continue to pay Distributions
Alaris; a material change in the operations of a Partner or the industries in whiehfdileyeojpecdiin the benefit of any
concessions pided to any Partner$ailure to obtain required regulatory approvals on a timely basis or at all; changes in legislati
and regulations and the interpretations t herratoifonged s td hgaal
thereof; andhaterial adjustments to the unaudited internal financial reports provided to Alaris bijhthénfeantradicn

contained in this MD&A, includindpotimeation set forth under "Risks and Un¢&edairtifies additional fathatscould affect

the operating results and performance of the Corporation. Without limitation of the foregoing assumptienfoandrdsk factors, t
looking statements in this MD&A regarding the revenues anticipated to be received frainthiee(eapioiatsoa’s general

and administrative expenses are based on a humber of assumptions including no adverse developments inshe business ar
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of the Partners that would impair their ability to fulfill their payment obligationsdo #rel @orpuaitdrial changes to the
business of the Corporation or current economic conditions that would result in an increase in general @mdeglministrative ex|

The forwaddoking statements contained herein are expressly qualified in byethisntizetjonary statement. The forward
looking statements included in this MD&A are made as of the date of this MD&A and Alaris does not undertake or assu
obligation to update or revise such statements to reflect new events or circunetagqeeelgemquired by applicable
securities legislation.

ADDITIONAINFORMATION

Additional information relating to the Corporation, including the Corporation's Annual Information Form, is on a
on SEDAR atwwsedar.comr under the @Al nvest or swvwslaisrdyaltpaomof t h
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Consolidated Financial Statements of

ALARIS ROYALTY CORP.

Audited financial statements fgedns ended
December 31, 2016 and 2015
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CONSOLIDATED FINANCIAL STATEMENTS

KPMG LLP Telephone: 4036918000
205i 5" Avenue SW Fax: 4036918008
Suite 31MBow Valley Square 2 www.kpmg.ca

Calgary, AB T2P 4B9

INDEPENDEMYUDITOREREPORT

To the Shareholders of Alaris Royalty Corp.

We have audited the accompanying consolidated financial statements of Alaris Royalty fCise thevliohsotidated
statement of financial position as at December 31, 2016 and December 31, 2015, the consolidated statements of compre
income/(loss), changes in equity and cash flows for the years then ended, and notes, comprégmifiassuracamyring

policies and other explanatory information.

Management s Responsibility for the Consolidated Financ

Management is responsible for the preparation and fair presentation of these consolidated financiatlatate mathits in accor
International Financial Reporting Standards, and for such internal control as management determines is recessary to en
preparation of financial statements that are free from material misstatement, whether due to fraud or error.

Au d i Resgporsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audisidii®e conducted o
in accordance with Canadian generally accepted auditing standards. Those standards requite dtaioakreqomipynents

and plan and perform the audit to obtain reasonable assurance about whether the consolidated financial atatements are fi
material misstatement.

An audit involves performing procedures to obtain audit evidence abautititedisotmsutres in the consolidated financial
statements. The procedures selected depend on our judgment, including the assessment of the risks of makerial misstateme
consolidated financial statements, whether due to fraud or error.dsemiakirggshssments, we consider internal control
relevant to the entitybés preparation and f ai procpduressent at
that are appropriate in the circumstances, but not for theepurposeeofs si ng an opi nion on the e
control. An audit also includes evaluating the appropriateness of accounting policies used and the reasongbleness of ac
estimates made by management, as well as evaluatialj fnesgrgation of the consolidated financial statements.

We believe that the audit evidence we have obtained in our audits is sufficient and appropriate to proditlegiriasis for our au
Opinion

In our opinion, the consolidated financialrgtapea®ent fairly, in all material respects, the financial position of Alaris Royalty Corp
as at December 31, 2016 and December 31, 2015, and its financial performance and its cash flows for the years then e
accordance with International FirRepating Standards

KPG e

ChartereBrofessionalccountants

Marclv, 207
Calgary, Canada

KPMG LLP is a Canadian limited liability partnership and a member firmeifitbik KWPM@&pendent member firms affiliated with KPMG

International Coopergfve KPMG | nt ernati onal o) , a Swiss entity. KPMG Canadze
KPMG Confidential
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Consolidatdeinancial Statements (continued)

CONSOLIDATED STATEMBER FINANCIAL POSN

31Dec 31-Dec
Note 2016 2015
Cash and cash equivalents $29,490,84 $ 20,990,70
Prepayments 2,097,07( 2,434,451
Income tax receivable 10 - 3,528,50¢
Trade and other receivables 5 16,762,20« 10,577,98!
Investment tax credit receivable 10 3,653,71¢ 3,796,88¢
Promissory notes receivable 5 21,922 45 11,750,00(
Current Assets 73,926,28: 53,078,53!
Promissory notes and other receivables 5 7,891,312 7,234,94¢
Deposits 10 16,255,77: 11,981,34!
Equipment 6 647,445 791,942
Intangible assets 5 6,206,45¢ 6,297,39:
Investments at fair value 5 681,09370 704,109,36'
Investment tax credit receivable 10 1,200,60¢ 4,716,91¢
Noncurrent assets 713,294,95 735,131,911
Total Assets $ 787,221,223 $ 788,210,44
Accounts payable and accrued liabilities $ 3,057,45 $2,138,13.
Dividends payable 4,905,36¢ 4,900,86¢
Foreign exchange contracts 4 712,349 5,345,48¢
Income tax payable 10 2,007,24¢ 1,841,63¢
Current Liabilities 10,682,41¢ 14,226,12:
Deferred income taxes 10 22,457,58( 19,490,79:
Loans anbdorrowings 8 99,382,99¢ 77,447,07"
Noncurrent liabilities 121,840,57' 96,937,86¢
Total Liabilities $ 132,522,99 $111,163,99
Share capital 7 $617,892,81 $617,626,77
Equity reserve 9 11,628,36:- 7,525,767
Fair value reserve -27,930,94( 1,874,90:
Translation reserve 23,029,12( 27,651,19:
Retained earnings 30,078,88! 22,367,81¢
Total Equity $ 654,698,24 $ 677,046,45
Total Liabilities and Equity $ 787,221,223 $ 788,210,44
Commitments, contingencgasagantees 12
Subsequent events 13

