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MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)

This Management’s Discussion and Analysis (“MD&A”) contains important information about the results of operations of
Founders Advantage Capital Corp. (“FAC”, “we”, “our”, or “the Corporation”) for the three and six months ended June 30,
2018, as well as information about our financial condition and future prospects. We recommend reading this MD&A, which
has been prepared as of August 21, 2018, in conjunction with the interim condensed consolidated financial statements and
related notes for the three and six months ended June 30, 2018 (“interim financial statements™), and our 2017 Annual
Report. The interim financial statements have been prepared in accordance with International Financial Reporting Standards
(“IFRS”) as issued by the International Accounting Standards Board (“IASB”) applicable to the preparation of interim

financial statements. Unless otherwise indicated, all amounts are presented in Canadian dollars.

Our subsidiaries are referred to herein as Dominion Lending Centres Limited Partnership (“DLC”), Club16 Limited
Partnership operating as Club16 Trevor Linden Fitness (“Club16”’), Cape Communications International Inc. operating as

Impact Radio Accessories (“Impact”), and Astley Gilbert Limited (“AG”).

When preparing our MD&A, we consider the materiality of information. Information is considered material if (i) such
information results in, or would reasonably be expected to result in, a significant change in the market price or value of our
shares; (ii) there is a substantial likelihood that a reasonable investor would consider it important in making an investment
decision; or (iii) it would significantly alter the total mix of information available to investors. We evaluate materiality with

reference to all relevant circumstances, including potential market sensitivity.

We are publicly traded on the TSX Venture Exchange (“Exchange”) under the symbol FCF. Continuous disclosure
materials are available on our website at www.advantagecapital.com, and on SEDAR at www.sedar.com.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING INFORMATION

Certain statements in this document constitute forward-looking information under applicable securities legislation.

EE) 9 < 99 <.

Forward-looking information typically contains statements with words such as “anticipate,” “believe,” “estimate,” “will,”

EENT3 EERT3

“expect,” “plan,” “intend,” or similar words suggesting future outcomes or an outlook. Forward-looking information in this
document includes, but is not limited to, the 2018 outlook and strategic objectives; Club16’s investments positioning it for
growth; the Corporation’s expectation that its collaborative approach will enhance and accelerate growth and performance;
completing additional acquisitions; our investee entities being able to distribute cash to the corporate head office; revenue
from investees in the future being greater than revenue from investees for the current period; our business plan and
investment strategy; general business strategies and objectives; the new mortgage rules passed by the Canadian federal
government not having a significant long-term effect on DLC’s revenues; Club16 successfully opening additional clubs

and continuing to offer personal training; and Impact and AG growing organically.

Such forward-looking information is necessarily based on many estimates and assumptions, including material estimates
and assumptions, related to the factors identified below that, while considered reasonable by the Corporation as at the date
of this MD&A considering management’s experience and perception of current conditions and expected developments, are
inherently subject to significant business, economic and competitive uncertainties and contingencies. Known and unknown
factors could cause actual results to differ materially from those projected in the forward-looking statements. Such factors
include, but are not limited to, changes in taxes and capital; increased operating, general and administrative, and other costs;
changes in interest rates; general business, economic and market conditions; our ability to obtain the required capital to
finance our investment strategy and meet our commitments and financial obligations; our ability to source additional
investee entities and to negotiate acceptable acquisition terms; our ability to obtain services and personnel in a timely
manner and at an acceptable cost to carry out our activities; the ability of the Corporation to continue to execute on its
business strategy during the strategic review process, and the various risks and assumptions customarily related thereto; the
likelihood that the Corporation will be able to identify and undertake alternatives which enhance shareholder value; DLC’s
ability to maintain its existing number of franchisees and add additional franchisees; changes in Canadian mortgage lending
and mortgage brokerage laws; material decreases in the aggregate Canadian mortgage lending business; the timely receipt
of required regulatory approvals; changes in the fees paid for mortgage brokerage services in Canada; the realization of
lower DLC dealer commission costs as a result of the terminated dealer agreement; changes in the regulatory framework
for the Canadian housing sector; demand for DLC, Club16, Impact and AG’s products remaining consistent with historical
demand; our ability to realize the expected benefits of the DLC, Club16, Impact and AG transactions; our ability to generate
sufficient cash flow from investees and obtain financing to fund planned investment activities and meet current and future
commitments and obligations; the uncertainty of estimates and projections relating to future revenue, taxes, costs and
expenses; changes in, or in the interpretation of, laws, regulations or policies; the outcome of existing and potential lawsuits,
regulatory actions, audits and assessments; and other risks and uncertainties described elsewhere in this document and in

