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[MERGE TECHNOLOGIES LOGO] [CEDARA SOFTWARE LOGO]
YOUR VOTE IS IMPORTANT

To the shareholders of Merge Technologies Incorporated
and to the shareholders and option holders (collectively, the "securityholders")
of Cedara Software Corp.:

On behalf of the boards of directors and management of both Merge Technologies Incorporated ("Merge") and Cedara Software Corp.
("Cedara"), we are pleased to deliver our joint proxy statement and management information circular for the proposed business combination
involving Merge and Cedara to be effected pursuant to a plan of arrangement under Section 182 of the Business Corporations Act (Ontario). We
believe that this transaction is strategically compelling, bringing together two of the industry's established and highly regarded companies. We
believe that this combination will enable us to create broad healthcare image and information management solution sets for diagnostic OEM and
end user customers, as well as radiology and clinical specialties. We further believe that the combined company will have the scale and financial
strength to compete successfully well into the future and will be able to offer a broad suite of healthcare software services and medical
technologies to a growing base of leading global, national, regional and local medical device manufacturers, healthcare information technology
companies, hospitals, imaging centers and medical clinics.

On January 17, 2005, Merge and Cedara entered into a merger agreement setting out the terms of the transaction. Pursuant to the merger
agreement, each Cedara common share will be exchanged for 0.587 shares of Merge common stock or 0.587 exchangeable shares, and each
Cedara option will be exchanged for an option to purchase 0.587 shares of Merge common stock with the exercise price adjusted by dividing the
applicable exercise price by the 0.587 exchange ratio and, if the Cedara option exercise price was denominated in Canadian dollars, by the
currency exchange rate for U.S. dollars expressed in Canadian dollars on the effective date of the transaction.

The exchangeable shares will be issued by Merge Cedara ExchangeCo Limited ("ExchangeCo"), an indirect wholly-owned Canadian
subsidiary of Merge and, as nearly as practicable, will be the economic equivalent of Merge common stock. The exchangeable shares will be
exchangeable at any time at the option of the holder, on a one-for-one basis, for shares of Merge common stock. The exchangeable shares
provide an opportunity for certain shareholders of Cedara to achieve a Canadian tax deferral in certain circumstances, as described in the
attached joint proxy statement and management information circular.

On January 14, 2005, which was the last trading day on the Nasdaq Stock Market prior to the announcement of the execution of the merger
agreement, the closing price of shares of Merge common stock on Nasdaq, where they are traded under the symbol "MRGE," was US$19.55 per
share, and the closing price of Cedara common shares on Nasdaq, where they are traded under the symbol "CDSW," was US$11.35 per share.
Based upon this Merge common stock closing price, the value of the Merge common stock to be received for each Cedara common share in the
transaction would have been US$11.48. On , 2005, the per share closing prices of Merge common stock and Cedara common
shares were US$ and US$ , respectively. Based upon this Merge common stock closing price, the value of the Merge common
stock to be received for each Cedara common share in the transaction would have been US$ . Under the merger agreement and plan of
arrangement, the exchange ratio is fixed at 0.587 and will not be changed to reflect fluctuations in the market price of the common stock of
either company. Merge shareholders will continue to own their existing Merge stock.

For a discussion of the U.S. federal income tax and Canadian federal income tax consequences of the exchange of Cedara common
shares in the transaction and of the ownership of shares of Merge common stock or exchangeable shares received in exchange for
Cedara common shares, see '"Taxation'' beginning on page 106 of the attached joint proxy statement and management information
circular.
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The joint proxy statement and management information circular attached to this letter contains detailed information concerning Merge,
Cedara, the proposed transaction and a more thorough explanation of the views of the Merge board of directors and the Cedara board of directors
on the proposed transaction. PLEASE READ THIS DOCUMENT CAREFULLY, INCLUDING THE SECTION ENTITLED "RISK
FACTORS" BEGINNING ON PAGE 31, WHICH DESCRIBES SOME OF THE RISKS THAT YOU SHOULD CONSIDER IN
EVALUATING THE TRANSACTION.

Merge is asking its shareholders to approve the issuance of shares of Merge common stock as contemplated by the merger agreement and
the plan of arrangement, including upon exchange of the exchangeable shares (which we refer to as the Merge share issuance proposal), to
approve an amendment to the Merge articles of incorporation to increase the number of authorized shares of Merge common stock from
30,000,000 to 100,000,000 and to provide for the voting rights that may be exercised by holders of the exchangeable shares (which we refer to as
the Merge articles of amendment proposal), to approve the adoption of the Merge 2005 Equity Incentive Plan (which we refer to as the Merge
equity incentive plan proposal) and to approve the election of eight (8) directors to the Merge board of directors (which we refer to as the Merge
election of directors proposal). We refer to all of these proposals generally as the Merge proposals. The Merge board of directors
unanimously recommends that Merge shareholders vote "FOR'' the Merge share issuance proposal, "FOR'"' the Merge articles of
amendment proposal, "FOR" the Merge equity incentive plan proposal, and "FOR" each of the nominees named in connection with the
Merge election of directors proposal.

Accordingly, Merge shareholders are cordially invited to attend the annual meeting of shareholders of Merge for the purpose of considering
and voting on the Merge proposals described above to be held on , 2005 at [ .m.] local time at [ 1.

Cedara is asking its securityholders to pass, with or without variation, a special resolution to approve an arrangement under Section 182 of
the Business Corporations Act (Ontario) involving the indirect acquisition by Merge of all of the outstanding common shares of Cedara and the

exchange of Cedara options for Merge options (which we refer to as the arrangement resolution). The Cedara board of directors unanimously
recommends that Cedara securityholders vote ""FOR'" the arrangement resolution.

Accordingly, Cedara securityholders are cordially invited to attend a special meeting of securityholders of Cedara for the purpose of
considering and voting on the arrangement resolution, to be held on , 2005 at [ .m.] local time at [ 1.

We cannot complete the transaction unless Merge shareholders approve the Merge share issuance proposal, the Merge articles of
amendment proposal and the Merge equity incentive plan proposal, and unless Cedara securityholders approve the arrangement resolution. We
encourage you to read the joint proxy statement and management information circular, which includes important information about Merge,
Cedara, the transaction and the proposals related to the transaction. Your vote is important. Whether or not you plan to attend the Merge annual
meeting or Cedara special meeting, please take the time to vote by completing and mailing the enclosed proxy card promptly.

