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The following management discussion and analysis (MD&A) of the financial condition and results of operations of Northstar
Healthcare Inc. and Subsidiaries (the “Company” or “NHC”) for the three and twelve months ended December 31, 2010 is
provided as of March 10, 2011. It is supplemental to, and should be read in conjunction with, the financial statements of the
Company for the three and twelve months ended December 31, 2010. The Company’s financial statements are prepared in
accordance with accounting principles generally accepted in Canada (““Canadian GAAP”’). Substantially all of the Company’s
operating cash flows are in U.S. dollars and, accordingly, all amounts presented herein are stated in thousands of U.S. dollars,
except share and per share data, unless otherwise indicated.

FORWARD LLOOKING INFORMATION

This MD&A contains “forward- Bookinginfornation ” (as defined under appBicable securities Baws). Forward
B ooking infornation is typicall By identified by words such as “be Bievze,” “expect,” “forecast,” “anticipate,” “intend,”
“estinate,” “goall,” “pHan,” and “project” an d sinilar expresions of future or conditionall \erbs such as “wil l,”
“ray,” “shoulld,” “coulld,” or “woulld”. These statenents reflect current beliefs and are based on infornation
currently available to management.Forward Booking information in this MD&A inc Budes, without Rinitation,
staterents nade under the headings “L.iuidity, Capitall Resources and Financiall Conditions”, “Financial
Instrunents”, “Adopting of New Accounting Standards and Devve B oprents”, and “Out I ook”.
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By its \ery nature, forward-Booking indrmation in\v/olsggnificant known and unknown risks, uncertainties and
assunptions.  Inportant assunptions re B ating to the forward -Bookinginfornation contained in this MD&A include
expansion, capitall expenditures, currency risks, naturall disasters, comp etitivve conditions, and gross econonic
conditions.

Many factors cou Id cause our actuall resu Bts, perfornancepr achievzenents to be nateria I By different fron any future
anticipated resull'ts, performance, or achievenents that nay be expressed or inpRied by such forward -Booking
infornation, inc Buding, without HNinitation, generall economic conditions, generall business risks inherent in the
arbu Batory surgicall center ASQ industry, inc Buding changing surgeon and patient preferences, nunerous federall,
state and Bocall Baws, conpetition from other hea I thcare prowiderspayor nix and our dependence on paynent fron
third-party payors, inc Ruding privzate insurers, nanaged care organizations and gowernment hea Bthcare progrars , the
financial and operating attributes of NC as at the date hereof, and the successfu I attainnent of goalls re Bated to any
proposed new business p Ban and future growth opportunities , incBuding arr proposed re -syndication efforts . For a
description of risks that coulld cause our actuall resu Bts to naterial By differ from our current expectations, p Bease see
the section titBed “Risk Factors” in NfC’s Annuall Information Forn, for the year ended Decenber 31, 2010 , filled
with Canadian securities regu Bators Although the forward Booking information contained in this MD&A is based
upon what nanagenent be Bievzes are reasonab Be assunptions, there can be no assurance that actuall resullts will I be
consistent with these forward - Booking statenents. Shou Bd one or nore of these risks or uncertainties nateria lize or
shou Bd assumptions under Bying the forward -Booking statenents prowe incorrect, actuall resullts, performance or
achiewenents cou ld \sary nateriall By fron those expressed or inp Ried by the forward - Booking information. Certain
statenents regarding forward -Booking indrnation inc Buded in this MD&A nay be considered “financiall outlook”
for purposes of app Bicab Be securities Baws, and such financiall out 1 ook nay not be appropriate for purposes other than
this MD&A.

Al 1 forwarll ooking information in this MD&A is (ua B ified by these cautionary statenents. T he forward  -Booking
staterents in this MD&A  are nade as of the date hereof and except as rejuired by Baw we do not intend, and do not
assune any ob Bigation, to update or revsise these forward - B ooking staterents.

PRESENTATIONF FINANCIAL INFORMATION

The Conpany was incorporated on March 16, 2007 and conp Beted its initiall pub lic offering (IPO)and acuisition of

its subsidiaries on May 17, 2007. At the tine of the Conpany’s IPO , itacquired contro I Ring interests in two distin ct
business entities :  The Pal Badiun for Surgery feuston, L td. (the “Pall Badiun Partnership”) and Medical
Arnbu Batory Surgicall Suites, LP.(the “Kirby Partnership”). On Nowenber 1, 2010, the Conpany forned a joint
wventurewith certain physician Binited  partners, fouston Microsurgery Institute , LIC (“MSIt” and together with

the Pal Badiun Partnership and the Kirby Partnership, the “Northstar Entiti&).

We haweincBuded a nunber of conparativse operating statistics, such as cases and procedures perforned at t he
faci Bities operated by the Northstar Entitie s for the three and twel\/eonths ended Decerber 31, 2010 conpared
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with the corresponding prior year periods. Cases perforned are key drizzers of our renzenues. T his infornation is not
intended to prowide a conprehensivze conparison of financiall results, as net patient ser\zice rexzenues \ary by patient,
insurance carrier, and procedure.

CORPORATE OVERVIEW

NKC was incorporated under the Business Corporations Act (British Colurbia) on March 16, 2007. NiC is a
corporation formed to indirectly aciuire and/or nanage arbu Batory surgery center s in the United States, focusing
initiall By on fouston and other netropo Bitan areas in Texas. N§C used the net proceeds of an initiall public offering
to indirectBy acquire a 70% partnership interest in the Pall Badiun Partnership and a 60% partnership interest in the
Kirby Partnership, which operate two arbu Batory surgery centers (the “Northstar ASCs”) Bocated in fouston. In
addition, NKC nanaged  an ambuBatory surgery center in Dall Bagntil December 31, 2009. In Jully 2010, the
Company’s interest in the Pall Badiun Partnership increased to 72.5% due to the purchase by the partnership of a
Binited partner’s interest.

On Septenber 30, 2010, the Conpany finalized a privzate p Bacerent of comon shares which resullted i n a change of
control. Upon closing of the privzate placeerine Conpany issued 14,583,417 comon shares to Canada

tea B thcare Acjuisitions, Inc. (CIA)  for $5 nil BionCanadian do I Bars (CAD)cash and 4,195,029 comon shares

to teaBthcare Ventures, Lid. (“\Ventures”) in exchange for all I of its Class B Units in Northstar tea Ithcare Subco,
L L.C Qorthstar Subco”) and Northstar tea Bthcare Acuisitions, L.LLC (“Northstar Acjuisitions”), along with the
forgiweness of the related Riabllities Both CtA and Ventures are indirectBy controll Bed by Donalld Kraner, M.D In
conjunction with the c Bosing of the privzate p Bacenent, the Board of Directors (BOD) resigned and was rep Baced with

a new BOD. T he newly appointed BOD naned Dr. Krarer as Chairnan.

On October 27, 2010, the Conpany’s BOD announced that ~ Dr. Krarner and Ms. Donna Alexander rejoined
Northstar’s senior nanagenent tean in their prevzious capacities as Chief Executive Officer and Chief Operating
Officer, respectinvely. The appointnents took effect imediateBy. Prior to these appointrents, the forner CEQ,
Stewve Linehan, Beft the Conpany.

On Nowerber 1, 2010, MSIH was formed with certain physician partners. As of Nowenber 1, 2010 The Pal Badiun
Partnershipceased performing cases and entered into a Bease agreerent with MSIH  whereas the entity utilize the
Pal Nadiun Raarship’s faci Bty and equiprent in exchange for 25% interest in the euity of the MSIt Partnership.

As a resul't, the Conpany h eBdan 18.1% interest of MSI equity  at Decen ber 31, 2010.

The Northstar ASCs are Bicensed arbu Batory surgery centes that prowide schedu Bed surgicall procedures in a Rinited
number of clinicall specialties, which enables then to denelop routines, procedures and protocols to naxinize
operating efficiency and productivity whille offering an enhanced healthcare experience for both surgeons and
patients.

Together, the Northstar ASCs hawe seven operating suites, three procedure or treatrent rooms typicall By used by



RESUL. TS OF OPERATIONS FOR TtE TtREE MONT!S ENDED DECEMBER 31, 2010
AND FOR THtE TtREE MONTIS ENDED DECEMBER 31, 2009
(In thouand of U.S. do I Bar except thare and per hare amounts)

(unaudited)
Three montth: ended December 31,
2010 2009
NET PATIENT SERVICE REVENUE $ 2,241 $ 5,925
OPERATING EXPENSES:
Salaries and bengfits 754 947
Drugs and supp Bies 583 747
General and adninistrative 557 767
Bad debt expense 276 277
Avortization 200 283
Totall operating expenses 2,370 3,021
(LOSS) INCOME FROM OPERATIONS (129) 2,904
CORPORATE COSTS
Salaries and benefits 393 267
General and adninistrative 1,119 782
Legall expenses 303 709
Avortization 8 9
Totall corporate costs 1,823 1,767
OTHER EXPENSE (INCOME)
Class B Unit distributions 1) 42
Gain on change in fair value of C lass B Units, net - (1,585)
(Gain) Boss on foreign currency, net (90) 6
Goodwi I I and intangib B e asset inpairnent - 14,880
State franchise tax 10 51
Other (incore) expense 1) 245
Totall other expense (incore) (82) 13,639
NET LOSS (1,870) (12,502)
NET (LOSS) INCOME AT TRIBUTABLE TO NONCONTROLLING INTERESTS (40) 769
NET LOSS ATTRIBUTABLE TO NORT!STAREALTtCARE $ (1,830) $ (13,271)
NET LO0SS PER BASIC COMMON S{ARE $ (0.05) $ (0.95)
NET LOSS PER FULLY DILUTED COMMON StARE $ (0.05) $ (0.95)
WEIGHTED AVERAGE SIARES OUTSTANDING (BASIC) 33,344,210 13,900,852
WEIGHITED AVERAGE SIARES OUTSTANDING (FULLY DILUTED) 33,344,210 13,900,852

Net patient servzice rexsenue is reported as the estinated net rea Bizab Be anounts fron patie  nts, third -party payors, and
others for services rendered. Rewenue is recognized upon the performance of the patient servzice. The anounts

actual Iy coll Bected by the Conpany fron thirdparty payors, including private insurers, are \sariable, exen for
identical procedures perforned . An additionall factor in the deternination of net patient servzice rexsenues is the
Corpany’s payor nix, as hetween privzate hea B th insurance p Bans, workers’ conpensation, direct By fron patients and

fron gowernment payor plans. Mana gerent revziews and exza Buates historicall paynent data, payor nix and current
econonic conditions on a periodic basis and adjusts the estinated coll Bections as a percentage of gross bill Bings,

which are used to determi  ne net patient ser\zice revzenue, as required based on finall sett Benents and co I Bections .