On behalf of the Board:

Directofsigned)Jack C. Lee"
Directofsigned)Mary Ritchie"
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CONSOLIDATED STATENMBER COMPREHENSNMEOME (LOSS

Year ended December 31, 2016

Revenues

Note

2016

2015

Royalties and distributions 5 $ 98,486,160 $ 81,894,788
Interest and other 5 1,556,213 951,683
Total Revenue 100,042,373 82,846,471
Other income

Gain on partner redemption 5 20,270,826 2,792,457
Realized gain/(loss)amrifjn exchange contracts 4 3,472,809 (4,155,100)
Total Other income / (loss) 23,743,635 (1,362,643)
Salaries and benefits 3,360,999 2,822,459
Corporate and office 3,296,509 2,849,447
Legal and accounting fees 2,512,724 2,262,792
Noncash stoekased compensation 9 4,368,640 3,535,268
Bad debt expense 5 2,442,130 3,570,277
Impairment of preferred units 5 7,000,000 20,460,000
Depreciation and amortization 278,533 203,170
Total Operating Expenses 23,259,535 35,703,413
Earnings / (loss) befotiee undernoted 100,526,473 45,780,415
Finance costs 8 5,881,981 3,205,244
Unrealized (gain)/loss on foreign exchange contracts (4,633,139) 3,803,858
Unrealized foreign exchange loss/(gain) 13,135,606 (33,405,320)
Earnings before taxes 86,142,025 72176,633
Current income tax expense 10 7,104,359 2,262,824
Deferred income tax expense 10 12,484,287 12,052,333
Total income tax expense 19,588,646 14,315,157
Earnings 66,553,379 57,861,476

Other comprehensive income

Transfer on redemptbmvestments at fair value (27,399,056) 2,667,543
Net change in fair value of investments at fair value (8,019,550) 3,972,055
Tax effect of items in other comprehensive income 5,612,763 (2,127,342)
Foreign currency translation differences (4,62271) 20,579,774
g;her comprehensive income / (loss) for the year, net o (34,427,914) 25.092,030
Total comprehensive income for the year 32,125,465 82,953,506

Earnings per share

Basic earnings per share 7 $1.83 $1.70
Fully diluteghrnings per share 7 $1.81 $1.68
Weighted average shares outstanding

Basic 7 36,335,524 33,960,479
Fully Diluted 7 36,711,139 34,390,355
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CONSOLIDATED STATEMBER CHANGES IN EQUI
Forthe year ended December 315201

Share Equity Fair Value  Translation Retained Total
Notes Capital Reserve Reserve Reserve Earnings Equity
Balance at January 1, 2015 $ 498,363,06¢ $ 8,858,711 $ (2,637,353 $ 7,071,417 $ 18,023,87. $ 529,679,71
Earningsdr the year - - - - 57,861,476 57,861,47¢
Other comprehensive income
Transfer on redemption of investments at fair valut - - 2,667,543 - - 2,667,54:
Net change in investments at fair value - - 3,972,055 - - 3,972,05¢
Tax effect on items in other comprehensive incom - - (2,127,342) - - (2,127,342
Foreign currency translation differences - - - 20,579,774 - 20,579,77:
Total other comprehensive income - - 4,512,256 20,579,774 - 25,092,03(
Total comprehensive income for the year $- $ - $ 4,512,256 $ 20,579,77:- $ 57,861,471 $ 82,953,50

Transactions with shareholders of the Company,

recognized directly in equity

Noncash stock based compensation 9 - $3,535,268 - - - $3,535,26¢
Dividends to shareholders 7 - - - - (53,517,530 (53,517,530
Shares issued in the year 115,035,478 - - - - 115,035,47
Share issue costs, net of tax (4,010,958) - - - - (4,010,958
Shares issued after RSU vesting 3,7%,607 (3,795,607) -

Options exercised in the year 4,443,580 (1,072,605) - - - 3,370,97¢
Total transactions with Shareholders of the Comps 119,263,707 (1,332,944) - - (53,517,530, 64,413,23!
Balance at Deenber 31, 2015 $617,626,773 $7,525,767 $ 1,874,903 $ 27,651,19. $ 22,367,81' $ 677,046,45
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CONSOLIDATED STATEMBR CHANGES IN EQUI
Forthe year ended DecemBBér, 206