our other filings with Canadian securities authorities.
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Many of these uncertainties and contingencies can affect our actual results and could cause actual results to differ materially
from those expressed or implied in any forward-looking statements made by, or on behalf of, us. Readers are cautioned that
forward-looking statements are not guarantees of future performance. All forward-looking statements made in this MD&A
are qualified by these cautionary statements. The foregoing list of risks is not exhaustive. For more information relating to
risks, see the Business Risks and Uncertainties section herein and the risk factors identified in our 2017 Annual Information
Form and our 2017 Annual Report. The forward-looking information contained in this document is made as of the date
hereof and, except as required by applicable securities laws, we undertake no obligation to update publicly or revise any

forward-looking statements or information, whether because of new information, future events or otherwise.

USE OF NON-IFRS FINANCIAL PERFORMANCE MEASURES

This MD&A also includes certain non-IFRS financial measures which we use as supplemental indicators of our operating
performance. These non-IFRS measures do not have any standardized meaning, and therefore are unlikely to be comparable
to the calculation of similar measures used by other companies, and should not be considered in isolation or as a substitute
for measures of performance prepared in accordance with IFRS. Non-IFRS measures are defined and reconciled to the most
directly comparable IFRS measure. Please see the Non-IFRS Financial Performance Measures section of this document for
more information. Non-IFRS financial performance measures used in our MD&A include EBITDA and adjusted EBITDA,
adjusted EBITDA margin, adjusted EBITDA attributed to shareholders and NCI, proportionate share of investee EBITDA,

adjusted net income, adjusted earnings per share, and free cash flow.

OVERVIEW

OUR BUSINESS

Through our innovative investment approach, we have a unique value proposition that grants us access to well established
owner-operated businesses in the middle-market in North America. While our model enables owner-operators to remain
actively involved in the business operations, we use a collaborate approach to help enhance and accelerate growth and
performance. We currently operate a corporate head office and three business segments, being Franchise (DLC and its
subsidiaries), Consumer Products and Services (Club16), and Business Products and Services (Impact and AG and its
subsidiaries). We currently own a 60% interest in DLC, a 60% interest in Club16, a 52% interest in Impact and a 50%

interest in AG.

For financial reporting purposes, FAC controls these portfolio companies, and as a result this MD&A and the consolidated
financial statements for the three and six months ended June 30, 2018, include 100% of the accounts of the subsidiaries.
Also included in the consolidated results is a Corporate and Consolidated segment which contains corporate costs and
consolidating accounting entries.

2018 OUTLOOK AND STRATEGIC OBJECTIVE

The information in this section is forward-looking and should be read in conjunction with the Cautionary Note Regarding
Forward-Looking Information section found at the beginning of this MD&A. See the 2017 Annual Report for a detailed
description of the key initiatives supporting this outlook.
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As previously announced, for fiscal 2018, we expect our proportionate share of annual adjusted EBITDA from our four
investees to be between $21.5 million and $22.5 million. The fiscal 2018 guidance is prior to corporate head office expenses
(including general and administrative expenses) and does not reflect any additional acquisitions that may be complete in
2018. Overall, the results for the first half of 2018 are in-line with managements’ expectations given the seasonality of
some of our investees. The Franchise segment has shown resilience in growing funded mortgage volumes notwithstanding
the changes in the mortgage regulations. The Consumer Products and Services segments is achieving its reinvestment plan
which is expected to set up the segment for the next level of strategic growth. The new Business Products and Services
segment continues to work towards integration of the portfolio companies.