Nkt patient servzice renzenues for the three nonths ended Decenber 31, 2010 total Be#2.2 i B Biona decrease of $ 3.7
nill Bion or 62.2, conpared to $5.9 il Rionfor the sare period in 2009. There were no coll Etions during the
fourth qu arter of 2010 that were not recognized as revenues in prior periods. The decBine in net patient serwvice
revenues was prinarily due to a 26.3% decrease in case vvolure and a 14.6% de crease in the net patient serwvice
revzenues per case for the three nonths ended Dec  ember 31, 2010 \sersus the sane period in 2009 . The owveral I case
0 Bune dec Bine was attributab Be to @.4% decrease at the Kirby Partnership and a 95.9% decrease at the Pall Badiun
Partnership. The decrease at the Pall Badiund®tnership was due to a Back of cases by non -partner physicians. T hese

decreases were partial Bynitigated by 53 cases perforred by MSIt in the Bast two nonths of the year

As noted in the Conpany’s A nnuall Infornation Fern dated March 10 , 2011, a majority of the Pal Radiun
Partnership’s historicall rexzenues hawe been generated by bill Bings relating to excBusivze use agreenents. T hese
exc Busive use agreenents inn/o B\e the contracting out of excess operating roon capacity as well I as Beasing the ASC
Bicense to non-partner physicians. Thisnodel created difficu Bties due to the refusal by virtuall By al I najor third party
payors to reimburse such procedures part By based on an objection to the out ~ -of-network fees and part By based on the

al Begatiehy third party payors that this node I is inpernissio Be under app BicablBe Baw. In addition, this nodel has
caused co I Bection difficu Bties with nomartner surgeons on cases perforned und  er the exc B usivze use agreenents . The
Pal Badiun Partnership may not he ablle to coll Bect exigjimeceinzab Bes fron payors bill Bed unér the exc Busive use
agreerents . In situations where insurers reco\er prior payrents fron non  -partner physicians for historicall cases
il Bed pursuant to exc B usivze use agreenents, such physicians night bring c Bains agains t the Pall Badiun Partnership.
Due to certain physician Rinited partners faiBing to neet their contractuall obRigations, case \volune at the Kirhy
Partnership was negative By inpacted. FFurthernore, the decrease in the reinbursenent rate is direct By associated w ith
/0 B une decreases in specia B ties with higher reinbursenent rates at both ASCs.

During the three nonths ende d December 31, 2010, after comparing historicall payrent data to the estinated net
patient ser\zice rexzenues reported in 2009, nanagerent deternin ed that actuall coll Bections as of Deer 31, 2010
approxinated the reported net patient ser\sice reported for the period. An analysis of the rexzenues recorded for the

three and twe I \sgonths ended Dec  ember 31, 2010 and 2009 are as fo I Bowgin thousands):

Three Month: Ended Three Month Ended Twe I \/e Months Ended Twe I ve Month; Ended
December 31, 2010 December 31, 2009 December 31, 2010 December 31, 2009

Fron procedures perforned during the period $ 2,241 $ 3,562 $ 11,155 $ 18,425
Fron receipts that exceeded prior period revzenues 648 939 3,526
Fron revzenues prevzious By not recognized 1,715 235 2,973
Amount recorded during the period $ 2,241 $ 5,925 $ 12,329 $ 24,924
Salaries and henefits for the three nonths ended Dec  ember 31, 2010 total B1efi0.8 n il Hiom,decrease of $0.2 nill Rion

fron the three nonths ended Dec  enber

Drugs and redical supp Bies expense for the three nonths ended Dec
$0.2 ni 1 Bioror 22% conpared to the three nonths ended Dec

decrease in case \z0 I ure.

Generall and adninistratise expense for the three nonthsen ded December

enber
enber

31, 2009 prinari By due to a reduction in the nunber of enp I oyee

of $0.2 ni 1 Bion &7.1% fron the generall and adninistrativze expense for the three ronths ended

20009.

Bad debt expense for the three nonths ended Dec
Decenber 31, 2009. A bad debt
non-partner physicians on procedures perforned by then under

reinbursenents prevziously nade to the non-
under the exc B usivzeuse agreenents.

etbe  r 31, 2010 was consistent with the three months
all Bowanoef $0.3 ni I Bionwas estab Bished due to coll Bection difficu Bties with the

S.

31, 2010 were $ 0.6 ni I Biona decrease of
31, 2009. T he decrease was due to the oweral 1

31, 2010 tota 1 1¢80.6 i I Biona decrease

Decenber 31,

ended

exc Businzeise agreenents with the Northstar ASCs.
The coll Rection difficullties are prinarilly the resullt of a reuest by thirparty privzate payors to claw back

partner physicians for procedures perforned at the Northstar ASCs
Managenent is aggressive By pursuingthese receinzab Il es.



In totall, Corporate castfor the three nonths ending Dec  ember 3 1, 2010 were consistent  with the three nonths
ended Decemer 3 1, 2009. Generall and adninistratinse costs increased 43.1% fron $ 0.8 nill Bion to $11 nil Rion
prinarily relBated to consulting costs to fil I in \sarious fosi¢ during the transformation of Managenent. T he
increase in Corporate generall and adninistratin/e costs was offset by a $0. 4 ni I Rion decrease in Begall expenses.

AllthoughCorporate costs were consis tent, they increased fron 29.8% of rensenues to 81.4% of renzenues. T his is due

to the owerall I decrease in case \volume during the regndic ation of the Pall Radiun facility and Corporate costs
reraining consistent with compared to the prior year period.  In the current year, we paid $ 0.2 ni I Fionin se\zerance
to a fomer officer of the Conpany.

There were no changes in fair \vallue related to the Conpany’s Class B Units during the three nonths ended
Decerber 31, 2010, conpared to a $1.6 i I Fion gain in the prior period. ~ Upon the c Bosing of the privzate p Bacenent
on Septen ber 30, 2010, al I Class B Unitre terninated.

T here were no goodwi I I or intangib Be asset inpairnents for the three nonths ended Decenber 31, 2010, compared

to $14.9 ni 1 Lion in the prior year period. In 2009, ranagenent deternined that the carrying vvallue  of the goodwill 1
exceeded its estinated fair \va B ue and recorded a total of $13.7 ni I Rion pre- tax inpairnent charge for the year ended
Decenber 31, 2009. As of December 31, 2010, nanagenent noted no further changes in the under Bying business

that woulld warant a reassessnent of the recowerability of the carrying amount of goodwill B. Also in 2009,
nanagenent deternined that the carrying \walue of its Medicare Bicenses exceeded its estinated fair value and
recorded a total of $1.2 ni I Bion preax inpairment char ge for the year ended Decenber 31, 2009.

Net incore or Boss attributab Be to noncontro I Bing interests are based on ownership percentages in our ASCs that are
owned by outside parties.



RESUL TS OF OPERATIONS AS A PERCENTAGE OF NET PATIENT REVENUES
FOR TtE THREE MONT!S ENDED DECEMBER 31, 2010
AND FOR THE TIREE MONTIS ENDED DECEMBER 31, 2009

(unaudited)
Three months ended December 31,
2010 2009
NET PATIENT SERVICE REVENUE 100.0% 100.0%
OPERATING EXPENSES:
Salaries and benefits 33.6% 16.0%
Drugs and supp B ies 26.0% 12.6%
Generall and adninistrative 24.9% 12.9%
Bad debt expense 12.3% 4.7%
Avortization 8.9% 4.8%
Total operating expenses 105.6% 51.0%
(LOSS) INCOME FROM OPERATIONS -5.6% 49.0%
CORPORATE COSTS
Salaries and benefits 17.6% 4.5%
Generall and adninistrative 49.9% 13.2%
Legal expenses 13.5% 12.0%
Avortization 0.4% 0.1%
Total corporate costs 81.4% 29.8%
OTYER EXPENSE (INCOME)
C 1l ass B Unit distributions 0.0% 0.7%
Gain on change in fair value of Class B Units, net -4.0% -26.8%
(Gain) Hoss on foreign currency, net 0.0% 0.1%
Goodwi I I and intangib Be asset inpairnent 0.0% 251.1%
State franchise tax 0.4% 0.9%
Other (incore) expense 0.0% 4.1%
Total other expense (incone) -3.6% 230.1%
NET LOSS -83.4% -210.9%
NET (LOSS) INCOME AT TRIBUTABLE TO NONCONTROLLING INTERESTS -1.8% 13.0%
NET LOSS ATTRIBUTABLE TO NORTISTAR {EAL T{CARE -81.6% -223.9%

Net patient ser\vzice renzenuesrepresent gross rexzenues receivzed fron patients and third  -party payors, Bess prowisions
for contractuall adjustrents with third -party payors, such as Medicare, Medicaid or privzate payors with ranaged
care plans. Both reimbursenent and net patient servzice rexzenue  are the highest fron patients with privzate insurance
and other privzate paynent sources and Bowest fron patients wi  th Medicare/Medicaid. T his information is not
intended to prowide a comprehensive conparison of financiall results, as reimbursenent by insurance carrier \saries
based on deductib Bes, p Ban cowerage and procedures perforned.