Share Equity Fair Value Translation Retained Total
Notes Capital Reserve Reserve Reserve Earnings Equity
Balance at January 1, 2016 $ 617,626,77. $ 7,525,767 $ 1,874,903 $ 27,651,19. $ 22,367,81! $ 677,046,45
Earnings for the year - - - - 66,553,379 66,%3,379
Other comprehensive income
Transfer on redemption of investments at fair val - - (27,399,056) - - (27,399,05€
Net change in investments at fair value (8,019,550) - - (8,019,550
Tax effect on items in other compkehierceime - - 5,612,763 - - 5,612,762
Foreign currency translation differences - - - (4,622,071) - (4,622,071
Total other comprehensive income - - (29,805,843) (4,622,071) - (34,427,914
Total comprehensive income for the year $ - $ - $ (29,805,843 $ (4,622,071 $ 66,553,37! $ 32,125,46

Transactions with shareholders of the Company,

recognized directly in equity

Noncash stock based compensation 9 - $ 4,368,640 - - - $ 4,368,641
Dividends to shareholders 7 - - - - (58,842,317, (58,842,317
Options exercised in the year 266,045 (266,045) - - - -

Total transactions with Shareholders of the Com, 266,045 4,102,595 - - (58,842,317, (54,473,677
Balance at December 31, 2016 $ 617,892,81¢ $ 11,628,36- $ (27,930,940 $ 23,029,12( $ 30,078,881 $ 654,698,24
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CONSOLIDATED STATEMBER CASH FLOWS

For the year ended December 31

Cash flows from operating activities

Earnings from the year

Adjustments for:

Finance costs

Deferred income tax expense
Depreciation and amortization

Bad debt expense

Impairment of preferred units

Gain on partner redemption

Unrealized (gain) / loss on foreigh exchange contracts
Unrealized foreign exchange (gain) / loss
Nonrcash stoekased compensation

Change in:

-trade and other receivables

-income tax receivable / payable

- prepayments

- accounts payable and accrued liabilities
Cash generated from operating activities
Finance costs

Net cash from operating activities

(6206, &) By e))

2016 2015
$ 66,5589 $ 57,861,4
5,881,981 3,205,24¢
12,484,28' 12,052,33:
278,533 203,170
2,442,13( 3,570,271
7,000,00( 20,460,00!
(20,270,826 (2,792,457
(4,633,139 3,803,85¢
13,135,60¢ (33,405,32C
4,368,64( 3,535,26¢
$  87,240,5¢ $ 68,493,8.
(13,017,661 (9,758,469
3,694,11¢ -
337,381 (2,233,956
919,325 2,526,10¢
79,173,75! 59,0229
(5,881,981 (3,205,244
$  73,291,7 $ 55,822,2

Cash flows from investing activities

Acquisition of equipment
Acquisition of preferred units
Proceeds from partner redemptions
Promissory notes issued
Promissory notes repaid

Net cash used in investing activities

g1 o1 o1 o1 O

$ (43,09 $ (794,611
(110,881,97¢ (178,150,381
103,211,95 44,300,00(
(6,750,000 (12,214,85C
312,500 5,821,50¢

$ (14,150,62 $ (141,038,33

Cash flows from financing activities

New share capital, net of share issue costs
Proceeds from exercise of options
Repayment of debt

Proceeds from debt

Dividends paid

Deposits with CRA

Net cash from / (used in) financing activities

Née increase in cash and cash equivalents
Impact of foreign exchange on cash balances
Cash and cash equivalents, Beginning of year

Cash and cash equivalents, End of year

~N 00 00 © N

$ - $  109,580,6:
- 3,370,97¢
(78,863,076 (150,800,00(
99,656,50( 192,747,07
(58,837,818 (52,625,70€
(4,233,362 (10,713,96¢
$  (42,277,75 $ 91,558,9¢
$  16,863,3¢ $ 6,342,9.
(8,363,253 1,164,23:
20,990,70: 13,483,52«
$  29,490,8¢ $ 20,990, 7(
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NOTES TO CONSOLIDATE FINANCIAL STATEMENTS

1. REPORTING ENTITY

Alaris Royalty Corporation is a company domiciled in Calgary, Alberta,dbanéidatethié&nancial statements as at the year
ended December 31, 2016 comprise Alaris RoyaltyheCorpor
Corporationds Canadi an oper at lhcomesGroath FundParmetship) are SalatissSmallu g |
Cap. Royalty Corp. (ASalarisod). The Corporationds U.S.
(AAl aris USAO0) and Sal ari s US peraBanycarisist grimarily of inveétriie8taih @ivaies |
operating entities, typically in the form of preferred limited partnership interests, preferred interestrpotatited liability

the United States, loans receivable, tertonigcense drroyalty arrangements. The Corporation also hasvadtblly
subsidiaries in the Netherlands, Alaris Coopeataitefed) U. .

2. STATEMENT OF COMPOEN

(a) Statement of compliance

These awsolidated financial statements have been prepared in accordance with International Financial Reporting Standa
(Al FRS0) as issued by the International Accounting St

These consolidated financial statements were approved by the Goesdof\lareh 7, 2017.
(b) Basis of measurement

The consolidated financial statements have been prepared on the historical cost basis except for the foilowing material i
the statement of financial position:

1 Availabléorsale financial assetsgstments at fair value) are measured at fair value with changes in fair value
recorded in other comprehensive income or earnings if the asset is impaired.

9 Derivative financial instruments are measured at fair value.
(c) Functional and presentation gurrenc

These consolidated financi al statements are presented
Alaris USA Inc. and Salaris USA have the United States dollar, while Alaris Cooperatief and Salaris Cooperatief have th
Canadian tlar as the functional currencies.

(d) Use of estimates and judgments

The preparation of the consolidated financial statements requires management to make judgments, estimates and assul
that affect the application of accounting policies amtethamapots of assets, liabilities, income and expenses. Actual
results may differ from these estimates.