As announced on August 8, 2018 we recently commenced a formal process to initiate a strategic review in effort to enhance
shareholder value. In connection with this process, our Board of Directors intends to consider a broad range of alternatives
and has appointed a special committee of independent directors and engaged financial and legal advisors to assist it with
the review. The Corporation does not intend to set a definite schedule to complete its evaluation or process and cautions
that there are no assurances or guarantees that the process will result in a transaction or, if a transaction is undertaken, the
terms or timing of such a transaction. The Corporation does not plan to disclose or comment on developments regarding
the strategic review until further disclosure is deemed appropriate.

In the meantime, the Corporation will continue to manage its business interests carefully and remain focused on our 2018
key priorities including (i) continuing to target potential investees with an attractive historical EBITDA, significant free
cash flow generation and expected annual organic growth; (ii) maximizing shareholder value and investee performance
through on-going collaboration with and monitoring of our operating subsidiaries; (iii) continually assessing our
expenditures and reducing costs where possible; (iv) and seeking cost-effective sources of capital to finance future

acquisition opportunities.
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SECOND QUARTER 2018 FINANCIAL HIGHLIGHTS

Below are the financial highlights of our results for the three and six months ended June 30, 2018. Due to the growth from

acquisitions in 2017, our results may not be directly comparable to prior period balances.

Three months ended

Six months ended

(0 (P Gt P RO EToT) June 30, 2018 June 30, 2017 June 30, 2018 June 30, 2017
Revenues $ 35,626 $ 19,500 65,767 $ 33,194
Income from operations 5,831 2,640 7,273 850
Adjusted EBITDA @ 10,709 5,787 16,952 7,744
Adjusted EBITDA attributable to: ®
Shareholders 5,554 3,042 8,640 3,708
Non-controlling interests 5,155 2,745 8,312 4,036
Adjusted EBITDA margin @ 30% 30% 26% 23%
Proportionate share of adjusted
EBITDA ©® 6,511 4,122 10,445 6,247
Free cash flow @ 2,531 1,526 1,443 1,218
Net income (loss) for the period 663 3,091 (1,376) 1,431
Net income (loss) attributable to:
Shareholders 976) 975 (3,267) (655)
Non-controlling interests 1,639 2,116 1,891 2,086
Adjusted net income 3,604 1,594 3,674 347
Adjusted net income (loss)
attributable to:
Shareholders 886 (14) 107 (1,297)
Non-controlling interests 2,718 1,608 3,567 1,644
Diluted (loss) income per share (0.03) 0.03 (0.09) (0.02)
Adjusted income (loss) per share @ 0.02 = - (0.03)
Dividend declared per share 0.0125 0.0125 0.0250 0.0250

(1) Please see the Non-IFRS Financial Performance Measures section of this document for additional information.

Three months ended

Six months ended

(in thousands) June 30, 2018 June 30, 2017 June 30, 2018 June 30, 2017
Adjusted EBITDA @ $ $ $
Franchise 4,838 2,591 8,372 4,680
Consumer Products and Services 3,067 3,295 3,833 4,411
Business Products and Services 3,761 981 6,552 1,192
Corporate and consolidated (957) (1,080) (1,805) (2,539)
Total adjusted EBITDA @ 10,709 5,787 16,952 7,744
Proportionate share of adjusted
EBITDA ®
Franchise 2,831 1,635 4,946 2,980
Consumer Products and Services 1,840 1,977 2,300 2,647
Business Products and Services 1,840 510 3,199 620
Total Proportionate share of adjusted
EBITDA @ 6,511 4,122 10,445 6,247
(1) Please see the Non-IFRS Financial Performance Measures section of this document for additional information.
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Three-month highlights

Income from operations for the three months ended June 30, 2018, increased $3.2 million when compared to the three
months ended June 30, 2017. This increase is driven by a $1.9 million increase in income from the Franchise segment
operations, additional income from Business Products and Services segment of $1.0 million, partially offset by a $0.4
million decrease in operating income from the Consumer Products and Services segment. Further, Corporate income

increased $0.8 million from lower share-based payments and lower general and administrative expenses.