Richard A. Linden Abe Schwartz
President and Chief Executive Officer President and Chief Executive Officer
Merge Technologies Incorporated Cedara Software Corp.
This joint proxy statement and management information circular is dated , 2005 and is first being mailed to Merge
shareholders and Cedara securityholders on or about , 2005.
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MERGE TECHNOLOGIES INCORPORATED

1126 South 70th Street
Milwaukee, Wisconsin 53214

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS OF
MERGE TECHNOLOGIES INCORPORATED
TO BE HELD ON [DAY OF THE WEEK], , 2005

To the Shareholders of
MERGE TECHNOLOGIES INCORPORATED:

Notice is hereby given that the annual meeting of shareholders of Merge Technologies Incorporated, a Wisconsin corporation ("Merge"),
will be held at [LOCATION, CITY, STATE, ZIP] on , 2005, at .m., local time, for the following purposes:

1. To consider and vote on a proposal to approve the issuance of shares of Merge common stock, as contemplated by the
merger agreement dated as of January 17, 2005, between Merge and Cedara Software Corp. ("Cedara"), and the plan of arrangement

under Section 182 of the Business Corporations Act (Ontario) involving Merge and Cedara. A copy of each of the merger agreement
and plan of arrangement is attached as Annex A and Annex B, respectively, to the joint proxy statement and management information
circular accompanying this notice.

2. To consider and vote on a proposal to approve an amendment to Merge's articles of incorporation, a copy of which is
attached as Annex C to the joint proxy statement and management information circular accompanying this notice, to increase the
number of authorized shares of common stock of Merge from 30,000,000 to 100,000,000 and to create a class of voting
non-participating shares to provide voting rights for holders of the exchangeable shares to be issued in connection with the merger
agreement.

3. To consider and vote on a proposal to adopt Merge's 2005 Equity Incentive Plan, a copy of which is attached as Annex D to
the joint proxy statement and management information circular accompanying this notice.

4. To elect eight (8) individuals to serve as directors of Merge until the next annual meeting of Merge shareholders or as
otherwise provided in Merge's amended and restated bylaws.

5. To transact any other business as may properly come before the annual meeting or any adjournment or postponement of the
annual meeting.

All of the Merge proposals listed above are described in the accompanying document, which serves as (i) a proxy statement under
applicable U.S. securities laws in connection with Merge's solicitation of proxies, and (ii) a management information circular for Cedara in
connection with Cedara's solicitation of proxies.

The Merge board of directors has fixed the close of business on , 2005 as the record date for the determination of
shareholders entitled to notice of, and to vote at, the annual meeting and at any adjournment or postponement thereof.

You should note that approval of proposals 1, 2, and 3 above are all conditions to the closing under the merger agreement, and that none of
the matters described in those proposals will be effected unless all of them are approved at the annual meeting and the transaction contemplated
by the merger agreement is consummated.
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Your vote is important. Whether or not you plan to attend the annual meeting, you are urged to complete, date, sign and return the enclosed
proxy in the accompanying envelope or submit your proxy in accordance with the instructions included with the proxy card. If your shares are
held by a broker or other intermediary, please read the instructions from your broker or other intermediary regarding how to vote your shares of
Merge common stock.

By Order of the Board of Directors,
Milwaukee, Wisconsin
, 2005

Richard A. Linden
President and Chief Executive Officer
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CEDARA SOFTWARE CORP.

6509 Airport Road
Mississauga, Ontario L4V 1S7 Canada

NOTICE OF SPECIAL MEETING OF SECURITYHOLDERS OF
CEDARA SOFTWARE CORP.
TO BE HELD ON [DAY OF THE WEEK], , 2005

To the shareholders and option holders of
CEDARA SOFTWARE CORP.:

Notice is hereby given that a special meeting of the common shareholders and the option holders of Cedara Software Corp. will be held on
[day], , 2005 af a.m./p.m.] (Toronto time) af Toronto, Ontario] for the following purposes:

1. To consider and, if thought advisable, to pass, with or without variation, a resolution, the full text of which is attached as
Annex E to the accompanying joint proxy statement and management information circular, approving an arrangement pursuant to

section 182 of the Business Corporations Act (Ontario) involving Cedara and Merge, as more particularly described in the circular.

2. To transact such further and other business as may properly come before the meeting or any adjournment or postponement
thereof.

The arrangement is described in the accompanying document, which serves as a management information circular in connection with
Cedara management's solicitation of proxies.

The full text of Cedara's interim order and Cedara's notice of application for a final order approving the arrangement are set forth as
Annex F to the accompanying document. In accordance with the interim order, registered holders of Cedara common shares may dissent from
the arrangement. If the arrangement becomes effective, dissenting Cedara common shareholders will be entitled to be paid the fair value of their
shares in cash. Failure to comply strictly with the applicable dissent procedures may result in the loss or unavailability of any right to dissent.

The record date for receiving notice of, and voting securities at, the Cedara special meeting is , 2005. If you were a registered common
shareholder of Cedara or a holder of options to purchase Cedara common shares at the close of business on the record date, you are entitled to
receive notice of and to vote at the special meeting. If you are a non-registered holder of Cedara shares, please read the instructions from your
broker or other intermediary regarding how to vote your Cedara shares.

Your vote is important. Whether or not you plan to attend the special meeting in person, you are urged to complete, sign, date and return the
appropriate enclosed form of proxy to Cedara. Please read the circular carefully.

By Order of the Board of Directors,
Mississauga, Ontario, Canada
, 2005

Abe Schwartz
President and Chief Executive Officer
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QUESTIONS AND ANSWERS ABOUT THE TRANSACTION
AND THE SHAREHOLDER MEETINGS

General Questions and Answers

Q:

What are Merge and Cedara proposing?

Merge and Cedara are proposing to combine the operations and ownership of both companies into a single consolidated public
enterprise. To accomplish this from a legal perspective, Merge and Cedara are proposing to engage in a transaction that will result in
Merge indirectly acquiring all of Cedara's outstanding common shares, with Cedara becoming an indirect, wholly owned subsidiary of
Merge. The transaction will be carried out pursuant to the merger agreement, dated as of January 17, 2005, between Merge and Cedara
(which we refer to in this document as the merger agreement) and a plan of arrangement involving Cedara and Merge (which we refer
to in this document as the plan of arrangement). The merger agreement and plan of arrangement provide that each outstanding Cedara
common share will be exchanged for 0.587 shares of Merge common stock or, at the option of each Canadian resident shareholder of
Cedara, for 0.587 exchangeable shares in the capital of an indirect, wholly-owned Canadian subsidiary of Merge called Merge Cedara
ExchangeCo Limited (which we refer to in this document as ExchangeCo), and each Cedara option will be exchanged for an option to
purchase 0.587 shares of Merge common stock, with the exercise price to be adjusted by dividing the applicable exercise price by the
0.587 exchange ratio, rounded up to the next whole cent and, if the Cedara option exercise price was denominated in Canadian dollars,
by the currency exchange rate for U.S. dollars expressed in Canadian dollars on the effective date of the transaction.

When the term "transaction” is used throughout this document, it means the transactions contemplated by the merger agreement and
the plan of arrangement, pursuant to which, among other things, Merge will become the indirect sole beneficial holder of all the
outstanding Cedara common shares.

Why are Merge and Cedara proposing to combine?