Information about assumptions, judgments and estimation uncertainties that have a significant risk of resulting in a mate
adjustment within thgtnerelve months are as follows:

Key judgments

A key judgment relates to the consideration of control, joint control and significant influence in eachlod our investments. T
Corporation has agreements with various partners and these agreemeatsyirctbudsesats to distributions but also

various protective rights. The Corporation has assessed these rights under IFRS 10 and 11 and determirsed that consolida
not required. In a number of our investments we have protective rights, thieicdoppavatesm the right to demand

repayment of our investment if it is in default of the terms of cagreperatind-ailure to satisfy the demand for repayment
can | ead to the Corporationés rights to allow it to co
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Key estimates used in discounted cash flow projections

Key assumptions used in the calculation of the fair value of available for sale financial assets are disvalu# rates, termin
growth rates and annual performatrée gnowth rates. See note 5 for details in respect of the calculation.

Collectability of amounts receivable
Management makes estimates on the timing and availability of cash flows from its partners to pay for ameunts that are p

These estimatasr e gener ally based on a combination of the releé
past performance. Refer to note 5 for detaidrepasbn t he
due.

Utilization of taypools

Management makes estimates on future taxable income that generates the calculations for the deferred incisme tax expens
and |iabilities. Refer to note 10 fapiallosses. anal ysi s of t |

Income taxes

Provision®r income taxes are made using the best estimate of the amount expected to be paid based on a qualitative asse:
of all relevant factors. Management reviews the adequacy of these provisions at the mggerfidde Hepartier, it is

possible that at some future date an additional liability could result from audits by taxing authoritiesoknefetbsedinal out

tax related matters is different from the amounts that were initially recoréedesustil diffect the tax provisions in the

period in which such determination is made.

3. SIGNIFICANT ACCOUNEROLICIES

The accounting policies set out below have been applied consistently to all periods presented in these consolidated fi
statemenjainless otherwise indicated.

(a) Basis of consolidation
(i) Subsidiaries

Subsidiaries are entities controlled by the Corporation. The financial statements of subsidiaries are irddbe@d in the cons
financial statements from the date that control comtii¢heegate that control ceases.

(i) Transactions eliminated on consolidation

IntraCorporation balances and transactions, and any unrealized income and expenses-@ospugdtiom fraresactions,
are eliminated in preparing the consolidate fitiements.

(b) Revenue recognition

TheCorporation recognizes revenue from the distributions and royalties it receives from the private company partners ¢
become due under the partnership agreement, limited liability corporation agreegperanoyih each specific partner
and reasonable assurance of collection exists.

(c¢) Financial instruments

(i) Nonderivative financial assets

TheCorporation derecognizes a financial asset when the contractual rights to the cash flows frowr tihérasstdrexpire,
the rights to receive the contractual cash flows on the financial asset in a transaction in which substashtieWsaedisthe risks
of ownership of the financial asset are transferred.

Loans and receivables

Loansand receivables d@rafcial assets with fixed or determinable payments that are not quoted in an active market. Such as
are recognized initially at fair value plus any directly attributable transaction costsingiabsegagnititoans and
receivables are aserred at amortized cost using the effective interest method, less any impairment losses.

Loans and receivables are comprised of cash and cash equivalents, and trade and other receivables, and promissory nc
other receivables.
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Cash and cash equivalents

Cash and cash equivalents are comprised of cash balanc
less.

Availablefor-sale financial assets

Investmentst fair value are rdaivative financial assets that are designated as available for sale or are not classified in any
the previous categories. The Corporationdés invi@mst ments
receivable from Fedeeddrirces are classified as avditabbde financial assets. Subsequent to initial recognition, they are
measured at fair value and changes therein, other than impairment losses, are recognized in other comprehensive inco
presented in fair vakeserve. When an investment is derecognized, the gain or loss accumulated in equity is reclassified to f
or loss.

The Corporationds interest in the partner compdoi es i s
signitant influence over the businesses as the units are predomistargljimeome cases there are minority voting shares

for structuring purposes only). The units do not include any residual benefits and the Corporation hasenim right to partic
management decisions except in certain instances outside the normal course of business (adding new debt, change of
extraordinary capital expenses and material acquisitions and divestitures) and the Corporation is not iavolved in the fine
operating policies of the partner company.

After an exclusive letter of intent has been signed, the Corporation records all transaction costs inkaraeduisitielation to t
of i nvestments classified fgheiniesdmert.i | abl e for sal eo, as

(ii) Derivative financial instruments

TheCorporation holds derivative financial instruments to hedge its foreign currency exposure. The fair vahaetsf the forward c
will be estimated at each reporting date and any gain or lossractshgilt be recognized in profit or loss. The Corporation
does not apply hedge accounting to these hedging contracts.

(d) Share capital

Common shares

Common shares are classified as equity. Incremental costs directly attributable to the issugs afreostngnizéd as a
deduction from equity, net of any tax effects.

(e) Equipment
(i) Recognition and measurement
Equipment is measured at cost less accumulated depreciation.
(i) Depreciation

Depreciatias based on the cost of an asset less its residuaépedoation is recognized in profit or loss on ir&raight
basis over the estimated useful life of the asset. Depreciation methods, useful lives and residual valugsareualiewed at eac
reporting date and adjusted if appropriate.