Net patient servzice renzenues fion privzate insurance and privzate payors are general By higher when a faci lity does not
hawe a in-network contract with the payor . As of December 31, 2010, the Northstar ASChad one in-network
contract with one of its key priwvate insurance payors



NET PATIENT SERVICE REVENUES BY PAYORS OF THE NORTISTAR ASCS

FOR TtE THREE MONTIS ENDED DECEMBER 31, 2010
AND FOR THE THREE MONTIS ENDED DECEMBER 31, 2009

Q 4 2010 Net Patient
Service Revenue by

Q 4 2009 Net Patient
Service Revenue by

Payon Payor Mix Payor Mix
Priwate insurance and other privzate pay 82.2% 88.5%
Workers compensation 11.5% 8.1%
Medicare/Medicaid 6.3% 3.4%
TOTAL 100.0% 100.0%

CASE AND PROCEDURE MIX OF TE NORTISTAR ASCS
FOR THE THREE MONTIS ENDED DECEMBER 31, 2010
AND FOR THE Tt{REE MONTHS ENDED DECEMBER 31, 2009

Q4 2010 Q4 2010 % Q42010 Q4 2010 % Q4 2009 Q4 2009 % Q4 2009 Q4 2009 %
Specia l ty Cag Cag Procedurg Procedurg Cag Casg Procedure Procedure
Pain Managerent 634 60.7% 2,622 72.4% 706 49.8% 3,267 64.2%
Orthopedics 252 24.1% 587 16.2% 449 3L.7% 1,039 20.5%
Podiatry 12 1.1% 29 0.8% 27 1.9% 99 1.9%
Gastro-intestina - 0.0% - 0.0% 50 3.5% 67 1.3%
Generall Surgery 81 7.8% 165 4.6% 70 4.9% 149 2.9%
ENT 66 6.3% 221 6.0% 116 8.2% 466 9.2%
TOTAL 1,045 100.0% 3,624 100.0% 1,418 100.0% 5,087 100.0%

The Conpany has prowided a nunber of conparative operating statistics, such as cases and procedures perforned at
the Northstar ASCs for the three nonth period ended December 31, 2010 conpared with the sane period in the
prior year. T his infornation is not intended to prowide a conprehensinze conparison of financiall resullts, as gross

hi I Bings and net patient servzice rexzenues \zary by patient, insurance carrier and micedure.

A case is defined as a patient \isit to the ambu Batory surgery center  on a specific date of servsice. A procedure is
defined as the actuall surgery or surgeries that are performed on the date of servzice. As a resu Bt, there nay be nore

than a sing B e procedure perforned during a specific case.

Totall cases for the three nonths ended Dec erber 3 1, 2010 were 1,045, a decrease of 373 cases or 26.3 % fron the
al 1 of thpecia b ties
with orthopaedics and pain nanagenent speci  allty representing 72.1% of the onzerall I decreaseds of Nowenber 1,
2010 the Pal Radiun Partnership ceased performning cases and entered into a Bease agreerent with MSIi whereas the
entity utilizes the P Badiun Partnership’s facility and ejuipment in exchange for 25% interest in the eity of

1,418 cases in the same period in 2009. Decreased case \/o Bunes were experienced in a Inost

MSIH.



RESUL TS OF OPERATIONS FOR TtE YEARS ENDED DECEMBER 31, 2010 AND 2009
(In thouwand of U.S. do I B ar except hare and per hare amounts)

(unaudited)

2010 2009
NET PATIENT SERVICE REVENUE $ 12,329 $ 24,924
OPERATING EXPENSES:
Salaries and benefits 3,366 4,475
Drugs and supp B ies 2,365 3,206
Generall and adninistrativze 2,821 3,315
Bad debt expense 775 1,091
Avortization 1,408 1,371
Total operating expenses 10,735 13,458
INCOME FROM OPERATIONS 1,594 11,466
CORPORATE COSTS
Sal aries and benefits 1,638 1,859
Generall and adninistrativze 3,361 3,657
Legall expenses 3,420 3,546
Avortization 34 35
Total corporate costs 8,453 9,097
OTHER EXPENSE (INCOME)
C lass B Unit distributions 78 320
Gain on change in fair vvallue of C lass B Units, net (171) (1,585)
Gain on derecognition of C lass B Units (2,045) -
Gain on foreign currency, net (50) (3,886)
Goodwi I I and intangib B e asset inpairnent - 14,880
State franchise tax 76 94
Other (incore) expense, net (286) 234
Total other expense (incore) (2,398) 10,057
NET LOSS BEFORE INCOME TAXES (4,461) (7,688)
INCOME TAX EXPENSE (BENEFIT) - (685)
NET LOSS (4,461) (7,003)
NET INCOME AT TRIBUTABLE TO NONCONTROLLING INTERESTS 515 3,384
NET LOSS ATTRIBUTABLE TO NORTISTAR fEAL TICARE $ (4,976) $ (10,387)
NET LOSS PER BASIC COMMON StARE $ (0.26) $ (0.75)
NET LOSS PER FULLY DILUTED COMMON SIARE $ (0.26) $ (0.75)
WEIGHITED AVERAGE StARES OUTSTANDING (BASIC) 18,801,644 13,900,852
WEIGITED AVERAGE SIARES OUTSTANDING (FULLY DILUTED) 18,801,644 13,900,852

Net patient service renenues for the year ended Decerber 31, 2010 totall Be$12.3 nill Rion,compared to $24.9
ni 0 Bion for theyear ended December 31, 2009, a decrease of $ 12.6 ni I Bion 0150.5%. Inc Buded in the $12.3 nil Rion
is $1.2 ni 1 Bion relateto coll Bections during thyear ended December 31, 2010 that were not recognized as rex/enues
in prior periods because of coll Bectabi ityoncerns. T he dec Bine innet patient servzice rezenues was prinarilly a resull't
of a 33% decrease in case \zo Bure acconpanied by a 26.1% decrease  in net patient ser\sicerexzenues per case, after
adjusting for out of period coll Bections for the year ended Decen ber 31, 2010 fron the same period in 2009. The
owverall I case \zolure dec Bine was attributah B e to @®dcrease at the Kirby Partnership and a 78.3% decrease at the
Pal badiun Partnership. The decrease at the Pall Badiun Partnership was due to a Back of cagsnon -partner



physicians. The decrease in the reimburserent rate is direct By associated with the \zo B une decrease in cases with

higher reimursenent rat  es at the Pal Badiun PartnershipAs of Nowenber 1, 2010 T he Pal Badiun Partnership ceased
perforning case s and entered into a Bease agreemrent with MSIH whereby the entity utilizes the Pal Badiun
Partnership’s facility and euiprent in exchange for 25% interest in the ejuity of MSIK  The decrease in case
o Rune is prinari By attributab B e to the start up actiwities surrounding MSIH.

Salaries and henefits for the year ended Decerber 31, 2010 total Be$3.4 nill Bion,a decrease of $ 1.1 nill Rion or
24.7% fron the year ended Decenber 31, 2009 prinari By due to a reduction in the number of enp B oyees.

Drugs and nedical supp Bies expense for the year ended Decemer 31, 2010 total Befi2.4 ni I Rion, a decrease of $0.8
ni I Bioror 26.2% conpared to $ 3.2 ni I Rionfron the year ended Decerber 31, 2009. Thedecrease in case \olune
contributed to the onerall I decrease in drugs and nedica l supp Bies.

Generall and adninistratize expense for the year ended December 31, 2010 totall B1e$2.8 nill Biona decrease of $ 0.5
ni I Riorfron the generall and adninistratin/e expense for the year ended Decemer 31, 2009. T he decrease was due to
the owverall Batease in case \o Bure.

Bad debt expense for the  year ended Decerber 3 1, 2010 totaBed$0.8 nill Rion, a decrease of $0.3 nill Rion or 29%
fron the year ended December 3 1, 2009. A bad debt all Bowance was estab Bished due to col Bection difficu Bties with
the non-partner physicians on procedures performed by the  n under use agreemnents with the Northstar ASCs.T he
co I Dectiatifficu B ties are prinari By the resu Bt of a rejuest by third -party privzate payors to ¢ Baw back reinbursenents
prevziously nade to the non -partner physicians for procedures perforned at the Northstar ASCs under the use
agreerents.

Anortization for the year ended Decenber 31, 2010 was consistent with the prior year, howewer, anortization for
some of our Beaseho Bd inprowenents was call cu Bated using the estinated usefull Binzes of 15 years and was changed to

10 years during the current reporting period. T his resulted in additionall anortization of $0.3 nill Bion for the year
ended Decenber 31, 2010.

Corporate costs for the year ended December 3 1, 2010 decreased by $0. 6 nill Bion compared to the year ended
Decenber 3 1, 2009. T he prinary decreases were re Bated to a decrease in the nunber of enp Boyees and a decrease in

Begall expenses.Corporate costs as a percentage of rexzenues were 36.5% in 2009 conpared to 68.5% in 2010. T his is
due to the owerall I decrease imre\senues prinari By fron the decrease in  case \oRure at the Pall Badiun facillity and
Corporate costs reraining re B ativze Epnsistent in the current year conpared to the prior year.

For the year ended Decemer 31, 2010, the change in the fair vvallue o€ Bass B Unitis recorded as an incone or
expense of the Conpany under Canadian GAAP as a resu Bt of the negotiation right he Bd by \entures, which entit B ed
it to request at any tine after May 17, 2009 that Northstar Subco  enter into good faith negotiations to purchase for
cancel Fation al I or any portion of the C Bass B Units of Northstar &ub&dorthstar Acjuisitions he Bd by Ventures
at fair narket vall ue.