Adjusted EBITDA increased $4.9 million compared to the three months ended June 30, 2017. This variance is primarily
due to a $2.8 million increase in the Business Products and Services segment’s adjusted EBITDA primarily due to the
timing of the AG acquisition in this segment. Franchise segment adjusted EBITDA increased $2.2 million compared to the
three months ended June 30, 2017. The increase in Franchise segment EBITDA was achieved from an increase in franchise
revenue because of higher funded mortgage volumes, higher connectivity revenues, and on higher revenues within Newton
Connectivity Systems Inc. (“NCS”) operations. The adjusted EBITDA of Consumer Products and Services segment
decreased $0.2 million compared to the three months ended June 30, 2017 due to higher operating expenses associated with
recent club openings and expansions.

Free cash flow increased $1.0 million compared to the three months ended June 30, 2017. The increase in adjusted EBITDA
attributable to shareholders was partly offset by higher corporate interest from an increase in the Corporate head office’s
total loans and borrowings and higher maintenance capital expenditures compared to prior year. The high level of
maintenance capital investment is primarily related to renewal costs in DLC and reinvestment in equipment in AG.

Net income for the period decreased $2.4 million compared to the three months ended June 30, 2017. The above- mentioned
increase in income from operations was offset by $1.4 million additional finance costs, a $1.7 million movement in foreign
exchange loss related to our USD debt and cash balances, $1.8 million decrease in gain on sale of assets primarily due to
sale of assets by DLC in 2017 which did not occur in 2018, and recognition of AG NCI dividends of $0.5 million as finance
expense in 2018. In addition, during the three months ended June 30, 2018, DLC terminated a franchise sourcing contract
resulting in a $1.4 million expense in the period, reducing commission costs related to specific franchises in the future.

Adjusted net income for the three months ended June 30, 2018, increased $2.0 million from the same period in the previous
year. The increase in adjusted net income was primarily a result of the above-mentioned increase in income from operations.
This increase was partially offset by an increase in financing costs related to an increase in the corporate head office’s total
loans and borrowings from $26.6 million to $42.0 million USD (CAD—$54.2 million). See the Consolidated Liquidity and
Capital Resources section of this MD&A for additional discussion of our credit facilities. The additional loans and
borrowings were used to fund the acquisition of the 50% interest in AG.

Six-month highlights

Income from operations for the six months ended June 30, 2018, increased $6.4 million when compared to the six months
ended June 30, 2017. This increase is driven by a $3.4 million increase in income from the Franchise segment operations
combined with additional income from Business Products and Services segment acquisitions of $1.6 million, partially offset
by a $0.9 million decrease in operating income from the Consumer Products and Services segment. Further, Corporate
income increased $2.4 million from lower share-based payments and lower general and administrative expenses.
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Adjusted EBITDA increased $9.2 million compared to the six months ended June 30, 2017. This variance is primarily due
to a $3.7 million increase in Franchise segment adjusted EBITDA compared to the six months ended June 30, 2017. The
increase in Franchise segment EBITDA was achieved on higher revenues and lower expenses within NCS operations, an
increase in franchise revenue because of higher funded mortgage volumes despite changes in regulatory environment, and
lower advertising and promotion expenses compared to the prior period. The Business Products and Services segment’s
adjusted EBITDA increased $5.4 million due primarily to the timing of the acquisition in this segment. In addition, there
was an increase in corporate EBITDA of $0.7 million due to lower general and administrative costs. The adjusted EBITDA
of Consumer Products and Services segment decreased $0.6 million compared to the six months ended June 30, 2017 due

to higher operating expenses associated with recent club openings and expansions.