() Intangible assts

() Intangible assets

Intangibla s sets are comprised solely of the Corporationbds i
a finite useful life and is measured at cost less accumulated amortization and accuntidestsesimpairmen
(i) Amortization

Amortizatios based on the cost of an asset less its residual value. Amortization is recognized in profit cliness on a straig!
basis over the estimated useful lives of the intangible assets from the date thaletfey ase.dwsdlabible assets held by

the Corporation include intellectual property and are amortized over the 80 year life of the license and royalty agre
Amortization methods, useful lives and residual values are reviewed at each repdjtistgdita@prdpriate.
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(g) Impairment

(i) Nonderivative financial assets

A financiasset not carried at fair value through profit or loss is assessed at each reporting date to determine whether th
objetive evidence that it is impaired. A financial asset is impaired if objective evidence indicates that a Exbafteent has occurl
the initial recognition of the asset, and that the loss event has a negative effect on the estimatedthatiessetstinfiows of

can be estimated reliably.

Objective evidence that financial assets are impaired can include default or delinquency by a debtor, restrdcteiring of an am
to the Corporation on terms that the Corporation would not considerdathttowss¢hdat a debtor or issuer will enter
bankruptcy, economic conditions that correlate with defaults or the disappearance of an active marketifom,da@ecurity. In adc
an investment in an equity security, a significant or prolongedsdtstinalire below its cost is objective evidence of
impairment.

(ii) Availabkorsale financial assets

Impairmembsses on availafidesale financial assets are recognized by reclassifying losses accumulated in fair value reserve
equity, to profitloss. The cumulative loss that is reclassified from equity to profit or loss is the difference between the acqui
cost, net of any principal repayment and amortization, and the current fair value, less any impairment losky iecognized prev
prdit or loss. Changes in impairment provisions attributable to application of the effective interest method are reflecte
component of interest income. If, in a subsequent period, the fair value of an irfpasalé aeailalyeincreasestard

increase can be related objectively to an event occurring after the impairment loss was recognized in profit or loss, tt
impairment loss is reversed, with the amount of the reversal recognized in profit or loss. However, any suhgequent recove
fair value of an impaired avafladsiale equity security is recognized in other comprehensive income.

(h) Share based payment transactions

Thegranidate fair value of sliised payment awards granted to employees is recognized as an eraployiéb axpen
corresponding increase in equity, over the period that the employees unconditionally become entitled to the awards. The
recognized as an expense is adjusted to reflect the number of awards for which the relatetbsketiceégmndomatitions

are expected to be met, such that the amount ultimately recognized as an expense is based on the numbédreof awards that
related service and-nwerket performance conditions at the vesting date.

(i) Finance costs

Financecosts comprisetérest expense on borrowings and credit facility renewal fees. Borrowing costs that are not dire
attributable to the acquisition of a qualifying asset are recognized in profit or loss using the effective interest method.

() Income tax

Incoméax expensmomprises current and deferred tax. Current and deferred tax is recognized in profit or loss except to the e
that it relates to a business combination, or items recognized directly in equity or in other comprehensive income.

Current tax is the expedtex payable or receivable on the taxable income or loss for the period, using tax rates enacted
substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous yblEral€urrent tax pay
includes any tax lidp arising from the declaration of dividends.

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assetnara liabilities for
reporting purposes and the amounts used for taxation purposes.iPedtmecbgnized for:

1 temporary differences on the initial recognition of assets or liabilities in a transaction that is not a business comb
and that affects neither accounting nor taxable profit or loss;

1 temporary differences related to invissimsubsidiaries and jointly controlled entities to the extent that it is probable
that they will not reverse in the foreseeable future; and

1 taxable temporary differences arising on the initial recognition of goodwill.

Deferred tax is measured atxhatis that are expected to be applied to temporary differences when they reverse, based on t
laws that have been enacted or substantively enacted by the reporting period.
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Deferred tax assets and fiebifire offset if there is a legally enforceable right to offset current tax liabilities and assets, and tt
related to income taxes levied by the same tax authority on the same taxable entity, or on different tabemahtities, but they i
settle cuent tax liabilities and assets on a net basis or their tax assets and liabilities will be realized simultaneously.

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differertcéss to the extent
probabl¢hat future taxable profits will be available against which they can be utilized. Deferred tax assets are reviewed a
reporting date and are reduced to the extent that it is no longer probable tiaatheaabtatd be realized.

(k) Earnings pr Share

TheCorporation presents basic and diluted earnings per share data for its common shares. Basic earnings per share is ca
by dividing the profit or loss attributable to common shareholders of the Company by the weighted anerage number of
shares outstanding during the period. Diluted earnings per share is determined by adjusting the profit cotessattributable t
shareholders and the weighted average number of common shares outstanding, adjusted for the efiemsiadf all dilutive
common shares, which comprise restricted share units and share options granted to employees.

() Foreign currency transactions

Transactions in foreign currencies are translixchdnged t o t
rates at the dates of the transactions. Monetary assets and liabilities denominated in foreign currenciés atethe reporting «
retranslated to the functional currency at the exchange rate at that date. The foreign currency daiy detossotihenone
difference between amortized cost in the functional currency at the beginning of the year, adjusted fdrpfentwsinterest an
during the year and the amortized cost in foreign currency translated at the exchangé ttadeyatthe end

Nonmonetary assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated
functional currency at the exchange rate at the date that the fair value was detenetagdit®&os in aifprecurrency
that are measured based on historical cost are translated using the exchange rate at the date of the transaction.