Merge and Cedara are proposing to combine because Merge and Cedara each believes that a combination of the two companies will
provide substantial strategic benefits to the shareholders of both companies. This will be achieved by allowing shareholders the
opportunity to participate in a larger, more diversified company that will offer one of the broadest healthcare image and information
management solution sets to diagnostic OEMs and end user markets. Merge and Cedara believe that the combined company will have
an extensive healthcare imaging product suite to meet the current and emerging needs of OEMs and end user customers and radiology
and clinical specialties.

Why am I receiving this document and proxy card?

You are receiving this document and proxy card because you own shares of Merge common stock, Cedara common shares or options
to purchase Cedara common shares and the approval of Merge shareholders and Cedara shareholders and option holders is needed to
authorize the proposed transaction.

What will holders of Cedara common shares receive in the transaction?

In the transaction, the holders of outstanding common shares of Cedara (other than holders who properly exercise their dissent rights
under Ontario law and become entitled to receive fair value for their Cedara common shares) will receive 0.587 of a share of Merge
common stock, provided, that, Canadian shareholders will be entitled to receive, at their option, 0.587 shares of a newly
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created class of Canadian exchangeable shares or 0.587 of a share of Merge common stock as consideration for each Cedara common
share. Cedara shareholders (other than a clearing agency) whose address on Cedara's share register is in Canada (or in the case of
Cedara shareholders who hold Cedara common shares indirectly through an intermediary who is a participant of a clearing agency, if
such intermediary's address on the register of the clearing agency is in Canada) will receive exchangeable shares unless they elect
otherwise.

The exchangeable shares will be issued by ExchangeCo. The exchangeable shares will be, as nearly as practicable, the economic
equivalent of Merge common stock.

Neither Merge nor ExchangeCo will issue any fractional shares in connection with the transaction. Rather than receive a fractional
share of Merge common stock or a fraction of an exchangeable share, a Cedara shareholder will receive a cash payment equal to the
product of the fractional interest and the average closing price per share of Merge common stock on Nasdaq over the 20 business days
immediately prior to the effective date of the transaction.

Cedara shareholders who properly exercise their dissent rights under Ontario law will be entitled to be paid the fair value of their
Cedara common shares in cash. Cedara option holders will not be entitled to dissent rights. Dissenters' appraisal rights under the
Wisconsin Business Corporation Law (which we refer to in this document as the Wisconsin corporate law) are not available to Merge
shareholders in connection with the transaction. See "The Transaction Dissenting Shareholder Rights" beginning on page 74.

How will the transaction affect options to acquire Cedara common shares?

Each option to purchase common shares of Cedara will be exchanged for a replacement option to purchase a number of shares of
Merge common stock equal to the product of the exchange ratio of 0.587 multiplied by the number of Cedara common shares subject
to the Cedara option, rounded down to the next whole number of shares of Merge common stock. The applicable exercise price will be
adjusted by dividing the applicable exercise price by the 0.587 exchange ratio, rounded up to the next whole cent and, if the Cedara
option exercise price was denominated in Canadian dollars, by the currency exchange rate for U.S. dollars expressed in Canadian
dollars on the effective date of the transaction.

Except as otherwise set forth above and except as described under "The Transaction Interests of Cedara Directors and Executive
Officers in the Transaction" beginning on page 77, the terms and conditions applicable to each replacement option shall be identical to
the terms and provisions of the Cedara option for which it is exchanged, and the rights of the holder of each replacement option shall
be identical. Any document or agreement previously evidencing Cedara options will thereafter evidence and be deemed to evidence
options to purchase shares of Merge common stock.

Why are exchangeable shares being offered to Canadian residents holding Cedara common shares in the transaction?

The exchangeable share structure, which is frequently used in transactions between U.S. and Canadian companies, provides the
opportunity for eligible Canadian resident holders of Cedara common shares to make a valid tax election to defer Canadian income tax
on any capital gain that would otherwise arise on the exchange of their Cedara shares for Merge common stock.

Each exchangeable share is substantially the economic equivalent of a share of Merge common stock and is exchangeable at any time
on a one-for-one basis for a share of Merge common stock. In addition, each holder of an exchangeable share will, through a trust
agreement and special
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voting stock, effectively have the ability to cast votes along with holders of shares of Merge common stock.

Will Cedara shareholders be able to trade the shares of Merge common stock that they receive in the transaction?

Yes. Shares of Merge common stock are currently listed on Nasdaq, and the shares of Merge common stock that will be issued in
connection with the transaction will be listed on such exchange. An application to list the shares of Merge common stock to be issued
in the transaction on Nasdaq was made by Merge on , 2005.

The shares of Merge common stock received in exchange for Cedara common shares in the transaction will be freely transferable
under United States federal securities laws, except for shares of Merge common stock held by persons who are deemed to be
"affiliates" (as defined under the United States Securities Act of 1933, as amended (which we refer to in this document as the
Securities Act)) of Cedara prior to the transaction. See "Transaction Mechanics Resale of Exchangeable Shares and Merge Common
Stock Received in the Transaction" beginning on page 94.

Will Canadian Cedara shareholders be able to trade the exchangeable shares they receive in the transaction?

Yes. The exchangeable shares of ExchangeCo will be listed on The Toronto Stock Exchange. An application to list all the
exchangeable shares on The Toronto Stock Exchange was made by ExchangeCo on February 11, 2005 and ExchangeCo has obtained
conditional listing approval from The Toronto Stock Exchange to list the exchangeable shares to be issued in the transaction.

How soon will I receive my shares of Merge common stock upon exchange of exchangeable shares?

Cedara shareholders who receive exchangeable shares in the arrangement and later request to receive Merge common stock in
exchange for their exchangeable shares will not receive Merge common stock until 10 to 15 business days after the request is received.
During this 10 to 15 business day period, the market price of Merge common stock may increase or decrease. Any such increase or
decrease would affect the value of the consideration to be received by the holder of exchangeable shares on the effective date of the
exchange.

What will happen to Merge common stock in the transaction?

Nothing. Each share of Merge common stock outstanding will remain outstanding as a share of Merge common stock. However,
because Merge will be issuing new shares of Merge common stock to Cedara shareholders in the transaction, each outstanding share of
Merge common stock immediately prior to the transaction will represent a smaller percentage of the total number of shares of Merge
common stock outstanding after the consummation of the transaction.

What percentage of the combined company will the shareholders of Merge and Cedara respectively own?

Upon completion of the transaction, we estimate that Merge's shareholders and Cedara's former shareholders will own approximately
41% and 59%, respectively, of the outstanding economic interest in the combined company.

14
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Q:
When do Merge and Cedara expect to complete the transaction?

A:
Merge and Cedara expect to complete the transaction in the second quarter of calendar year 2005. Because the transaction is subject to
shareholder approvals and other conditions, some of which are beyond Merge's and Cedara's control, the exact timing of completion
cannot be predicted. Merge and Cedara are working to complete the transaction as soon as practicable.

Q:
Who will be the directors of the combined company after the transaction?