Upon the cBosing of the privzate p Facerentpn Septerber 30, 2010, Ventures gawe up its rights to al I Class B Units
and forgawe the related deferred distributions in exchange for 4,195,029 comon shares of the Conpany. T his

resu B ted in a gain of $2 ni I Fion calculated by the excess of the fair narket \alue of the mon shares issued o\ser

the Biabi lity that was re Bievzed.

Forthe year ended Decerber 31, 2010, the gain on foreign currency was nominall compared to a gain of $ 3.9
ni Il Biorfronthe year ended Decemer 31, 2009. In 2009, the gain on foreign currency exchange prinari By re I ates to
the change in the fair \vallue of the foreign currency exchange contracts entered into by the Conpany to hedge
exposure to fRuctuations between the U.S. do I Bar andhe Canadian dol Rar relating to the Comon Share divzidends.
During Septenber 2009, the Conpany so B d its position in these contracts.

Other incore of $ 0.3 ni I Rionrepresents anounts re Beased fron escrow fron one of Pal Badiun’s physician Rinited

partners under agreenents re I ating to Northstar’s acjuisition of a portion of th e physician’s interest in the Pall Badiun
Partnership.
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RESUL TS OF OPERATIONS AS APERCENTAGE OF NET PATIENT REVENUES
FOR THE YEARS ENDED DECEMBER 31, 2010 AND 2009

(unaudited)
2010 2009
NET PATIENT SERVICE REVENUE 100.0% 100.0%
OPERATING EXPENSES:
Salaries and benefits 27.3% 17.9%
Drugs and supp Bies 19.2% 12.9%
General and adninistrativze 22.9% 13.3%
Bad debt expense 6.3% 4.4%
Avortization 11.4% 5.5%
Totall operating expenses 87.1% 54.0%
INCOME FROM OPERATIONS 12.9% 46.0%
CORPORATE COSTS
Salaries and benefits 13.2% 7.5%
General and adninistrativze 27.3% 14.7%
Legall expenses 27.7% 14.2%
Avortization 0.3% 0.1%
Totall corporate costs 68.5% 36.5%
OTHER EXPENSE (INCOME)
Class B Unit distributions 0.6% 1.3%
Gain on change in fair value of Class B Units, net -1.4% -6.4%
Gain on derecognition of C lass B Units -16.6% 0.0%
(Gain) on foreign currency, net -0.4% -15.6%
Goodwi I I and intangib B e asset inpairnent 0.0% 59.7%
State franchise tax 0.6% 0.4%
Other (incore) expense -2.3% 0.9%
Total other expense (income) -19.5% 40.3%
NET LOSS BEFORE INCOME TAXES -36.1% -30.8%
INCOME TAX EXPENSE (BENEFIT) 0.0% -2.7%
NET LOSS -36.1% -28.1%
NET INCOME AT TRIBUTABLE TO NONCONTROLLING INTERESTS 4.2% 13.6%
NET LOSS AT TRIBUTABLE TO NORTISTAR IEAL TICARE -40.3% -41.7%

Net patient ser\zice rexzenuesrepresent gross rexzenues receivzed fron patients and third  -party payors, Bess prowisions
for contractuall adjustrents with third -party payors, such as Medicare, Medicaid or private payors with ranaged
care plans. Both reimbursenent and net patient servzice rexzenue are the highest fron patients with privzate insurance

and other privzate payment sources and Bowest fron patients with Medicare/Medicaid. T his infornation is not
intended to prowide a comprehensine conparison of financiall results, as reimbursenent b y insurance carrier \saries
hased on deductib Bes, p Ban cowerage and procedures perforned.
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Net patient ser\sice revzenues fron privzate insurance and privzate pay payors are generall By higher when a faci lity does
not hawe an innetwork contract with the payor . As of Dec ember 3 1, 2010, the Northstar ASCs had ongin-network
contracts with one of its key privzate insurance payors.

NET PATIENT SERVICE REVENUES BY PAYORS OF THE NORTHISTAR ASCS
FOR TtE YEARS ENDED DECEMBER 31, 2010 AND 200§

Pavor 2010 Net Patient 2009 Net Patient
1 ) .
y Service Revenue by Service Revzenue by
Payor Mix Payor Mix
Priwvate insurance and other private pay 82.5% 89.8%
Workers conpensation 12.4% 8.1%
Medicare/Medicaid 5.1% 2.1%
TOTAL 100.0% 100.0%
CASE AND PROCEDURE MIX OF T NORTISTAR ASCS
FOR TE YEARS ENDDED DECEMBER 31, 2010 AND 2009
2010 % 2010 2010 % 2009 % 2009 2009 %

Specia l ty 2010 Cag Cag Procedure Procedurg 2009 Cas Cas Procedure Procedure
Pain Managenent 2,540 58.6% 10,704 70.3% 3,074 47.5% 14,942 61.8%
Orthopedics 1,171 27.0% 2,756 18.1% 1,871 28.9% 4,623 19.1%
Podiatry 21 0.5% 56 0.4% 247 3.7% 1,140 4.7%
Gastro-intestina 5 0.1% 7 0.0% 420 6.5% 651 2.7%
General Surgery 331 7.7% 719 4.7% 393 6.1% 823 3.4%
ENT 265 6.1% 980 6.5% 471 7.3% 1,998 8.3%
TOTAL 4,333 100.0% 15,222 100.0% 6,476 100.0% 24,177 100.0%

The Conpany has prowided a nutber  of conparative operating statistics, such as cases and procedures perforned at

the faci lities operated by the Pall Badiun Partnership and the Kirby Partnership for thgear ended Decenber 31, 2010
conpared with the prior year. T his infornation is not intended to prowide a conprehensinze conparison of financiall

resu B ts, as gross bi B Bings and net patient service rexzenues \zary by patient, insurance carrier and procedure.

A case is defined as a patient wisit to the ambu Batory surgery center  on a specific date o f ser\ice. A procedure is
defined as the actuall surgery or surgeries that are performed on the date of ser\zice. As a resu Bt, there nay be nore
than a sing B e procedure perforned during a specific case.

Case \olume for the yearended Decenber 31, 2010 was 4,333, a decrease of 2,143 cases, or 33.1%, fron the 6,476
totall cases in the prior year. Decreases in case \zo Bune were experienced in each specia Bty, with  orthopaedics and
pain nanagenent conprising 57.6% of the onerall I decrease in case volumre. The Pall Bam Partnership attributed
nost of the decRine in case volume to a Back of cases by non-partner physicians, a significant decBine in cases
performed by existing physician Ninited p artners. As of Nowember 1, 2010 The Pal Badiun Partnership ceased
perforning cases and entered into a Bease agreerent with MSIH where by the the entity utilizes the Pal Badiun
Partnership’s faciBity and ejuipnent in exchange for 25% interest in the ejuity of MSIH. The decrease in case
0 Bune is prinari By attributab B e to the start upactiwities surrounding MSiI.

Procedure \s/o Bunefor the year ende d Dec ember 31, 2010 decreased by 3 7.0% fron 24,177 to 15,222. Since case

reimburserent is based on case type, the decrease in the number of procedures per case has no effect on
reimurserent  and net patient ser\zice rexzenues per case.
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SUMMARY OF QUARTERLYY RESULTS

Special ty Q4 2010 Q32010 Q2 2010 Q1 2010 Q4 2008 Q3 2008 Q2 2008 Q1 2008

Net patient servzice revenue $ 2241  $ 2559 $ 4429 $ 3,100 $ 5925 $ 6,843 $ 6,612 $ 5,544
Net incore (1 oss) $ (1,830 $ 315 $ (21100 $  (1,351) $ (13271) $ 2868 $ 1744 $ (1,729
Net incore (B oss) per comon

share (basic) $ (005 $ 002 $ (015 $  (010) $ (095 _$ 021 $ 013 $  (0.12)
Net incore (B 0ss) per comon

share (full By di l uted) $ (005 $ 002 $ (015 $  (010) $ (095 $ 019 $ 012§ (012
LIQUIDITY, CAPITAL RESOURCES ANNANICIAL CONDITION
L iuidity refers to an entity’s abi Rty to meet its financiall obBigations and comitrents as they becone due. The

Corpany is dependent upon cash generated fron operating actiwvities of the Northstar Entitie s, which are the najor
source of financing for its operations and for meeting its contractuall obligations. The Conpany’s operating resu I ts
and cash fBows for the year ended Decen ber 31, 2010 refBected the effects of the si gnificant decrease in case vo e
at the Pall Badiun Partnership and asll Berdec Bineat the Kirby Partnership.

On September 30, 2010, the Conpany comp Beted a privzate p Bacerent of 14,583,417 comon shares to CHA, a
corporation indirect By contro I Bed by Dr. Kraner, for CAD $51i 1 Bion in cash. Concurrent with the priznsate p Bacerent,
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Repurchase Agreenent. Nlorthstar Subco has indennified Nlorthstar Acjuisitions on a secured basis in respect of any

Liabi Bities that nay arise in the course of Northstar Acquisitions” actiwvities. Such indennity specifica l By exc B udes any
obRigations of Northstar Acjuisitions arising in respect of the Acyuisitions Class A Units or the Repurchase
Agreerent.  On March 5, 2009, the Conpany, Northstar foldco a nd Northstar Acjuisitions entered into an
agreerent (the “Forbearance Agreenent”) pursuant to which, among other things, (i) Northstar foldco
acknow Bedged that it was in breach of certain of the financiall cowenants contained in the Repurchase Agreenent (th e
“Existing Exsent of Defau It"); (ii) the Conpany agreed, based on certain terns and conditions to forbear fron taking

any action in connection with the Existing Exzent of Defau It under the Repurchase Agreerent on a nonth-  to-ronth
hasis; and (iii) the partie s agreed to amend the Repurchase Agreenent such that, in the exzent Northstar foldco
repurchases the Northstar Acjuisitions C Bass A Units under the Repurchase Agreenent, the Conpany shou Bd rea lize

an additionall internall rate of return of 2.0% per annun on payments receinzed under the Repurchase Agreenent
during each fiscall uarter foll Bowing the date of the FForbearance Agreerent for which the Existing Exzent of Defau It
renains outstanding. Northstar fo B dco continues to be in defau It of its ob Bigations under the  Repurchase Agreenent.
The Conpany and Northstar fo Bdco are continuing to eval uate their options under the Repurchase Agreenent and
the Forbearance Agreerent or otherwise. The continuing defaullt by Northstar foBdco under the Repurchase
Agreenent and any ac tions that hawe all ready been or nay be taken by the Conpany and Northstar o Bdco in the
future or the fai B ure to take certain actions to date or in the future nay result in increased financiall and tax risks to
Northstar fo Bdco. See “Risk Factors —We are Subject to U.S. Tax Laws” in the Company’s Annuall Infornation
Forn dated March 10, 2011.