Foreign currency differences arising on retranslation are recognized in profit or loss, except for availasiEfentsale equity
(except on impairment in which case foreign currency differences that have been recognized in other comprehensive inc
reclassified to profit or loss) which are recognized in other comprehensive income.

(m) Foreign operations

The assets and lidiigis of foreign operations are translated to Canadian dollars at exchange rates at the reporting date. The in
and expenses of foreign operations are translated to Canadian dollars at exchange rates at the dates of the transactions.

Foreign currenciffekences are recognized in other comprehensive income, and presented in the foreign currency transl:
reserve (translation reserve) in equity. When a foreign operation is disposed of such that control, sigmificamtiofluence or

is lost,ite cumulative amount in the translation reserve related to that foreign operation is reclassified to puffit or loss as a
the gain or loss on disposal.

When the settlement of a monetary item receivable from or payable to a foreign @peptaiomed maitlikely in the
foreseeable future, foreign currency gains and losses arising from such items are considered to form parnt thfea net investme
foreign operation and are recognized in other comprehensive income, and preséatted neskevEanequity.

(n) New standards and interpretations not adopted

A number of new standards, amendments to standards and interpretations are effective for annual periodsyeginning after
1, 2017, and have not been applied in preparingnsloéidated financial statements. None of these are expected to have a
significant effect on the consolidated financial statements of the Corporation, except for IFRS 9, Finautiaé Iftstruments, eff
fiscal years beginning on or after January WhfH 8ould change the classification and measurement of financial assets. The
Corporation does not plan to adopt this standard early and is currently analyzing the impact of the staadaed and will disc
impact in its first quarter 2017 intancidirstatements.
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4. HNANCIAL RISK MANAGENT
Overview
The Corporation has exposure to the following risks from its use of financial instruments:

9 credit risk and other price risk
1 liquidity risk

1 market risk

1 foreign exchange risk

Thisnote presentsinfort i on about the Corporationds exposure to eaf
and processes for measuring and managing risk, aend the
included throughthe#se consolidated financial statements.

Risk Management Framework

The Board of Directors has overall responsibility for
framework. The Board has established the Risk Managementv@oohnistiessponsible for developing and monitoring the
Corporationés risk management pol i ci edsactivithse commi ttee |

The Corporationds ri sk manage me nthe rigkofacedcby the Cogoraion.ets deta b | i
appropriate risk limits and controls, and to monitor risks and adherence to limits. Risk management policies and syste
reviewed regularly to reflect ¢ h #es. JleesCorporatiomaims koedevelapan d i t
disciplined and constructive control environment in which all employees understand their roles and obligations.

The Corporationdéds Audit Committee over seeskmbhnagementanage:r
policies and procedures, and reviews the adequacy of the risk management framework lisksclatied toy thee
Corporation. The Audit Committee undertakes both raduiacevidws of risk management controls and procedures.

Credit Risk and Other Price Risk

Creditisk is the risk of financial loss to the Corporation if a partner or counterparty to a financial instreicnttéailsab meet it
obligations, and arises pri ncitmtohslofcreditrrisknexist when aGmmifipantr a t
proportion of the Corporationbds assets are inwswithted in
similar characteristics and/or subject to similar economic, polticelandoondi t i ons t hat may pr ev
to credit risk is influenced mainly by the individual characteristics of each customer.

However, management also considers the demographics of counterparties, including therakfatrl eaki abtiériy in

which counterparties operate, as these factors may have an influence on credit risk. No single partner at@@dfted for more t
of the Corporationds revenue i n t he vy enondistibutorsdecdivabtee mb e |
that are past due.

Other price risk is the risk that future cash flows associated with portfolio investments will fluctuate ovCfranges in cash fl
i nvestments is generally ba ®wdue came storepsaasgmss margineor othér similare
revenue. Accordingly, to the extent that the financial performance of the investment declines in respurnaditice relevant per
metric, cash payments to the Corporation will declinen\rRsttfrdiot iagreements allow for the repayment of investments at
the option of the portfolio entity, and such repayment could affect future cash flows.

The Corporation is exposed to credit related losses on current and future amounts receirabignpens e ements.

In the event of rparformance by Partners, future royalty and distribution revenue from the investments could be reduced, res
in impairment of investment values. The investment agreements typically provide thatepiawailentsoatbly no later

than the last day of the month.

Cash and cash equivalents consist of cash bank balanceteandisposits maturing in less than 90 days. The Corporation
manages the credit exposure relatedtershamivestments kjesting counter parties based on credit ratings and monitors all
investments to ensure a stable return, avoiding complex investment vehicles with higher risk such as asset backed con
paper. The Corporation held cash and cash equivalentdlafradBecember 31, 2016 (December 352200 Million,

which represents its maximum credit exposure on these assets).

Thecarrying amount of investments, trade and other receivables, promissory notes, and cash and cash equivalents repres:
maximum credit exposure.
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Liquidity Risk

Liquidityisk is the risk that the Corporation will encounter difficulty in meeting the obligations associatedilitils its financial lic
that are settled by deligeciash or another financial asset.

The Corporationés approach to managing | iquiiggtomgeti s t o
its liabilities when due, under both normal and stressed conditionsrimgthoatcoeptable losses or risking damage to the
Corporationdés reputation.