Free cash flow increased $0.2 million compared to the six months ended June 30, 2017. The increase in adjusted EBITDA
attributable to shareholders was offset by higher corporate interest from an increase in the Corporate head office’s total
loans and borrowings and higher maintenance capital expenditures compared to prior year. The high level of maintenance
capital investment is primarily related to renewal costs in DLC and reinvestment in equipment in AG.

Net loss for the period increased $2.8 million compared to the six months ended June 30, 2017. The above- mentioned
increase in income from operations was offset was offset by $2.8 million additional finance costs, a $3.2 million foreign
exchange loss related to our USD debt and cash balances, $1.8 million decrease in gain on sale of assets primarily due to
sale of assets by DLC in 2017 which did not occur in 2018, and recognition of AG NCI dividends of $1.0 million as finance
expense in 2018. In addition, during the three months ended June 30, 2018, DLC terminated a franchise sourcing contract
resulting in a $1.4 million expense in the period, reducing commission costs related to specific franchises in the future.

Adjusted net income for the six months ended June 30, 2018, increased $3.3 million from the same period in the previous
year. The increase in adjusted net income was a result of the above-mentioned increase in income from operations. This
increase was partially offset by higher income tax expense and an increase in financing costs related to an increase in the
corporate head office’s total loans and borrowings from $26.6 million to $42.0 million USD (CAD—$54.2 million). See
the Consolidated Liquidity and Capital Resources section of this MD&A for additional discussion of our credit facilities.
The additional loans and borrowings were used to fund the acquisition of the 50% interest in AG.

See the Liquidity section of this MD&A for information on the changes in cash and cash equivalents and working capital

deficiency.
As at
(in thousands, except shares outstanding) June 30’ 2018 December 31, 2017
Cash and cash equivalents $ 7,071 $ 10,316
Working capital deficiency $ (5,757) $ (2,402)
Total assets $ 348,664 $ 354,365
Total loans and borrowings $ 82,535 $ 77,700
Shareholders’ equity $ 98,145 $ 101,386
Common shares outstanding 38,182,542 38,128,606

REVIEW OF FINANCIAL RESULTS

CONSOLIDATED RESULTS

Below is selected financial information from our three and six months ending June 30, 2018 consolidated financial results.

See the Accounting Policies section below and details in our 2017 Annual Report for the accounting policies and estimates
as they relate to the following discussion.
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We currently have a Corporate and Consolidated segment and three reportable business segments, being Franchise,
Consumer Products and Services, and Business Products and Services. A reconciliation of our reportable segments to our
consolidated results presented in this table can be found in the Segmented Results section below.

Three months ended Six months ended

(in thousands) June 30, 2018 June 30, 2017 June 30, 2018 June 30, 2017
Revenues $ 35,626 $ 19,500 $ 65,767 $ 33,194
Operating expenses 29,795 16,860 58,494 32,344
Income from operations 5,831 2,640 7,273 850
Other expense, net (5,229) 1,188 (9,051) 535
Income (loss) before tax 602 3,828 (1,778) 1,385
Add back:

Depreciation and amortization 4,098 2,332 8,224 4,445
Finance expense 2,254 889 4,197 1,417
Other adjusting items 3,755 (1,262) 6,309 497
Adjusted EBITDA @ $ 10,709 $ 5,787 $ 16,952 $ 7,744

(1) Please see the Non-IFRS Financial Performance Measures section of this document for additional information

Revenues

Three-month highlights

Consolidated revenues for the three months ended June 30, 2018, increased $16.1 million over the three-month period
ended June 30, 2017, from $19.5 million to $35.6 million. This variance is reflective of the timing of the acquisitions
combined with an increase in revenue across all segments. The results from the three months ended June 30, 2017, did not
include AG which was acquired on October 31, 2017. Business Products and Services revenue increased $14.5 million due
to the AG acquisition and a $0.5 million Impact revenue increase. Franchise segment revenues increased by $1.2 million
over the comparative period, which can be largely attributed an increase in funded mortgage volumes, higher connectivity
revenues, and an increase in revenues in NCS. The revenue increase was achieved despite recent changes to mortgage
regulations. Consumer Products and Services increased member numbers which drove an increase in the segment revenue
of $0.4 million.