A:
The combined company will have an eleven (11) member board of directors, of which eight (8) will be current directors of Merge and
three (3) will be current directors of Cedara. These three individuals are referred to in this document as the Cedara director designees.
See "Merge Proposal #4 Election of Directors" beginning on page 152.

Q:
What is the role of the Canadian courts in the transaction?

A:

In addition to the approval of the Merge shareholders at the Merge annual meeting and the approval of the Cedara securityholders (this
term, as used in this document, collectively refers to Cedara shareholders and Cedara option holders) at the Cedara special meeting,

under the Business Corporations Act (Ontario) (which we refer to in this document as the OBCA), the Ontario Superior Court of
Justice must approve the arrangement set out in the plan of arrangement. Prior to the mailing of this document, Cedara obtained an
interim order from the Ontario Superior Court of Justice providing for the calling and holding of the Cedara special meeting and other
procedural matters. If the Cedara securityholders approve the arrangement resolution and the Merge shareholders approve the Merge
articles of amendment proposal, the Merge share issuance proposal and the Merge equity incentive plan proposal, the Ontario Superior
Court of Justice will hold a hearing regarding a final court order. The court will consider, among other things, the fairness and
reasonableness of the arrangement. The court may approve the arrangement in any manner the court may direct, subject to compliance
with such terms and conditions, if any, as the court deems fit.

Merge Shareholder Questions and Answers

Q:

On what am I being asked to vote?

Merge shareholders are being asked to approve the following proposals:

a proposal to approve the issuance of shares of Merge common stock, as contemplated by the merger agreement and the plan
of arrangement, including upon exchange of the exchangeable shares (we refer to this proposal in this document as the
Merge share issuance proposal);

a proposal to approve an amendment to the articles of incorporation, a copy of which is attached as Annex C to this
document, to increase the number of authorized shares of common stock of Merge from 30,000,000 to 100,000,000 and to
create a class of voting non-participating shares to provide voting rights that may be exercised by holders of exchangeable
shares to be used in connection with the merger agreement (we refer to this proposal in this document as the Merge articles
of amendment proposal);

a proposal to adopt Merge's 2005 equity incentive plan, a copy of which is attached as Annex D to this document (we refer
to this proposal in this document as the Merge equity incentive plan proposal); and

a proposal to elect eight (8) individuals to serve as directors of Merge (we refer to this proposal in this document as the
Merge election of directors proposal).
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In this document, we refer to all four of these proposals collectively as the Merge proposals. Shareholder approval of the Merge share
issuance proposal and the Merge equity incentive plan proposal is required by the rules of Nasdaq. Shareholder approval of the Merge
articles of amendment proposal and the Merge election of directors proposal is required by Wisconsin law.

You should note that approval of the Merge share issuance proposal, the Merge articles of amendment proposal and the Merge equity
incentive plan proposal are all conditions to the closing under the merger agreement, and that none of the matters described in such
proposals will be effected unless all of them are approved at the annual meeting and the transaction contemplated by the merger
agreement is consummated.

What vote is required to approve the Merge's share issuance proposal, the Merge articles of amendment proposal, the Merge
equity incentive plan proposal and the Merge election of directors proposal?

In order to approve each of the Merge share issuance proposal, the Merge articles of amendment proposal and the Merge equity
incentive plan proposal, a majority of the shares of Merge common stock present in person or represented by proxy at the Merge
annual meeting and entitled to vote must vote in favor of each proposal. With respect to the Merge election of directors proposal, the
eight (8) individuals receiving the highest vote totals of the shares of Merge common stock at the Merge annual meeting shall be
elected as directors of Merge. Each share of Merge common stock outstanding as of the record date is entitled to one vote on all
matters to come before the Merge annual meeting. A majority of the outstanding shares of Merge common stock entitled to vote at the
Merge annual meeting, present in person or represented by proxy, will constitute a quorum for the transaction of business at the Merge
annual meeting.

Who can vote?

Only shareholders who hold Merge common stock at the close of business on the record date, which is , 2005, will be
entitled to vote at the Merge annual meeting. Merge common stock constitutes the only class of Merge capital stock entitled to vote at
the Merge annual meeting.

How does the Merge board of directors recommend that I vote on the Merge share issuance proposal?

The Merge board of directors unanimously recommends that you vote "FOR'" approval of the Merge share issuance proposal.

How does the Merge board of directors recommend that I vote on the Merge articles of amendment proposal?

The Merge board of directors unanimously recommends that you vote "FOR'" approval of the Merge articles of amendment proposal.

How does the Merge board of directors recommend that I vote on the Merge equity incentive plan proposal?

The Merge board of directors unanimously recommends that you vote "FOR'" approval of the Merge equity incentive plan proposal.

How does the Merge board of directors recommend that I vote on the Merge election of directors proposal?
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The Merge board of directors unanimously recommends that you vote "FOR' the election to the board of directors of each of the
nominees named in connection with the Merge election of directors proposal.

How do I vote my shares of Merge common stock?

If you are a registered shareholder of Merge (that is, if you hold your Merge common stock in certificate form), you may vote in any
of the following ways:

by mail complete, sign and date the enclosed proxy card and return it in the enclosed postage paid return envelope as soon as
possible, but such card must be received no later than [a.m./p.m.](Central Time) on , 2005, or in the
event the Merge annual meeting is adjourned or postponed, by no later than [a.m./p.m.] (Central Time) on the date
fixed for the adjourned or postponed annual meeting, to the office of Merge's transfer agent at American Stock Transfer &
Trust Company, 59 Maiden Lane, New York, New York 10038, Attention: Merge Technologies Incorporated Annual
Meeting; or

in person at the Merge annual meeting complete and sign the enclosed proxy card and bring evidence of your stock
ownership with you to the Merge annual meeting.

If your shares of Merge common stock are held in "street name," you may vote in person if you obtain a broker's proxy card in your
name from your broker or other nominee and evidence of your stock ownership from your broker or other nominee. Please contact
your broker or other nominee to determine how to vote by mail.

What happens if I don't indicate how to vote my proxy?

If you properly return your proxy card, but do not include instructions on how to vote, your shares of Merge common stock will be
voted "FOR" approval of the Merge share issuance proposal, "FOR" approval of the Merge articles of amendment proposal, "FOR"
approval of the Merge equity incentive plan proposal and "FOR" approval of the Merge election of directors proposal. Merge's
management does not currently intend to bring any other proposals to the Merge annual meeting other than the Merge share issuance
proposal, Merge articles of amendment proposal, the Merge equity incentive plan proposal and the Merge election of directors
proposal and does not expect any shareholder proposals. If other proposals requiring a vote of shareholders are brought before the
Merge annual meeting in a proper manner, the persons named in the enclosed proxy card intend to vote the shares represented by them
in accordance with their best judgment.

What happens if I abstain from voting on a proposal?

If you return your proxy with instructions to abstain from voting on any of the Merge proposals, your shares will be counted for
purposes of determining whether a quorum is present at the Merge annual meeting. Except with respect to the election of directors
proposal, an abstention with respect to a proposal has the legal effect of a vote "AGAINST" the proposal.