Typically the Corporation ensures that it has sufficient cash on hand to meet expected operational exprdagsfor a period of
including the servicing of financial oldjghi®axcludes the potential impact of extreme circumstances that cannot reasonably
be predicted. In addition, the Corporation maintains a $200 million, four year revolving credit facilitpnavaldra=e$99.5 milli
drawn at December 31, 2016 (8iflidh at December 31, 2015). The Corporation has the following financial instruments th:
mature as follows:

Total 0-6 mo 6 mol yr 1-2 years 34 years

Accounts payable and

accrued liabilities $3,057.45 $3,057.45 ) ) )

Dividends payable 4,905,36¢ 4,905,36¢ - - -

Foreign exchange i

contracts 712,349 560,308 (132,577 284,618

Income tax payable 2,007,24¢ 2,007,24¢ - - -

Loans and borrowings 99,382,99¢ - - - 99,382,99¢

Total $110,065,41 $10,530,37 $ (132,577 $284,61¢ $99,382,99
Market Risk

Marketisk is the risk that changes in market prices, such as foreign exchange rates, interest rates and eghigy prices will af
Cor p or emé oo thedvalueiofrits holdings of financial instruments. The objective of market risk management is to me
and control market risk exposures within acceptable parameters, while optimizing the return. All such tdaosactions are ca
within theuidelines set by the Risk Management Committee.

Foreign currency exchange rate risk and commodity price risk

Asa result of the investments in the United States, the Corporation has exposure to foreign currency exchange rate ris
Corporation purchagmsvard exchange rate contracts to match expected distributions in US dollars on a rolling 12 month b
and also for between 35% to 60% of the expected distributions on a rolling 12 to 24 month basis (curre®48otional value of
million). The Corption intends to purchase additional contracts each quarter so that approximately two years of distributions
be hedged against movement in the US Dollar compared to the Canadian dollar. As at December 31, 2016, if the US
exchange rate haskh 1% lower with all other variables held constant, net income for the year would have been approxim:
$0.7 million lower, due to lower net income from US operations and a smaller unrealized foreign exchange.gain during the
An equal and oppesimpact would have occurred to net income had foreign exchange rates been 1% higher. Additionally,
Corporation has loans in US dollars (external senior debt, intercompany and one to Federal Resources)ethett are translatec
balance sheet datéhvein unrealized foreign exchange gain or loss recorded on the statement of comprehensive income.

Interest Rate Risk

Interestate risk is the risk that future cash flows will fluctuate as a result of changes in market interest ratés. The Corpor:
exposed to interest rate fluctuations on its bank debt that bears a floating rate of interest. As at Det¢erabera@és 2016, if in
had been 1% higher with all other variables held constant, net income for the year would have beemaipprdaimesiely $1.1

due to higher interest expense. An equal and opposite impact would have occurred to net income had inteegst rates been 1
The Corporation had no interest rate swap or financial contracts in place as at or during thebara3 riEbDecem

Capital Management

TheBoardés policy is to maintain a strong capital base
future development of the business. Capital consists of share capital, a foulioreeey8R@tgroredit facility and retained
earnings. The Board of Directors monitors the return on capital as well as the level of dividends to common shareholders.
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The Corporation manages capital by ngooéidaim debt covenants set out in its credit facility. The Corporation has a maximun
senior debt to contracted EBITDA of 1.75:1 (actual ratio is 1.40:1 at December 31, 2016) which can extendab 2.25:1 for a|
90 days. Contracted EBITDA is desimet income before interest expense, income taxes, depreciation and amortization an
noncash stockased compensation expenses but the Corporation can include twelve months of revenue from partners the
less than twelve months from closing amcetugst revenue from partners for the portion that was redeemed or repurchased
and for distributions that have been accrued and are past due. The Corporation has a fixed charge covefage ratio covena
(actual ratio is 1.14:1 at December 31,A0fi#)nally, a minimum tangible net worth requirement of $450 million is in place
(actual amount is $648.5 million at December 31, 2016). Tangible net worth is defined as subordinated d=htiplus shareholde
less intangible assets. The

Corporatiomas in compliance with all debt covenants at December 31, 2016. In order to acquire more distributions and roy
the Corporation can access its credit facility for investing activity. Any funding requirements for acqaisdtiiabdity excess of

under the credit facility will require, the Corporation to access public equity markets and manage the bokiness within tt
covenants. There were no changes in the Corporation approach to capital management during the year ended December :

Far Value of Financial Instruments

TheCor porationés financial instruments as at December 31
and other receivables, promissory notes receivable, investments at fair value, fiopigneérohénages, accounts payable

and accrued liabilities, and loans and borrowings. The fair value of cash and cash equivalents, and accouedis payable and
liabilities approximate their carrying amounts due to their short terms tofamrataditg. higade and other receivables,
promissory notes is assessed at each reporting date and is determined based on the probability of coleetjurgftiming of the 1
payment and the terms of each individualt n e r 6. d.oaasgandeberimgs bdar interest at a floating market rate and
accordingly the fair market value approximates the carrying value. The fair values of the investmentsrettéair value are e:
using an approach described in note 5.

The table below analyzes finargtraiments carried at fair value, by valuation method. The different levels have been defined
follows:

1 Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

1 Level 2: inputs other than quoted prices included/glithihteare observable for the asset or liability, either directly
(i.e. as prices) or indirectly (i.e. derived from prices).

1 Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).

Thefollowingdis shown on the consolidated statement of financial position as at December 31, 2016 and 2015, are measu
fair value on a recurring basis. Discount rates and estimates used to determine changes in future distrégstitiema from each in
are the prary inputs in the fair value models and are generally unobservable. Accordingly, these fair value measures are cle
as level 3.