Six-month highlights

Consolidated revenues for the six months ended June 30, 2018, increased $32.6 million over the six-month period ended
June 30, 2017, from $33.2 million to $65.8 million. This variance is reflective of the timing of the acquisitions, as the results
from the six months ended June 30, 2017, included only DLC, Club16 and four months for Impact. Impact was acquired
on March 1, 2017 and AG was acquired on October 31, 2017. Franchise segment revenues increased by $2.0 million over
the comparative period, which can be largely attributed to improvements at NCS and an increase in funded mortgage
volumes. Consumer Products and Services increased member numbers through club expansions and new club openings
which drove an increase in the segment revenue of $0.9 million. Business Products and Services revenue increased $29.7

million due to the timing of acquisitions and increased revenue at Impact.
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Operating expenses

Three months ended Six months ended
(in thousands) June 30, 2018 June 30, 2017 June 30, 2018 June 30, 2017
Direct costs $ 10,774  $ 3325 | $ 20,436 $ 5,557
General and administrative 14,745 10,446 29,509 20,370
Share-based payments 178 757 325 1,972
Depreciation and amortization 4,098 2,332 8,224 4,445
$ 29,795 $ 16,860 | $ 58,494  $ 32,344

Direct costs

Three-month highlights

Consolidated direct costs relate to the operations of each of the three business segments for the quarter. The Franchise
segment’s direct costs comprise franchise recruiting and support costs, and advertising fund expenditures. Consumer
Products and Services’ direct costs relate primarily to costs of personal training, and Business Products and Services’ direct
costs relate to the cost of product sales. Consolidated direct costs have increased by $7.4 million over the three months
ended June 30, 2017, to $10.8 million from $3.3 million. This variance is reflective of the timing of the acquisitions
combined with higher direct costs associated with the increase in revenue during the three months ended June 30, 2018. An
increase in the Business Products and Services segment of $7.2 million for the Impact and AG acquisitions, and an increase
of $0.2 million for the Franchise and Consumer Product and Services segments.

Six-month highlights

During the six months ended June 30, 2017, direct costs increased $14.9 million over the six months ended June 30, 2017,
to $20.4 million from $5.6 million. This variance is reflective of the timing of acquisitions arising from an increase in the
Business Products and Services segment of $14.9 million for the Impact and AG acquisitions.

General and administrative

Three-month highlights

Consolidated general and administrative expenses increased by $4.3 million over the three months ended June 30, 2017, to
$14.7 million. This variance is primarily due to a $4.8 million increase in the Business Products and Services segment
because of the acquisition of AG, which was acquired on October 31, 2017. Further, Consumer Products and Services
general and administrative expenses increased due to additional costs associated with club expansions and a new club
opening, and additional corporate staff to prepare the segment for future growth. This segment is in a reinvestment cycle,
incurring operating costs to support growth expected to generate higher revenues in later 2018 and 2019. The Franchise
segment general and administrative expenses decreased primarily due to lower advertising and promotion events with fewer
events occurring in 2018 when compared to 2017 combined with lower NCS salary related costs from 2017 restructuring
of the NCS operations. Corporate costs decreased $0.2 million on lower salary and travel related expenses.