What happens if I don't return a proxy card or otherwise don't vote?

Your failure to return your proxy card or otherwise vote (1) will mean that your shares will not be counted toward determining
whether a quorum is present at the Merge annual meeting, (2) will mean that your shares will not be counted toward determining the
plurality of votes required for the Merge election of directors proposal and (3) will have the effect of reducing the number of votes cast
at the Merge annual meeting, thereby reducing the number of votes needed to approve the Merge share issuance proposal, the Merge
articles of amendment proposal and the Merge
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equity incentive plan proposal and any other matters that may properly come before the Merge annual meeting.

What does it mean if I receive more than one Merge proxy card?

This means that you own shares of Merge common stock that are registered under different names. For example, you may own some
shares directly as a shareholder of record and other shares through a broker, or you may own shares through more than one broker. In
these situations, you will receive multiple sets of proxy materials. It is necessary for you to vote, sign and return all of the proxy cards
or follow the instructions for any alternative voting procedure on each of the proxy cards you receive in order to vote all of the shares
you own. Each proxy card you received came with its own prepaid return envelope. If you vote by mail, please make sure you return
each proxy card in the return envelope that accompanied that proxy card.

Can I change my vote after I have voted by mailing in my signed proxy card?

Yes. You can change your vote at any time before your shares are voted at the Merge annual meeting. If you are a registered Merge
shareholder, you can do this in any of the following ways:

by sending a written notice to the secretary of Merge at the address specified below stating that you would like to revoke
your proxy;

by completing and submitting a new, later-dated proxy card by mail at the address specified below; or

by attending the Merge annual meeting and voting in person. Your attendance at the Merge annual meeting alone will not
revoke your proxy. You must also vote at the Merge annual meeting in order to revoke your previously submitted proxy.

You should send any notice of revocation or your completed new proxy card, as the case may be, to Merge's transfer agent at the
following address:

American Stock Transfer & Trust Company

59 Maiden Lane

New York, New York 10038

Attention: Merge Technologies Incorporated Annual Meeting

If your shares are held in "street name," you must contact your broker to revoke your proxy.

Can I vote by telephone or over the Internet?

No.

If my broker holds my shares in ''street name," will my broker vote my shares for me?

No. Your broker will not be able to vote your shares unless you have properly instructed your broker on how to vote. If you do not
provide your broker with voting instructions, your shares may be considered present at the Merge annual meeting for purposes of
determining a quorum, but will not be considered to have been voted with respect to the Merge proposals. Therefore it will make it
less likely that the requirement will be met that more than 50% of the shares of Merge common stock entitled to vote on the Merge
share issuance proposal, the Merge articles of amendment and the Merge equity incentive plan proposal shall vote on such matter.
With respect to the election of directors, shares not voted by brokers due to the absence of instructions from street name holders will
have no effect on the outcome of the election of directors.
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Am I entitled to dissenters' or appraisal rights?

No. Holders of Merge common stock do not have dissenters' or appraisal rights under Wisconsin corporate law in connection with the
actions to be taken at the Merge annual meeting. See "The Transaction Dissenting Shareholder Rights" beginning on page 74.

Are there risks I should consider in deciding whether to vote for the Merge proposals?

Yes. A number of risk factors that you should consider in connection with the transaction are described in the section of this document
entitled "Risk Factors" beginning on page 31.

What are the U.S. and Canadian federal income tax consequences of the transaction to a holder of shares of Merge common
stock?

There are none. For a more detailed description of the U.S. and Canadian federal income tax consequences of the transaction, see
"Taxation" beginning on page 106.

Who can help answer my questions about the transaction and the Merge annual meeting?

You may call Scott Veech at (414) 977-4000 with any questions you may have about the transaction or the Merge annual meeting.

Cedara Securityholder Questions and Answers

Q:

On what am I being asked to vote?

Cedara securityholders are being asked to consider and pass, if deemed advisable, with or without variation, a special resolution to
approve an arrangement under Section 182 of the OBCA involving the acquisition by Merge of all of the outstanding common shares
of Cedara and the replacement of Cedara options with Merge options. This special resolution is referred to in this document as the
arrangement resolution. The full text of the arrangement resolution is set forth in Annex E to this document. For a more detailed
description of the steps involved in the arrangement, see "Transaction Mechanics" beginning on page 80.

What vote is required to approve the arrangement resolution?

Pursuant to the interim order issued by the Ontario Superior Court of Justice, in order to approve the arrangement resolution, at least
two-thirds of the votes cast in person or represented by proxy on the resolution at the Cedara special meeting by Cedara
securityholders, voting together as a single class, and a simple majority of the votes cast in person or represented by proxy by holders
of Cedara common shares, excluding Cedara options, must be in favor of the arrangement resolution, as long as a quorum is present at
the Cedara special meeting. Each holder of Cedara common shares outstanding as of the record date is entitled to one vote per share
held on all matters to come before the Cedara special meeting including the arrangement resolution; each holder of Cedara options is
entitled to one vote on the arrangement resolution for each Cedara common share that would be received on a valid exercise of that
holder's Cedara options regardless of whether they are presently exercisable. Persons representing at least one-third of the outstanding
common shares of Cedara must be present in person or represented by proxy to constitute a quorum for the transaction of business at
the Cedara special meeting.

Who can vote?

Only Cedara securityholders at the close of business on , 2005, the record date for the Cedara special meeting, will be
entitled to vote at the Cedara special meeting. Under the OBCA, only those Cedara shareholders whose names have been entered on
the register of Cedara at the
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close of business on the record date will be entitled to receive notice of and vote at the Cedara special meeting. Beneficial owners of
Cedara common shares as of the record date who hold their shares in "street name" will receive instructions from their bank, broker or
other nominee describing how to vote their shares.

The Cedara common shares and Cedara options constitute the only securities entitled to vote at the Cedara special meeting.

How does the Cedara board of directors recommend that I vote on the arrangement resolution?

The Cedara board of directors unanimously recommends that you vote "FOR" approval of the arrangement resolution.

How do I vote on the arrangement resolution?

You should carefully read and consider the information contained in this document, including the annexes. You should also determine
whether you hold your Cedara common shares directly in your name as a registered shareholder or through a broker or other
intermediary, since this will determine the procedure that you must follow in order to vote. If you are a registered shareholder or an
option holder, please respond by completing, signing and dating your proxy form and returning it in the enclosed postage paid return
envelope as soon as possible to the Toronto office of Cedara's transfer agent, Computershare Trust Company of Canada at
100 University Avenue, 9th Floor, Toronto, Ontario M5J 2Y1 or forward it by facsimile to (416) 263-9524 or (866) 249-7775 so that
your securities may be voted at the Cedara special meeting. The form of proxy must be received by no later than

[a.m./p.m.](Eastern Time) on , 2005, or in the event the Cedara special meeting is adjourned or postponed, by no later
than [a.m./p.m.] (Eastern Time) on the date fixed for the adjourned or postponed special meeting. You may also attend the
Cedara special meeting in person and vote at the Cedara special meeting. If you are a non registered holder of Cedara common shares
(which for purposes of this document means that your Cedara common shares are held in "street name"), you should read the
instructions that your broker or other intermediary sent you regarding how to vote with respect to your Cedara common shares.