31-Decl6 Level 1 Level 2 Level 3 Total

Foreign exchange contracts $- $(712,349) $- $ (712,349
L‘;‘fﬁ:tms atfair : : 681,093,370 681,093,37!
$- $ (712,349) $ 681,093,370 $ 680,381,02

31-Decl5 Level 1 Level 2 Level 3 Total

Foreign exchange contracts $- $ (5,345,488) $- $ (5,345,48¢
Investments at fair value - - 704,109,367 704,109,36
$ ($5,345,488) $ 704,109,367 $ 698,763,87
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5. INVESTMENTS

Investments at fair value:

31Decl6 Acquisition Cost Capitalized Cos Net Cost Fair Value
LMS $60,033,89 $ 655,901 $60,689,79 $ 36,24,585
KMH 54,800,00( 589,147 55,389,14° 26,946,83.
Labstat 47,200,00( 518,944 47,718,94: 49,198,94:
Agility Health 27,074,70( 838,471 27,913,17: 26,964,91°
SCR 40,000,00t 487,339 40,487,33¢ 30,488,33!
Sequel 99,004,50( 769,091 99,773,59: 109,497,58
Group SM 40,500,00( 717,310 41,217,31( 40,217,31(
Kimco 46,063,70( 1,343,744 47,407 ,44. 31,166,32:
Planet Fitness 53,880,00( 844,988 54,724,98¢ 59,062,32!
DNT 94,290,00( 758,273 95,048,27: 99,197,03:
FED 17,576,75: 1,857,83¢ 19,434,58¢ 21,799,64(
Sandbox 29,634,00( 923,274 30,557,27: 30,538,43t
Providence 40,410,00( 523,710 40,933,71( 40,950,36:
Matisia 24,010,27¢ 662,095 24,672,37: 24,672,37.
Capitalized costs - 298,360 298,360 298,36C
Total LP and LLC Units 674,477,82. 11,788,48: 686,266,30 627,213,37
FED Loan Receivable 53,880,00( - 53,880,00( 53,880,00(
Lol Investments at Fat $728,357,82 $11,788,48  $740,14630  $681,093,37

31Decl5 Acquisition Cosi Capitalized Cos Net Cost Fair Value

LifeMark Health $19,502,15 $499,89.  $20,002,05  $38,467,20
LMS 54,228,82: 333,280 54,562,10; 33,028,82:
Solowave 42,500,00( 511,253 43,011,25! 50,474,00(
KMH 54,800,00( 589,147 55,38947 35,001,15:
Labstat 47,200,00( 518,944 47,718,944 46,998,94«
Agility Health 27,870,66( 863,121 28,733,78: 27,724,33f
SCR 40,000,00( 487,339 40,487,33¢ 32,988,33"
Sequel 101,915,101 791,701 102,706,80 108,903,51
Group SM 40,500,00( 717,310 41,2178 42,617,31(
Kimco 44,648,52( 1,341,58¢ 45,990,10! 45,352,26¢
Planet Fitness 55,464,001 869,829 56,333,82¢ 58,275,07:
DNT 97,062,00( 780,566 97,842,56¢ 97,842,561
FED 9,706,20¢ 1,567,062 11,273,26: 11,273,26:
MAHC 18,407, 11f 1,114,88: 19,521,99¢ 19,921,998
Capitalized costs - 176,579 176,579 176,579
Total LP and LLC Units 653,804,57 11,162,49: 664,967,06! 648,645,36
FED Loan Receivable 55,464,00( - 55,464,00( 55,464,00(
\T/gfﬁ'e'”ve‘c'tme”ts atFal $709,268,57 $11,162,49  $720,431,06 $704,109,36
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Thedifference in the acquisition cost of Agility, Sequel, Kimco, Planet Fitness, DNT, and Federal Resources at December 3
and December 31, 2015 is due to foreign currency translation.

Assumptions usiin fair value calculations:

The Corporation recognizes that the determination of fair value of its investments becomes more judgmental the long
investment is held. The price the Corporation pays for its investments is fair value allyhahémisk Pypiite and future

cash flows expected from the individual investoi@ants c¢he
each reporting period.

The Corporation estimated the fair value of the availablafmiaadsdets (Investments at fair value) by evaluating a number
of different methods:

a) A going concern value was determined by calculating the discounted cash flow of the future expected distribution
assumptions used include the discount rate¢hesedlculation and estimates relating to changes in future distributions.
For each individual Partner, the Corporation considered a number of different discount rate factors including what i
they operated in, the size of the company, tlod thedfthlance sheet and the ability of the historical earnings to cover
the future distributions. This was supported by the historical yield of the original investment, currert investing yielc
the current vyield ofof@Herasimilaspgublipcorbphnies. Futuretdistidbdtiend hagetbaen e
discounted at rates ranging from 1-3195®%. All of the investments except as noted below were valued on this basis
at December 31, 2016.

b) A redemption or retraction value is usedevhartrter company has indicated to the Corporation that they intend to
repurchase the preferred position and was calculated using the formula specified in each of the Partnership agree
alongside an assessment of the likelihood of a redemptioreofteer r ed Uni ts. The Cor por ¢
was valued on this basis at December 31, 2015.

c) A liquidation value is used when there is concern around the collection of future distributions and the partner comy
in default with the Corppana The liquidation value is calculated using the formula specified in each of the Partnersh
agreements while considering an estimate of the current value of the private company to determine if there wol
sufficient value to cover the liquidat@am If not, the value is reduced to what the calculation estimates may be
recovered (the ligqguidation value). The Corporati onf¢
and 2015.
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