RELATED PARTY TRANSACTIONS

The Conpany underwent a change of controll as a result of the privzate p Bacerent of comon shares on Septenber

30, 2010. At the tine of the change of contro B CiA and Ventures, both directly and indirectBy controll Bed by Dr.
Kramer, he ld 56.2% of al I of the outstanding comon shares of the Conpany at the closing of the privzate
p Bacerent. As of Decerber 31, 2010, CHA and Venture’s ownership inte rest was 52%.

ThePal Dadiun for SurgeryDal Bas is Bocated in Dall Bas, Texas and began operations in 2005
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staterents, and the reported anounts of rexzenue and expenses during the period. Actual resullts coulld differ fron
those estinates.

Managenent estinates are rejuired with respect to the \wvaluation of financiall instruments, aciuired assets and
Riabi Rities, intangibBe assets, goodwill I, accounts receivvable, inwventorpspwvisions for potentiall  Biabilities,
deternination of net patient servzice renzenues and incone tax prowisions.

Net patient service rexzenues of the Conpany inc Bude anounts for servzices bill Bed to privzate insurance carriers,
federall and state agencies and patients. Bill Bed rexzenues are recorded net of the estirated contractuall adjustnents
provided for under the reirbursenent practices of the majority of these third party payors. Managenent estab B ishes

the contractuall all Bowance adjustrents and all Bowances for doubtfull accounts based on historicall payment data,
current econonic conditions and other pertinent facts for each Northstar ASC. Managenent revziews and exza l uates
historicall payrent data and current econoric conditions on a quarter By basis and adjusts its estinates as appropriate.

ADOPTING OF NEW ACCOUNTING STANDARDS AND DEVELOPMENTS

Recent Accounting Pronouncements

Recent accounting pronouncenents that hase been issued but are not yet effectinze, and hayse a potentiall inp Bication
for the Conpany are as fo I bws:

In 2008, Canada’s Accounting Standards Board (the “AcSB”) ratified a strategic plan that wil I resullt in
Canadian GAAP, as used by pubBic companies, being conwerged with Internationall Financiall Reporting
Standards (IFRS)wer a transitionall period cuamt By expected to be about finze years. The Conpany will I

be required to report using the conwerged standards effectinze for interin and annuall financiall staterents
relating to fiscall years beginning on or after January 1, 2011. The Conpany is currently eluating the
effects of our financial statenents under 1FRS.

Section 1582, Business Conbinations. T his new Section rep Baces Section 1581 and will I be applicable to
business combinations for which the acjuisition date is on or after the Conpany’s interin and fiscal year
beginning January 1, 2011. Ear By adoption is pernitted. T his section inprowses the re Bexzance, re Biabi Bty and
conparabi bty of the information that a reporting entity p rowides in its financiall statenents about a business
comination and its effe cts. T he Conpany is current By exza Buating the inp Bications of this new standard.

Section 1601, Consolidated Franciall Staterents. This new section wil I be applicable to financial
statenents re B ating to the Conpany’s interin periods and fiscal yeas beginni ng on or after January 1, 2011.
Ear By adoption is pernitted. T his section estab B ishes standards for the preparation of conso Ridated financial
statenents. T he Company is current By exza B uating the inp Bications of this new standard.

Section 1602, NorContro InbjiInterests. This new s ection will I be app Bicab Be to financial statenents re B ating
to the Company’s interin periods and fiscall yeas beginning on or after January 1, 2011. Ear By adoption is
pernitted. T his section estah Bishes standards for accounting for a  non-control Bing interest in a subsidiary in
conso Ridated financiall staterents subseguent to a business combination. The Conpany is currently
evvaluating the inp Bications of this new standard. Section 1601 and 1602 rep Baced Section 1600, the
prevzious conso Bidated financiall staterents section.

International Financial Reporting Standards (“IFRS™)

In January 2006, the Canadian Accounting Standards Board adopted a strategic p 1an, which inc Buded the decision to
nowe financiall reporting for Canadian public By tdaenterprises to a sing e set of gBoball By accepted accounting
standards (IAS) and reporting standards (1FR$, as issued by the International Accounting Standards Board. The
effectivze inp Benentation date of the conwersion fron Canadian general By accepted accounting princip Bes (“Canadian
GAAP?”) to IFRS is January 1, 2011. In the first year of adoption, companies will I be reuired to prowide
conparative infornation, as if the financiall staterents of the prexzious year had been prepared in accordance with
IFRS, and to report supp Benental infornation in the financial statenents. 1FRS uses a conceptuall franework sini 1ar

to Canadian GAAP, but there are significant differences in recognition, neasurerent and financiall statenent

disc B osures.

15



As a resullt, the Company hired a third party consultant, to dexvelop a plan to conwert its conso Bidated financial
staterents to 1FFRS and execute its IFRS transition project.

The IFRS project conprises of four key phases:

. Assessnent  —this phase inc Buded determining the IFRS pr oject resource rejuirenents and identifying the
nembers of the Conpany’s IFRS transition tean, and other representativses as rejuired, to execute the
project. In addition, this phase incBuded comunicating key project requirenents and objectivses to the
Con pany’s Board of Directors and Audit Comittee and the hiring of a third party consu Itant to execute
the 1FFRS transition project.

. Diagnostic —this phase incBuded an assessnent of the differences between current Canadian GAAP and
IFRS.
. Design —this phase focuse d on deternining the specific inpacts on the Company based on app Bication of

the IFRS reuirerents. T his phase inc Buded the dense Bopnent of a detaiBed working pBan to address the
inp Berentation requirenents as well B as the inpact on the Conpany’s infornation systens, internal
contro s, financiall reporting and business actizities.

. Inp Berentation —this phase inc Budes inp Benenting the reuired changes necessary to adopt IFRS effectiwe
January 1, 2011. The focus of this phase is on the finalizabn of the IFRS conwersion p lan, approval and
inp Berentation of accounting and tax po Ricies, inp Benentation and testing of new processes, systens and
controls, calcullation of opening IFRS ballances and preparation of the financiall staterents and re lated
dis c Bosures under IFRS.

The Conpany has conp Beted the assessient, diagnostic and design phases of the IFRS transition project. The

inp Benentation phase of the project is current By underway and will B be ongoing until adoption of IFRS in our first
juarter 2011 financia LsA sumary status of the key e Benents of the p Ban is detai Bed be Bow and accordingly, the
Conpany has identified certain differences between its current accounting po Bicies and those rejuired or expected to

app By in preparing IFFRS conso Bidateinfaincia I statenents as out Bined be 1 ow.

The key e Benents of the pBan haxse or wil I take into consideration, anong other things:

. ldentification of differences in Canadian GAAP and IFRS accounting policies and choices and their
inpacts on the Conpany’s conso  Bidated financial statenents,

. Selection of the Conpany’s continuing IIFRSaccountingpo Hicies,

. Changes in financiall statenent note disc B osures,

. Infornation techno B ogy and data systen requirenents,

. Disc Bosure contro s and procedures, inc Buding inv@t reBations and externall comunications p Bans re B ate
to the IFRS conwersion,

. Identification of the inpacts of IFRS conwersion on internall contro B's ovser financiall reporting,

. Financial reporting expertise requirerents, incBuding training of personnel or outsourcing
recomendations for financiall staterent preparation, and

. Inpacts on other business activities that nay be inf B uenced by GAAP neasures, such as debt cowvenants and

other contractua l arrangerents.
Subco Class B Units

Current accounting po Ricy

As of December 3 1, 2010, there are no Subco C lass B Units. Under Canadian GAAP, the Subco C lass B Ureits
c Dassified as debt in the Company’s conso Bidated ba B ance sheet at Decenber 31, 2009.

Expected IFRS accounting po Ricy

Under the criteria outBine in IAS 32, Financial Instruments: Presentation, the Subco C Bass B units wil I be c Bassified
as equity rather than debt  in the periods they exist . Ejuity is not neasured subsequent to initiall recognition. T his
represents a significant difference to the curren t treatrent where the Class B units are clasified as debt and
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neasured at anortized cost. This recl assification will B resullt in an adjustrent to retained earnings in the opening
balBance sheet. The Conpany is currentBy juantifying this difference allong wi th assessing the inpact on future
earnings, ba B ance sheet ratios and re I ated financiall cowenants.

Impairment of Long-Lived Assets

Current accounting po Ricy

Longdived assets are tested for inpairment whenewser circunstances indicate that the carrying \wvallue  may not be
recoverable. When ewvents or circumstances indicate that the carrying anount of Bong-Hived assets other than
indefinite Bife intangibBes, are not recowerable, the Borbjived assets are tested for inpairnent by comparing the
estinate of future ex pected cash flows to the carrying anount of the assets or groups of assets. If the carrying vall ue

is not recowerah Be fron future expected cash flows, any Boss is neasured as the anount by which the asset’s carrying
vallue exceeds fair \zall ue and recorded ithe period. Recowerabi ity is assessed re Bativze to undiscounted cash fHows
fron the direct use and disposition of the asset or group of assets. Indefinite Bife intangibBe assets are subjected to
inpairment tests on an annua ll basis or when evzents or circ  unstances indicate a potentiall inpairnent. If the carrying
va B ue of such assets exceeds the fair vallug the assets are written down to fair \val ue.