There are two forms of proxy, a [yellow] proxy applicable to Cedara shareholders and a [green] proxy applicable to Cedara option
holders.

What happens if I don't indicate how to vote my proxy?

If you properly return your form of proxy, but do not include instructions on how to vote, your securities will be voted "FOR"
approval of the arrangement resolution and in accordance with management's recommendation with respect to amendments or
variations of the matters described in the notice of the Cedara special meeting and any other matters that may properly come before the
Cedara special meeting.

What happens if I don't return a form of proxy or otherwise don't vote?

Your failure to return your form of proxy or otherwise vote (1) will mean that your shares will not be counted toward determining
whether a quorum is present at the Cedara special meeting and (2) will have the effect of reducing the number of votes cast at the
Cedara special meeting, thereby reducing the number of votes needed to approve the arrangement resolution and any other matters that
may properly come before the Cedara special meeting.
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What does it mean if I receive more than one Cedara proxy form?

If you receive more than one [yellow] proxy form, it means that you own Cedara common shares that are registered under different
names. For example, you may own some shares directly as a shareholder of record and other shares through a broker, or you may own
shares through more than one broker. In these situations, you will receive multiple sets of proxy materials.

If you receive proxy forms of different colors, it means that you hold Cedara common shares and/or Cedara options. [Yellow] proxies
are for use by holders of Cedara common shares and [green] proxies are for use by holders of Cedara options.

It is necessary for you to vote, sign and return all of the proxy forms or follow the instructions for any alternative voting procedure on
each of the proxy forms you receive in order to vote all of the securities you own. Each proxy form you received came with its own
prepaid return envelope. If you vote by mail, please make sure you return each proxy form in the return envelope that accompanied
that proxy form.

Can I change my vote after I have mailed my signed proxy form?

Yes. You can change your vote at any time before your securities are voted at the Cedara special meeting. If you are a registered
Cedara securityholder, you can do this in any of the following ways:

by sending a written notice, signed by you or your attorney authorized in writing, to the secretary of Cedara at the address
specified below or to Cedara's transfer agent, Computershare Trust, stating that you would like to revoke your proxy;

by completing and submitting a new, later-dated proxy form; or

by attending the Cedara special meeting and voting in person. To do so, complete and sign the enclosed proxy card and bring
evidence of your common share or option ownership with you to the Cedara special meeting. Your attendance at the Cedara
special meeting alone will not revoke your proxy. You must also vote at the Cedara special meeting in order to revoke your
previously submitted proxy.

You should send any notice of revocation no later than , 2005, [a.m./p.m.] (Eastern Time), to Cedara at the
following address:

Cedara Software Corp.

6509 Airport Road

Mississauga, Ontario L4V 157

Attention: Brian Pedlar, Chief Financial Officer
Facsimile: (905) 671-7972

You should send any completed new proxy form to Cedara at the following address:

Cedara Software Corp.

c/o Computershare Trust Company of Canada
9th Floor, 100 University Avenue

Toronto, Ontario M5J 2Y 1, Canada

If your Cedara common shares are held in "street name," you must contact your broker or other intermediary to revoke your proxy.
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Can I vote by telephone or over the Internet?

No.
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If my broker holds my shares in ''street name," will my broker vote my shares for me?

No. Your broker or other intermediary will not be able to vote your Cedara common shares without instructions from you. If you have
received this document from your broker or another intermediary, please complete and return the proxy or other authorization form
provided to you by your broker or other intermediary in accordance with the instructions provided to you in order to have your shares
properly voted. If you have instructed a broker to vote your shares and wish to change your vote, you must follow directions received
from your broker to change those instructions.

Should I send in my share certificates now?

Yes. Enclosed with this circular is a letter of transmittal and election form containing instructions for exchanging your Cedara share
certificates for ExchangeCo share certificates or Merge stock certificates.

Am I entitled to dissent rights?

Yes, if you are a registered holder of Cedara common shares. No, if you are a holder of Cedara options. If the transaction is completed,
registered Cedara shareholders who properly exercise their dissent rights pursuant to the interim order of the Ontario Superior Court of
Justice dated , 2005, which is attached to this document as Annex F, and Section 185 of the OBCA, which is attached to
this document as Annex G, will be entitled to be paid the fair value of their Cedara common shares. The dissent procedures require,
among other things, that a registered Cedara shareholder who wishes to dissent must provide to Cedara a dissent notice prior to

5:00 p.m. (Eastern Time) on the last business day preceding the Cedara special meeting. It is important that you strictly comply with
this requirement, otherwise your dissent notice may not be recognized. You must also strictly comply with the other requirements of
the dissent procedure. For information on how non-registered shareholders may effectively exercise dissent rights, see "The
Transaction Dissenting Shareholder Rights" beginning on page 74.

Are there risks I should consider in deciding whether to vote for the arrangement resolution?

Yes. A number of risk factors that you should consider in connection with the transaction are described in the section of this document
entitled "Risk Factors" beginning on page 31.

What are the Canadian and U.S. federal income tax consequences of the transaction to a holder of Cedara common shares?

Under the Income Tax Act (Canada), which we refer to in this document as the "Canadian Tax Act," the exchange of Cedara common
shares for exchangeable shares (and ancillary rights) and/or shares of Merge common stock will generally be a taxable event to a
Canadian resident holder of Cedara common shares. However, an eligible Canadian resident who exchanges his or her Cedara
common shares for exchangeable shares (and ancillary rights) and who makes a valid tax election with ExchangeCo, may obtain a full
or partial tax deferral (rollover) of any capital gain otherwise arising upon the exchange of those shares.

Subject to certain conditions being satisfied, exchangeable shares will be "qualified investments" for registered retirement savings
plans and other similar tax deferred plans, and will not be "foreign property" for such tax deferred plans or for registered pension plans
and for other Canadian taxpayers who are subject to restrictions on the amount of foreign property that they may hold. Shares of
Merge common stock will be qualified investments, but will be foreign property for Canadian income tax purposes. On February 23,
2005, the Minister of Finance of
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Canada released a budget which proposes to eliminate the foreign property limits for 2005 and subsequent calendar years. No
assurance can be given that this proposal will be enacted.

Generally, a holder of Cedara common shares who is not resident in Canada will not be subject to Canadian income tax on any gain
realized on such shares as a result of the transaction unless those shares constitute "taxable Canadian property" to the holder within the
meaning of the Canadian Tax Act and that gain is not otherwise exempt from Canadian federal tax pursuant to an exemption contained
in an applicable income tax treaty.