Six-month highlights

During the six months ended June 30, 2017, general and administrative expenses increased $9.1 million. This variance is
primarily due to a $10.1 million increase in the Business Products and Services segment because of the acquisitions of
Impact and AG, which were acquired on March 1, 2017 and October 31, 2017 respectively. Consumer Products and Services
general and administrative expenses increased due to additional costs associated with club expansions and a new club
opening, and additional corporate staff to prepare the segment for future growth. This segment is in a reinvestment cycle,
incurring operating costs to support growth expected to generate higher revenues in later 2018 and 2019. The Franchise
segment general and administrative expenses decreased primarily due to lower NCS salary related costs from 2017
restructuring of the NCS operations, and on the timing of advertising and promotion events. Corporate costs decreased $0.7
million primarily due to lower professional fees, salary and travel related expenses.
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Share-based payments

When compared to the three and six months ended June 30, 2017, share-based payments decreased by $0.6 million and
$1.6 million, respectively. This was primarily due to higher costs in the three and six months ended June 30, 2017 because
of the graded expense vesting of the 2016 and 2017 option issuances which have higher expense in the first year of vesting,
and because of the vesting expense in the first quarter of 2017 for the certain common shares held in escrow, which were
fully vested in 2017. No options have been issued in 2018.

Depreciation and amortization

Depreciation and amortization primarily relates to the acquisition of, and subsequent additions to, finite life intangible
assets acquired as part of the Corporation’s acquisition transactions and capital asset amortization for assets held at the
subsidiary level. The intangible assets acquired as part of these transactions are being amortized into consolidated income
include DLC’s and NCS’s software; DLC’s renewable franchise rights and intellectual property rights; the brand name
license and customer relationships of Club16, Impact and AG; AG and Impact’s non-compete covenants, and Impact’s
supplier relationships. Depreciation and amortization increased $1.8 million and $3.8 million when compared to the three
and six months ended June 30, 2017. This variance is reflective of the timing of the acquisitions of the new subsidiaries.

Other expenses

Three months ended Six months ended
(in thousands) June 30, 2018 June 30, 2017 June 30, 2018 June 30, 2017
Other expenses, net $ (5,229) $ 1,188 | $ (9,051) $ 535

Three-month highlights

Other expenses increased by $6.4 million for the three months ended June 30, 2018, compared to the three months ended
June 30, 2017. The increase in other expenses is driven by several factors including $1.4 million increase in finance expense
and a $1.7 million movement in foreign exchange loss related to our USD debt and cash balances. The foreign exchange
loss is primarily related to the revaluation of the $42.0 million USD debt. This debt was originated on June 14, 2017 at an
exchange rate of 0.7556 CAD to USD. The exchange rate at June 30, 2018 was 0.7594 CAD to USD (December 31, 2017
—0.7971 CAD to USD) effectively reversing the foreign exchange gain recognized in 2017. For information on foreign
exchange risk refer to the Market Risk section of this MD&A. In 2017, DLC recognized a gain on sale of a non-core asset
of $1.4 million which did not reoccur in the three months ended June 30, 2018. In addition, during the three months ended
June 30, 2018, DLC terminated a franchise sourcing contract resulting in a $1.4 million expense in the period, reducing
commission costs related to specific franchises in the future.

The increase in financing costs over the prior quarter primarily relates to an increase in the corporate head office’s total
loans and borrowings from $26.6 million to $42.0 million USD (CAD—S$54.2 million). See the Consolidated Liquidity and
Capital Resources section of this MD&A for additional discussion of our credit facilities. The additional loans and
borrowings were used to fund the acquisition of the 50% interest in AG.

Six-month highlights

Other expenses increased by $9.6 million for the six months ended June 30, 2018, compared to the six months ended June
30, 2017. The increase in other expenses is driven by several factors including $2.8 million increase in finance expense and
a $3.2 million foreign exchange loss related to our USD debt and cash balances. The foreign exchange loss is primarily
related to the revaluation of the $42.0 million USD debt. This debt was originated on June 14, 2017 at an exchange rate of
0.7556 CAD to USD. The exchange rate at June 30, 2018 was 0.7594 CAD to USD (December 31, 2017 — 0.7971 CAD
to USD). For information on foreign exchange risk refer to the Market Risk section of this MD&A.
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Further, $1.0 million of dividend payments to AG’s NCI was recognized as a finance expense during the six months ended
June 30, 2018. In 2017, DLC recognized a gain on sale of a non-core asset of $1.4 million which did not reoccur in the six
months ended June 30, 2018. In addition, during the three months ended June 30,2018, DLC terminated a franchise sourcing
contract resulting in a $1.4 million expense in the period which will reduce commission costs related to specific franchises
in the future.