Expected IFRS accounting poRicy

Under IAS 36, Impairment of Assets the inpairnent of Bong- ternassetsish  ased on conparing the carrying anount

to the recowerable anount of the respectivze cash generating unit on a pre-tax discounted cash flow basis. The
reuirenent to use discounted cash flows (rather than undiscounted) nakes inpairnent nore Bikely to occur. In
addition, 1AS 36 requires, under certain circunstances, the rexzersall of all I inpairnent 1 oss.

The Conpany wil | adopt this revised accounting po Ricy on transition to IFRS. App Rication of the IFRS conp Riant
inpairnent nethodo B ogy nay increase future \volla  tility of earnings.

Property and Equipment

Current accounting po Ricy

Propertyand ejuiprent  is stated at cost Bess accunu Bated depreciation. Depreciation is conputed using the straight -
Bine nethod ower the useful Bivzes of the re D ated assets. Residua I \aell are assuned to be nill. Property under capital
Beases and the reBated ob Bigation for future Bease paynents are initiall By recorded at an anount ejual to the Besser of
fair \vall ue of the property or ejuiprent and the present \za B ue of those Bease paynents.  Leaseho B d inprowsenents are
anortized ower the Besser of the estinated usefull Bife of the asset or the tern of the Bease. Maintenance and repairs

are charged to operations when incurred.

Expected IFRS accounting po Ricy

Under IAS 16, Property, Plant and Equipment after the initiall recognition, the Conpany may use the cost node I or
the rexza luation node I to account for its property and ejuiprent. P roperty and ejuipnent itens nust be depreciated
by component and each conponent nust be depreciated ovzer its usefull Rife.

T he Conpany expects to continue using the cost rodeB. There are n o significant conponents with a different usefu I
Bife different to the rethod currentBy app Bied under Canadian GAAP. No other differences were identified re Bating
to continued use of the cost method, therefore and thus, no significant changes hawe been identified from the
Cormpany’s current accounting po licy.
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Leases

Under IAS 17,Leases, Base c Dassification depends on whether substantial By all B of the risks and rewards incidental to
ownership of a Beased asset havse been transferred fron the Bessor to the Bessee, and is nade at inception of the Bease.

A nunber of indicators are used to assist in Bease c B assification howewser, juantitative thresho B ds are not offered as an
indicator as under current Canadian GAAP.

The Company will I dexzellop internall indicators to assist in Bease c Bassification under IFRS.

Non-Controlling Interest

Current accounting po Ricy

Re B ated party transactions are neasured at exchange anounts which represent the a nount agreed upon by the parties
and thus are considered to be executed at fair vzall ue.

Expected IFRS accounting poRicy

There wi B 1 be no transition difference on the initiall recognition of these anounts. towewser, in accordance with 1AS
27R, Consolidated and Separate Financial Statements (as amended in 2008), non-controll Bing interests will I be
presented as part of equity.

Revenue Recognition

Current accounting po Ricy

Patient Servzice Revenue

Patient ser\vsice renzenue is recognized upon the perfornance of the pat ient service and when u B tinate col Rection is
neasurab Be and reasonab By assured. Net patient ser\vzice renzenues are reported at the estinated co I Rectib Be anounts
fron patients, third -party payers, and others for ser\zices rendered.

Managerent Fees Revsenue

Re\enue fron nanagenent fees represents fees charged to the nanaged centers, based on a percent of coll Bections,
for managing the center’s business operations. Managenent fees are based on patient ser\zice rexzenues co I Bected.

Expected IFRS accounting poRicy

Nosignificant changes hawe been identified fron the Conpany’s current accounting po licy.
Stock Based Compensation

Current accounting po Ricy

The Conpany has two share unit p Bans; nane By the Deferred Share Unit P Bans (issued to BOD) and Restricted Share
Unit P Bans (issued to enp Boyees). T he terns of a both share-  based paynent p Bans prowide the Conpany with the
choice to settBe in cash or by the issue  of equity instrunents. T o date, the Conpany has sett Bed the share awards in
gluity. T he p Bans are therefore equity- sett Bed.

Expected IFRS accounting po Ricy

The Conpany will I utilize IFRS 1 and thus prospectivzely apply IFRS 2 for \ested awards. T he/egied awards
were evaluated under IFRS 2 and no differences were identified. Accordingly, there wi I I be no sig nificant changes
fron the Conpany’s current accounting po Ricy.

18



Income Taxes

Current accounting po Ricy

The Conpany uti Bizes the assets and Biabi ity nethod of accounting for incore taxes under which future incone tax
assets and Hiabi lities are recognized for the estinated future income tax consejuences attributable to differences
between the financiall statenent carrying \vallue anount and the tax basis of assets and Biabi Rities. The Conpany
neasures future incone tax assets and Biabi lities using incone tax rates that it expects to app 'y to taxab Be incore in

the years when it expects those differences to be recovered or settBed. The Conpany recognizes the effect of change

in tax rates on future incone tax assets and Biabi Bities in income in the period that the rate change is effective. A
valuation all Fowance is estab Bished when considered necessary to reduce future incone tax assets to the anount that
isnore Bike By than not to be rea lized.

Expected IFRS accounting poRicy

An exposure draft reBated to incone tax es was reBeased by the IASB and a new standard was anticipated prior to
IFRS conwersion on January 1, 2011, howewer the scope of that draft has been reduced and it is un Bike By that a new
standard wi I B be issued prior to IFRS conwersion inp Benentation date. As a result, the Conpany has not finall ized
anallyzing the inpact of IAS 12, Income Taxes with respect to the account ing for incore taxes.

Intangible Assets

Current accounting po Ricy

Intangib Be assets are initial By recorded at cost. Indefinite Nife assets are not anortized whi Be assets with finite Bivzes
are anortized o n a straight- Bine basis o\zer their estinated usefu I Fives.

Expected IFRS accounting po Ricy

No significant changes hawe been identified fron the Company’s current accounting policy other tha n the
inpairnent ana B ysis as out B ined abowse under 1AS 36.

Provisions

Current accounting po Ricy

Under Canadian GAAP prowisions are recognized when it is “Bike By” that a future event will B confirn that a Biability
has been incurred. The tern “RikeBy” in thi s context is a higher recognition thresho Bd than “rore Bikely than not”.

The tern “contingent BiabiBity” under Canadian GAAP refers to both recognized and unrecognised uncertain

ob Rigations. Canadian GAAP dogs not hawe separate terns to describe contingen t Biabi Rities that neet the recognition
criteria \wersus those that do not.

Expected IFRS accounting po Ricy

No significant changes hawe been identified fron the Conpany’s current accounting po licy.
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IFRS transition

With regards to 1FRS transition, the Conpany has thoroughly anallyzed the exenptions available under IFRS 1,
“First-time Adoption of International Financial Reporting Standards” and has e Bected to use the exenptions re I ated
to husiness cominations and share hased payments.

Summary of the IFRS transition plan
The p lan addresses the inpact of IFRS on accounting po Bicies and inp Bengntation decisions, infrastructure, business

actiwvities, controll actiwvities and financiall staterent preparation and disc Bosures. A sumary status of the key
e Benents of the transition pBan is as fol B ows:

Key activitie Statu
Accounting policig Identification of differences in Canadian The Company has identified
and imp Bementation GAAP and IFRS accounting po icies; differences  between  accounting
deciions poRlicies under Canadian GAAP ang
Selection of the Company’s ongoing IFRS accounting policy choices under
po Hicies; IFRS, both on an ongoing basis and
with respect to certain choices
Selection of ta Company’s IFRS 1 available on conwersiomde in

accordance with IFRS 1.
Firsttie  Adoption of International
Financiall Reporting Standards (“IFRS 1”) | The Company has continued to

choices; progress towards the juantification of
the identified differences and choices
Dewveloprent of financial  statenent throughout 2010 and has now
fornat; develog its financiall staterents
and supp Benentall transition
Quantification of effects of change in disc Bosures under 1FRS for first tine

initial  IFRS 1 discBosures and 201( adopters prior to January 1, 2011.
financiall staterents as well I as transition
supp Benenta B disc B osures.

Infrastructure Dewve b oprent of IIFRS expertise. The Company prowvidg resources,
Financial reportin third party consultants, for training
expertise the key enp Boyees and stakeho lders

in the fourth quar ter of fiscall 2010.

Additionall training will I be ongoin
unti I full I adoption in 2011.

Infrastructure
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Buing actiwvitig Identification of impact on business The Conpany is in the process of

Business practices practices; analyzing the contractual obligatigns
incBusive of debt cowvenants and the
Conp Betion of any reuired renegotiations/ inp Bications of IFRS on any
changes by fiscall year end 2010. financing relatiorkips and other
arrangenents.
Buing actiwvitig Identification of inpact on compensation The Conmpany is in the process of
Cornpensation arrangenents; anallyzing any conpens ation po licies
arrangerents that rely on indicators derinsed from
Assessnent of reuired changes in the the financial staterents.
fourth quarter of 2010.
Control activitig For all accounting policy char The Conmpany does not expect any
Internal control ow identified, assessnent of Internall Control's significant change  with respect to
financial reporting owver Financial Reporting (“ICHh-®sign ICFR.

and effectiveness inp Bications;

Inp Benentation of appropriate changes in
the fourth quarter of 2010.

Control activitig For all accounting pollicy change The Conpany is in the process of
Disc Bosure contro s identified, assessrent of  Disc Bosure anallyzing anyissues with respect to
and procedures Controlls and Procedures (“DC&P”) design DC&P.

and effectiveness inp Bications;

Inp Benentation of appropriate changes in
the fourth quarter of 2010.