For U.S. federal income tax purposes, the transactions contemplated by the plan of arrangement will be treated as a taxable exchange
regardless of whether Merge common stock, exchangeable shares, cash or a combination thereof is received. As such, gain or loss will
be recognized for U.S. federal income tax purposes. Persons who are subject to U.S. federal income taxation on their worldwide
income (generally, U.S. citizens and residents, U.S. corporations, and certain trusts and estates), and certain other persons with
sufficient contact with the U.S., will have to report this gain or loss on their annual U.S. income tax returns. Persons who are not in
one of these categories, will not be subject to U.S. income tax on any gain on the exchange, nor will they receive any U.S. income tax
benefit from any loss on the exchange.

For a more detailed discussion of the Canadian and U.S. federal income tax consequences to holders of Cedara common shares of the
transaction and of owning exchangeable shares or shares of Merge common stock received in the transaction, see "Taxation"
beginning on page 106.

Holders of Cedara common shares are urged to consult their tax advisors as to the specific tax consequences to them of the
transaction, including the consequences of owning exchangeable shares or shares of Merge common stock received in the
transaction.

What are the Canadian and U.S. federal income tax consequences of the transaction to holders of Cedara options?

Generally, the holders of Cedara options who received their options in connection with their employment with Cedara or a subsidiary
of Cedara will not be required to report any income or gain for either Canadian or U.S. federal income tax purposes as a result of the
exchange of their Cedara options for options to acquire shares of Merge common stock.

For a more detailed discussion of the Canadian and U.S. federal income tax consequences of the transaction to holders of options to
acquire Cedara common shares, see "Taxation" beginning on page 106.

Who can help answer my questions about the transaction and the Cedara special meeting?

You may call Brian Pedlar at (905) 672-2100, with any questions you may have about the transaction or the Cedara special meeting.
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SUMMARY

The following is only a summary of material information contained in this document. To understand the Merge proposals and the Cedara
arrangement resolution fully, you must review all the information in this document, along with the annexes and the information incorporated by
reference. The merger agreement and plan of arrangement, copies of which are attached as Annexes A and B, respectively, to this document,
form a part of this document. You should refer to the merger agreement and plan of arrangement for a complete statement of the terms and
conditions of the transaction.

The Companies Involved in the Proposed Transaction (page 40)

Merge Technologies Incorporated
1126 South 70th Street

Suite 107B

Milwaukee, Wisconsin 53214
(414) 977-4000

Internet address: www.merge.com

Merge is a global healthcare software and services company focused on accelerating the productivity of imaging centers, hospitals and
clinics with a suite of radiology information systems and picture archiving communications systems products that Merge believes fuse business
and clinical workflow by intelligently managing and distributing diagnostic images and information throughout the healthcare enterprise. Since
1987, Merge has leveraged its healthcare integration experience to create workflow solutions that improve Merge's customers' productivity and
enhance the quality of care they provide. Merge's direct customers are made up of radiologists, technologists, administrators, clinicians, and
referring physicians. Merge sells its products directly to imaging centers, hospitals and clinics in North America and throughout the world
through original equipment manufacturers (which we refer to in this document as OEM) and value added resellers.

Cedara Software Corp.

6509 Airport Road

Mississauga, Ontario L4V 157
Canada

(905) 672-2100

Internet address: www.cedara.com

Cedara is a leading independent provider of medical imaging software for many of the world's leading medical devices and healthcare
information technology companies, hospitals, imaging centers and medical clinics. Cedara has been helping patients benefit from new advances
in digital imaging and workflow. Cedara has developed software for all major digital modalities including MRI, CT, X-ray, ultrasound,
mammography and fluoroscopy. Cedara markets its products through OEM and value added resellers who rely on Cedara to develop some of the
most sophisticated medical imaging solutions on the market. Cedara recently acquired eMed Technologies Corporation (which we refer to in this
document as eMed) of Burlington, Massachusetts, a provider of innovative picture archiving communication systems (PACS) and teleradiology
solutions sold directly to hospitals and imaging centers.
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Merge Cedara ExchangeCo Limited
199 Bay Street

Commerce Court West

Suite 2800

Toronto, Ontario

Canada M5SL 1A9

Merge Cedara ExchangeCo Limited, which was initially known as Corrida, Ltd., is a newly incorporated, indirect wholly-owned Canadian
subsidiary of Merge. It will be issuing the exchangeable shares in connection with the proposed transaction.

Merge Technologies Holdings Co.
Summit Place

1601 Lower Water Street

P.O. Box 730

Halifax, Nova Scotia

Canada B3J 2V1

Merge Technologies Holdings Co. is a wholly-owned Nova Scotia subsidiary of Merge and is referred to in this document as "Merge

Holdings." Merge Holdings is an unlimited liability company incorporated under the Companies Act (Nova Scotia) on September 1, 1999.
Merge Holdings will hold certain call rights related to the exchangeable shares. Following the effective date of the transaction, Merge Holdings
will not carry on any business except in connection with its role with respect to exchangeable shares issued in connection with the transaction.

The Proposed Transaction (page 54)

Merge and Cedara entered into a merger agreement dated January 17, 2005, under which the businesses of the two companies will be
combined. Pursuant to the transaction, Merge will indirectly acquire all of Cedara's outstanding common shares and Cedara will become an
indirect, wholly owned subsidiary of Merge. The transaction will be carried out pursuant to the merger agreement and a plan of arrangement
involving Cedara and Merge. The merger agreement and plan of arrangement provide that each Cedara common share will be exchanged for
0.587 shares of Merge common stock or, at the option of Canadian resident shareholders of Cedara, for 0.587 exchangeable shares in the capital
of ExchangeCo, and each Cedara option will be exchanged for an option to purchase 0.587 shares of Merge common stock, with the exercise
price to be adjusted by dividing the applicable exercise price by the 0.587 exchange ratio and, if the Cedara option exercise price was
denominated in Canadian dollars, by the currency exchange rate for U.S. dollars expressed in Canadian dollars on the effective date of the
transaction.

The merger agreement and the plan of arrangement are attached as Annexes A and B to this document, respectively. We encourage you to
carefully read the merger agreement and the plan of arrangement in their entirety because they are the legal documents that govern the
transaction.

Merge Shareholders Will be Asked to Approve the Merge Proposals at Merge's Annual Meeting of Shareholders (page 43)

Merge will hold its annual meeting of shareholders on , 2005 at , local time at . At the Merge
annual meeting, Merge shareholders will be asked to consider and vote on the Merge share issuance proposal, the Merge articles of amendment
proposal, the Merge equity incentive plan proposal and the Merge election of directors proposal.
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Cedara Will Hold a Special Meeting of Its Securityholders to Approve the Arrangement Resolution (page 48)

Cedara will hold a special meeting of securityholders on , 2005 at , local time at . At the Cedara special meeting,
Cedara securityholders will be asked to consider pursuant to an order of the Ontario Superior Court of Justice dated , 2005 and, if deemed
advisable, to pass, with or without variation, the arrangement resolution.