The increase in financing costs over the prior quarter primarily relates to an increase in the corporate head office’s total
loans and borrowings from $26.6 million to $42.0 million USD (CAD—$54.2 million). See the Consolidated Liquidity and
Capital Resources section of this MD&A for additional discussion of our credit facilities. The additional loans and

borrowings were used to fund the acquisition of the 50% interest in AG.

Adjusted EBITDA

Three months ended Six months ended
(in thousands) June 30, 2018 June 30, 2017 June 30, 2018 June 30, 2017
Adjusted EBITDA © $ 10,709 $ 5787 | $ 16,952 $ 7,744

(1)  Please see the Non-IFRS Financial Performance Measures section of this document for additional information.

Three-month highlights

Adjusted EBITDA increased $4.9 million compared to the three months ended June 30, 2017. This variance is primarily
due to a $2.8 million increase in the Business Products and Services segment’s adjusted EBITDA due primarily to the
timing of the acquisition in this segment. Franchise segment adjusted EBITDA increased $2.2 million compared to the three
months ended June 30, 2017. The increase in Franchise segment EBITDA was achieved from an increase in franchise
revenue because of higher funded mortgage volumes and on higher revenues within NCS operations. The adjusted EBITDA
of Consumer Products and Services segment decreased $0.2 million compared to the three months ended June 30, 2017 due
to higher operating expenses associated with recent club openings and expansions.

Six-month highlights

Adjusted EBITDA increased $9.2 million compared to the six months ended June 30, 2017. This variance is primarily due
to a $3.7 million increase in Franchise segment adjusted EBITDA compared to the six months ended June 30, 2017. The
increase in Franchise segment EBITDA was achieved from higher revenues and lower expenses within NCS operations, an
increase in franchise revenue because of higher funded mortgage volumes despite changes in regulatory environment, and
lower advertising and promotion expenses compared to the prior period. The Business Products and Services segment’s
adjusted EBITDA increased $5.4 million due primarily to the timing of the acquisition in this segment. In addition, there
was an increase in corporate EBITDA of $0.7 million due to lower general and administrative costs. The adjusted EBITDA
of Consumer Products and Services segment decreased $0.6 million compared to the six months ended June 30, 2017 due
to higher operating expenses associated with recent club openings and expansions.

SEGMENTED RESULTS

We discuss the results of the corporate head office and three reportable segments as presented in our June 30, 2018, interim
financial statements: Franchise, Consumer Products and Services, and Business Products and Services. The performance
of our reportable segments is assessed based on revenues, income from operations and adjusted EBITDA. Adjusted
EBITDA is a supplemental measure of the segments’ income from operations in which depreciation and amortization,
finance expense, share-based payment expense and unusual or one-time items are added back to the segment’s income from
operations to arrive at each segment’s adjusted EBITDA. Please see the Non-IFRS Financial Performance Measures section
of this document for additional information. We also report corporate head office results, which include expenses incurred
by the FAC corporate head office. Corporate head office does not qualify as a separate reportable segment, but is presented
to reconcile to our consolidated operating results.
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Our reportable segment results reconciled to our consolidated results are presented in the table below.

Three months ended Six months ended
(in thousands) June 30,2018 June 30, 2017 June 30, 2018 June 30, 2017
Revenues
Franchise $ 10,035 $ 8802 | $ 18,155 $ 16,140
Consumer Products and Services 8,246 7,811 14,143 13,277
Business Products and Services 17,345 2,887 33,469 3,777
Consolidated revenues 35,626 19,500 65,767 33,194
Operating expenses "
Franchise 6,933 7,572 12,939 14,301
Consumer Products and Services 6,066 5,189 11,992 10,211
Business Products and Services 15,656 2,204 31,109 3,003
Corporate 1,140 1,895 2,454 4,829
Consolidated operating expenses