As IFRS exzo I\es during the transition period, the inpact of IFRS on the Conpany will I allso evvollwe. Itnay resulltin
additiona I accounting changes, sone of which nay be significant. The Conpany’s transition status is currentl  y on

tradk with the inp Renentation schedu e out Rined in its p Ban to adopt IFRS effective January 1, 2011. T he Conpany
wil I continue to nonitor any changes to IIFRS prior to January 1, 2011, assess the inpact of alopting IFRS, and
update its MD&A disc Bosure s quarter By in order to report on the progress of its IFRS transition p 1an.

Other Accounting Pronouncements Adopted

Effective, October 1, 2009, the Conpany adopted S ection 3862: Financial instrunents—disc Bosures. In June 2009,
the AcSB anended certain r equirenents re Bated to financiall instrurent disc Bosure in response to anendnents issued

by the Internationall Accounting Standards Board. The new disc Bosure standards rejuire disc Bosure of fair \vall ues
hased on a fair \zalue hierarchy as well I as enhanced disgssion and quantitatinse disc Bosure reBated to Fijuidity risk.
The arended disc Bosure requirenents are effective for annual financial staterents reBating to fiscall years ending
after Septerber 30, 2009. Ear ier adoption is pernitted. T o prowide rebief for preparers, and consistent with 1FRS,
the AcSB decided that an entity need not prowide comparativse information for the disc Bosures required by the
anendrents in the first year of app Rication.

Effectivve January 1, 2009, the Company adopted Section 3064 Goodwill I and IntangibBe Assets. T his section
rep Baces fandbook Section 3062 Goodwil I and Other IntangibBe Assets and fandbook Section 3450 Research and
DeweBoprent Costs. 1t estab Bishes standards for recognition, neasurenent and disc B osure of goodwil I and inta  ngiblle
assets. The AcSB allso nade an amendnent to Section 1000, Financiall Staterent Concepts to delete guidance
prevzious By interpreted to support the appropriateness of deferrall of costs. In the past, expenses wou B d be deferred on

the basis of the natchi ng principle. Going forward, expenses can on By be capitalized if they neet the definition of
an asset or the criteria for recognition.
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING AND DISCLOSURE
CONTROLS

Diic 1 oure Contro B and Procedurs

Disc Bosue controlls and procedures within the Conpany are designed to prowide reasonable assurance that al
relevant information reuired to be discBosed in its annuall and interin filings and other reports is recorded,
processed, sumarized and reported on a tinell y basis and is accunu Bated and comunicated to the Northstar
nanagenent.

The Conpany’s Chief Executive Officer (“CE0”) and Chief Financial Officer (“CF0") are responsible for
estab Bishing and naintaining the Conpany’s disc Bosure contro Bs and procedures to prowide reasonab B e assurance that

al I relevant infornation rejuired to be disc Bosed is gathered and reported on a tinely basis so that appropriate
decisions can be nade regarding pub Ric disc B osure.

The Conpany’s managerent  conducted an exvalluation of the effectinseness of the design and operation of our
disc Bosure contro s and procedures as of Decenber 31, 2010 . Based on this evzaluation, the Chief Executive Officer
and Chief Financiall Officer hawe conc Buded that disc Bosure contro s and procedures, as def ined in Mu BtiBaterall
Instrurent 52 -109, Certification ofDisc Bosure in Issuers” Annuall and Interin fi Bings, were not effectinve due to the
nateria B weaknesses in internal contro B's over financiall reporting discussed be I ow.

Internal Contro I over Financia patting

The Conpany’s Chief Executive Officer and Chief Financiall Officer are responsible for estabBishing and
naintaining adejuate internal control ower financiall reporting. ntérnall controls ower financiall reporting are
designed to prowide reasonable as surance regarding the reRiability of financiall reporting and the preparation of
financiall statenents in accordance with Canadian GAAP focusing in particullar on controlls ower infornation.
Managerent is responsib Be for estab Bishing and naintaining adejuate i nternall controls over financial reporting. A
contro B systen, no natter how we I B conceived and operated, can prowide on By reasonab Be, and not abso I ute assurance
that the objectives of the controll systen are net. Because of their inherent NRinitations, intern all controlls ower
financiall reporting may not prevent or detect nisstaterents. Such inherent Rinitations in internall controls ower
financial reporting nay result in a nore than renote Bike Bihood that a nateria l nisstaterent wou Bd not be prexsented

or detected on a tine By basis.

The CEO and CFO0 hawe designed internall controll ower financiall reporting, or caused then to be designed under
their superwzision, to prowide reasonable assurance that the financiall statenents are free of nateriall nisstatenent.

The Conpany’s nanagerent, under the direction of the CEO and CF-0, assessed the effectinseness of the Conpany’s

internall control ower financiall reporting as of Decenber 31, 2010. Based on this assessnent, the Company’s CEO

and CFO hawe concluded that, as of December 31, 2010, the Conpany’s internall controll ower financiall reporting
contained the fo I Bowing nateria I weaknesses:

Material Weakness

We did not naintain effectivze internall controlls ower accounts payable and related expses. In particullar, our
contro Bs withrespect to ensuring that all I accounts payable ballances and related expenses hawe been recorded or
accrued in the proper accounting period were not proper By designed, nor were the y operating effectivvelly. As a
resu B't, accounts payab Be was understated by $1 24, expenses were understated by $113 and assets were understated

by $11. An adjustrent was nade to our financiall statenents to correct this error during the course of our external

audit. In addition, as discussed in nore detai I be I ow, nanagerent re -perforned the search for unrecorded Biabi Bities
as of December 31, 2010 and no further unrecorded iters were detected. T he adjustrent represents 2% of the net

1 oss for the year.

As a resu Bt of the materia | weakness described abowse, our nanagerent concBudedt  hat as of Decenber 31, 2010, we

did not naintain effectivze internall controll ower financiall reporting based on the criteria estabRished in Internal
Control— Integrated Frarework, issued the by Comittee of Sponsoring Organizations of the Treadway
Comissio n (C0S0).
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Remediation of materia B weaknese in interna | contro 1 ower financiall reporting

Managerent, under the super\zision and with the participation of our Chief Executivse Officer and Chief Financial
Officer, has been activze By engaged in the inp Benentati  on of remediating efforts to address the nateria I weakness.

With respect to the nate  riall weakness re Bated to the Accounts Payab I eut-off, the fol Bow renediation actions hawe
been inp B enented by nanagenent:

e  With regard to the period ended Decerber 31, 2010, we hawe revziewed all I \zendor invzoices greater than
$1,000 received in January and February to ensure that they haxse been recorded in the proper period.
T hese procedures did not identify any other itens which needed to be recorded in addition to the
adjus trent described abowve.

e We hawe tired an enp B oyee who has extensivse experience with accounts payab Be to perforn  a search for
unrecorded BiabiBities and estab Bish a proper cuteff on an on-going basis.

e We hawe enhanced existing contro s to ensure that in\soices, in addition to being stanped with proper
account coding, are a lso stanped with the accounting period to which they wil I be posted. In addition,
review and approwal of these innzoices wi I I now inc Bude approwal of the noted accounting period.

e We hawe enhanced the design of existing contro s to ensure that all I invzoices are revziewed and approwed by
experienced accounting personne I at the Control Ber Bexsel or higher.

There hawe been no other nateriall changes to the Conpany’s internall control ower financiadbarting during the
year ended December 31, 2010 that hawse nateriall By affected, or are reasonably Bikely to nateriall By to nateriall By
affect, the Conpany’sinternal control owser financial reporting.

QUANTITATIVE AND QUAIATT IVVE DISCLOSUREBAUT MARKET RISK

In the nornall course of business, the Conpany is  exposed to market risks arising from ad\wserse changes in the
C$/USS$ foreign currency exchange rate. Market risk is defined for these purposes as the potential change in the fair
narket \al ue of financia l sats and Biabi Rities resu Bting fron an ad\/erse nowzenent in these rates.

As a resullt of closing out all B of its remaining foreign currency exchange contracts, the Conpany shoulld onlly be
exposed to currency risk on ser\vzices prowided by \endors based in Canada . As of Dec emer 31, 2010, the Company
had trade payah Bes of CAD $0.1ni I Rion.

RISK FACTORS

P Bease refer to the risk factors in addition to the risks discussed herein, set out in the Conpany’s Annual
Infornation Forn dated March 1Q 2011, for a Rist of the significant risk factors to which the Conpany is exposed.

OUTSTANDING StARE DATA

At March 1Q 2011, the Conpany had 33,344,210 comon  chares outstanding.

OUTLOOK

Surgicall Centen

T he past fivze nonths havse been \sery activve as nanagenent has been rebui Bdi  ng the Conpany. T he initiall focus was

upon the existing ASCs. Northstar has aciuired Dr. Kraner’s interests in Pall Badiun - fouston and Pall Badiun-Dall Bas
and has entered into syndicated joint \sentures with groups of surgeons at both Bocations.
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In touston, the joint \enture is named the MicroSurgery Institute  -fouston. Its surgeon base inc Budes three pain
nanagerent physicians, three head and neck surgeons, one orthopedic surgeon and four podiatric surgeons.
Additionall surgeon partners are being recruited. Nort hstar owns a 22.6% equity interest and nanages the faci bty for
5.5% of cash co Il Bections.

On January 11, 2011, the Company announced the acuisition of Pal Badiun for SurgeryDall Bas incRuding Dr.
Kraner’s 95% and Dr. Jarnes \Vu’s 5% ownership interests for a  totall purchase price of $2.2 ni I Fion based upon the
results of an independent third -party \valuation. Like the fouston center, Pall Badidall Bas entered into a joint
wventure with a group of surgeons to forn the Microsurgery Institute of Dall Bas. Its partner physician base inc I udes

one pain nanagement physician, one generall surgeon, one p Bastic surgeon and three podiatric surgeons. Additiona ll
physician partners are being recruited. Northstar owns a 25% equity interest and nanages the facillity for 5.5% of

cash co Il Bections.

Additionall gnvice Bing

It is inportant that the Conpany divsersify its ser\sices beyond outpatient surgery. T herefore, nanagenent is actively
seeking to acjuire and grow a nunber of hea Bthcare de Bivsery businesses in Texas. Potentiall acuisitio ns are being
evvalluated for fit, scaBability, risk and inpact upon the Conpany’s cash flow. Comon to all I of these targets are
physician partnership joint \entures to a Rign physician interests with Conpany interests.

Pursuant to this plan, the Conpany announces the formation of Gullf Coast Toxicology, LL.C in partnership with
Pioneer Laboratories, L L.C. Northstar has a 20% ownership interest in Gull f Coast Toxicology, L LC, aliasd 1as
drug testing Baboratory. The Baboratory will I screen and quantify narcotics and other drugs in urine sanp Bes. This is a
rapid By growing area of nedicall practice as gowernmentall agencies are now rejuiring pain c Binics and other nedicall
practices to routine By perforn drug testing. Gullf Coast Toxicology will I partner with a number of physicians in
touston who wil I supp By the urine samp Bes to be tested in the Baboratory of Gullf Coast Toxicology. If successfull in
touston, Northstar expects to expand this business to other cities.

L ilgation Update

In May 2009, Northstar announced that it subsidiaries nade c Bains against Dr. Krarer, re Bated entities and certain
forner nanagers under agreenents re B ating to Northstar’s aciuisition of its interests in the Pal Badiun Partnership.
The Conpany’s subsidiaries gawe notice of these c Bains to the es  crow agent and instructed it to not re Bease funds
held in escrow for such parties. In Nowerber 2009, the Conpany settBed the ¢ Bains nade against certain forner
nanagers and agreed to reBease $0.2 ni I Bion in escrowed funds to such former nanagers. As of Sep tenber 30, 2010,
approxinate By $8.2 nil Bion of Dr. Kraner’s sale proceeds renained in escrow. In addition, Northstar be Bievzes that
approxinate By $1.2 i B Bion renains in escrow accounts of other se I Bers under the Pall Badiun purchase agreenent that
is owing to Dr. Kraner by such sel Bers pursuant to certain contractuall arrangenents anong then, and ower which
Northstar ray hawse a c Lain.

Under the app RicabBe agreerent, reso Bution of these cBains invol\es nutuall good faith discussions, mediation,
fo I Bowed by binding arbitration in Texas. The Conpany fi led a rejuest for nediation with the Arerican Arbitration
Association (the “AAA”) in Jully 20009.

Mediation hearings were conducted in September and October 2009. T he Conpany was unab Be to reach a sett B enent

with Dr. Krarer and filled for binding arbitration which was accepted by the AAA on January 22, 2010. The
Pal Nadiun purchase agreenent prowides that the arbitration process be conp Beted within six nonths of filling,
allthough the parties agreed to two extensions of tha t tine period to all Bow for certain discussions to occur and to
pernit the arbitration panell to reso I\se certain pre Rininary notions.

Northstar’s ¢ Bains against Dr. Kraner, as set out in the AAA fillings; relate prirarily to all Beged fallse contractual
representations and warranties in the Pall Badiun purchase agreenent about the state of Pall Badiun’s business and its
re L ationships with hea I'th insurers.

In response, Dr. Kraner nade counter ¢ Bains and cross ¢ Bains against certain of the Conpany’s subsidiaries and
their officers re B ating to the nanagenent of the Pall Badiun Partnership, nistanagenent of the Pall Badiun for Surgery

24



—Dal bas, defanation and all Beged tortuous interference with business re Bationships. Dr. Kranmer indicated in his
fi Bings with the AAA was seek ing danages of up to $1.0 ni I Bion. T hese ¢ B ains were re B eased upon the ¢ B osing of the
privzate p L acenent.

On May 5, 2010, Dr. Krarer issued a ¢ Bain against the nembers of the Northstar BOD in their personall capacities.
The clain all Beges that Northstar’s plllic disc Bosures inc Buded defanatory statenents re Bating to the re -syndication
of the Pall adiun Partnership. As a resullt of these staterents, Dr. Kraner c Bained that he suffered harn to his
personall and professional reputation in Canada and Ontario in partu Bar. These ¢ Bains were re Beased by Dr. Kraner
on corp Betion of the privzate p Facenent.

On Septenber 30, 2010, a change in control of the Conpany occurred and all B fizse prior nenbers of the Conpany’s
Board resigned. At its October 19, 2010 reeting, the ne wly constituted Board of Directors of the Company
deternined that it wou Bd be proper for the Board to de Begate to a Special Litigation Comittee the responsibi Bty for
investigating and deternining whether it is in the best interests of the Conpany to pur sue the Arbitration.

A Speciall Litigation Comittee consisting of three independent board nembers was appointed to review the
Arbitration.  Since Dr. Kramer and entities related to hin are parties to the Arbitration, he abstained fron
consideration of Speciall Litigation Comittee. The Speciall L.itigation Comittee was authorized to exercise all 1
Bawfull authority of the Board of Directors in deternining what action, if any, the Conpany shou Bd take with respect

to the Arbitration. The Speciall Litigation Corittee was a Bso granted the authority to retain, at the expense of the
Conpany, speciall adwisors as the Comittee determines to be necessary to pernit it to carry out its duties. On

October 20, 2010, the Speciall Litigation Comittee retained a corporate Baw firn headjuartered in Texas to act as
counse I to the Comittee.

On Decenber 15, 2010, the Speciall Litigation Comittee of its Board of Directors deternined that it wou B d not be

in the best interest the Conpany or its shareho Bders to continue to pursuet ~ he Conpany's ¢ Bains against Dr. Dona B d
Kraner and re Bated entities. T he Comittee deternined that Northstar wou Bd be un Rike By to succeed if it pursued the
arbitration to a final conclusion. Dr. Kramer concurrently agreed to abandon his arbitration cBains against the
Conpany.

ADDITIONAL INFORMATION
Additionall information re Bating to the Conpany, inc Buding theconso lidated interin financial staterents  for the three
and twe I\se nonths ended December 31, 2010 and the Conpany’s annuall information forn , is avzai 1 de on SEDAR

at www.sedar.con.

March 10 2011

25



	FORWARD LOOKING INFORMATION
	PRESENTATION OF FINANCIAL INFORMATION
	CORPORATE OVERVIEW
	LIQUIDITY, CAPITAL RESOURCES AND FINANCIAL CONDITION
	FINANCIAL INSTRUMENTS
	Foreign Exchange Contracts
	Forbearance Agreement

	RELATED PARTY TRANSACTIONS
	ADOPTING OF NEW ACCOUNTING STANDARDS AND DEVELOPMENTS
	Recent Accounting Pronouncements
	• Implementation – this phase includes implementing the required changes necessary to adopt IFRS effective January 1, 2011.  The focus of this phase is on the finalization of the IFRS conversion plan, approval and implementation of accounting and tax ...
	The Company has completed the assessment, diagnostic and design phases of the IFRS transition project.  The implementation phase of the project is currently underway and will be ongoing until adoption of IFRS in our first quarter 2011 financials. A su...
	The key elements of the plan have or will take into consideration, among other things:
	• Identification of differences in Canadian GAAP and IFRS accounting policies and choices and their impacts on the Company’s consolidated financial statements,
	• Selection of the Company’s continuing IFRS accounting policies,
	• Changes in financial statement note disclosures,
	• Information technology and data system requirements,
	• Disclosure controls and procedures, including investor relations and external communications plans relate to the IFRS conversion,
	• Identification of the impacts of IFRS conversion on internal controls over financial reporting,
	• Financial reporting expertise requirements, including training of personnel or outsourcing recommendations for financial statement preparation, and
	• Impacts on other business activities that may be influenced by GAAP measures, such as debt covenants and other contractual arrangements.
	Subco Class B Units
	Current accounting policy
	As of December 31, 2010, there are no Subco Class B Units. Under Canadian GAAP, the Subco Class B Units were classified as debt in the Company’s consolidated balance sheet at December 31, 2009.
	Expected IFRS accounting policy
	Leases
	Under IAS 17, Leases, lease classification depends on whether substantially all of the risks and rewards incidental to ownership of a leased asset have been transferred from the lessor to the lessee, and is made at inception of the lease.  A number of...
	The Company will develop internal indicators to assist in lease classification under IFRS.
	Non-Controlling Interest
	IFRS transition
	With regards to IFRS transition, the Company has thoroughly analyzed the exemptions available under IFRS 1, “First-time Adoption of International Financial Reporting Standards” and has elected to use the exemptions related to business combinations and...
	Summary of the IFRS transition plan
	The plan addresses the impact of IFRS on accounting policies and implementation decisions, infrastructure, business activities, control activities and financial statement preparation and disclosures.  A summary status of the key elements of the transi...
	Other Accounting Pronouncements Adopted
	Effective, October 1, 2009, the Company adopted Section 3862: Financial instruments – disclosures.  In June 2009, the AcSB amended certain requirements related to financial instrument disclosure in response to amendments issued by the International Ac...
	Effective January 1, 2009, the Company adopted Section 3064 Goodwill and Intangible Assets.  This section replaces Handbook Section 3062 Goodwill and Other Intangible Assets and Handbook Section 3450 Research and Development Costs.  It establishes sta...

	MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING AND DISCLOSURE CONTROLS
	Disclosure Controls and Procedures
	QUantitative and Qualitative Disclosures About Market Risk
	Risk Factors

	OUTSTANDING SHARE DATA
	ADDITIONAL INFORMATION