Merge Shareholder and Cedara Securityholder Approvals Will Be Required to Complete the Transaction (pages 43 and 48)
For Merge Shareholders:

Each holder of Merge common stock as of the close of business on , 2005 is entitled to one vote per share on any matter to be
considered at the Merge annual meeting. In order to approve each of the Merge share issuance proposal, the Merge articles of amendment
proposal and the Merge equity incentive plan proposal, a majority of the shares of Merge common stock present in person or represented by
proxy at the Merge annual meeting and entitled to vote must vote in favor of each proposal. With respect to the Merge election of directors
proposal, the eight (8) individuals receiving the highest vote totals of the shares of Merge common stock at the Merge annual meeting shall be
elected as directors of Merge. Approval of each of the Merge share issuance proposal, the Merge articles of amendment proposal and the Merge
equity incentive plan proposal is a condition to the completion of the transaction, and none of the matters described in those proposals will be
effected unless all of them are approved at the annual meeting and the transaction contemplated by the merger agreement is consummated.

On , 2005, which is the record date for determining those Merge shareholders who are entitled to notice of, and to vote at, the Merge
annual meeting, directors and executive officers of Merge and their affiliates beneficially owned and had the right to vote shares of Merge
common stock, representing less than % of the shares of Merge common stock outstanding on the record date. Although none of the
members of the board of directors of Merge or its executive officers has executed voting agreements, based solely on discussions with its board
of directors and executive officers, to Merge's knowledge, directors and executive officers of Merge intend to vote their common stock in favor
of each of the Merge proposals.

For Cedara Securityholders:

Pursuant to the interim order issued by the Ontario Superior Court of Justice, in order to approve the arrangement resolution, at least
two-thirds of the votes cast in person or by proxy on the resolution at the Cedara special meeting by Cedara shareholders and option holders,
voting together as a single class, and a simple majority of the votes cast in person or by proxy by holders of Cedara common shares, excluding
Cedara options, must be in favor of the resolution, as long as a quorum is present at the Cedara special meeting. Each holder of Cedara common
shares as of , 2005 is entitled to one vote per share held on all matters to come before the Cedara special meeting; and each holder of options
to purchase Cedara common shares as of , 2005 is entitled to one vote on the arrangement resolution for each Cedara common share that
would be received upon a valid exercise of that holder's Cedara options regardless of whether they are presently exercisable. Persons
representing at least one-third of the outstanding voting shares of Cedara must be present in person or represented by proxy to constitute a
quorum for the transaction of business at the Cedara special meeting. Approval of the arrangement resolution is a condition to the completion of
the transaction.

On , 2005, which is the record date for determining those Cedara securityholders who are entitled to vote at the Cedara special meeting,
directors and executive officers of Cedara and their affiliates beneficially owned and had the right to vote Cedara securities, representing
less than
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% of the Cedara securities outstanding on the record date. This includes Cedara common shares underlying options beneficially owned by
Cedara directors and executive officers. Although none of the members of the board of directors of Cedara or its executive officers has executed
voting agreements, based solely on discussions with its board of directors and executive officers, to Cedara's knowledge, directors and executive
officers of Cedara intend to vote their Cedara securities in favor of the arrangement resolution.

Under the OBCA, a Canadian court must approve the arrangement set out in the plan of arrangement. Prior to the mailing of this document,
Cedara obtained an interim order from the Ontario Superior Court of Justice providing for the calling and holding of the Cedara special meeting
and other procedural matters. If the Cedara securityholders approve the arrangement resolution and the Merge shareholders approve the Merge
proposals, the Ontario Superior Court of Justice will hold a hearing regarding a final court order. The court will consider, among other things,
the fairness and reasonableness of the arrangement. The court may approve the arrangement in any manner the court may direct, subject to
compliance with such terms and conditions, if any, as the court deems fit.

Cedara Shareholders Will Receive 0.587 of a Share of Merge Common Stock or 0.587 of an Exchangeable Share for Each
Cedara Common Share They Hold (page 81)

A holder of Cedara common shares who is a Canadian resident or a partnership of which any member is a Canadian resident for Canadian
income tax purposes may elect to receive for each of those shares: (i) 0.587 of an exchangeable share of ExchangeCo, (ii) 0.587 of a share of
common stock of Merge or (iii) a combination of exchangeable shares of ExchangeCo and common stock of Merge. A holder of Cedara
common shares with an address in Canada, as recorded on Cedara's share register, who does not make any election will receive exchangeable
shares. Exchangeable shares will be issued together with certain ancillary rights described in this document.

A holder of Cedara common shares who is not a Canadian resident and is not a partnership of which any member is a Canadian resident
will receive for each of these shares 0.587 of a share of Merge common stock. A holder of Cedara common shares with an address outside of
Canada, as recorded on Cedara's share register, who does not return completed documents to the depository, will receive, for each of those
shares, 0.587 of a share of Merge common stock.

The exchange ratio is fixed and neither Merge nor Cedara has the right to terminate the merger agreement based solely on changes in either
party's stock price.

Neither ExchangeCo nor Merge will issue fractional shares pursuant to the transaction. As a result, the total number of shares of
ExchangeCo or of Merge common stock that each Cedara shareholder will receive pursuant to the transaction will be rounded down to the
nearest whole number, and each Cedara shareholder will receive a cash payment in U.S. dollars for the remaining fraction of a share of
ExchangeCo or of Merge common stock that the Cedara shareholder would otherwise receive, if any, based on the average of the closing prices
of Merge common stock on Nasdaq during a period of 20 consecutive trading days ending on the business day immediately preceding the date of
completion of the transaction (which we refer to in this document as the effective date).

Example: Assuming that the effective date is , based on the 20-day trailing average of the closing prices of shares of Merge common
stock on Nasdaq of US$ , if you currently own 100 Cedara common shares, you will be entitled to receive shares of ExchangeCo or of
Merge common stock and a check for US$
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Cedara Shareholders Who are Canadian Residents May Elect to Receive Exchangeable Shares (page 81)

Cedara shareholders who are Canadian residents or who hold Cedara shares on behalf of Canadian residents may elect to receive an
equivalent number of exchangeable shares of ExchangeCo in lieu of Merge common stock. Exchangeable shares will be exchangeable at the
option of the holder at any time on a one-for-one basis for Merge common stock. Holders of the exchangeable shares will be entitled to
dividends and other rights that are substantially economically equivalent to those of holders of Merge common stock. Through a voting trust
arrangement, holders of the exchangeable shares will be entitled to vote at meetings of holders of Merge common stock.

The exchangeable share structure, which is frequently used in transactions between U.S. and Canadian companies, provides the opportunity
for eligible Canadian resident shareholders of Cedara to make a valid tax election to defer Canadian income tax on any capital gain that would
otherwise arise on the exchange of their Cedara shares.

Certain Terms of the Exchangeable Shares (page 82)

Exchangeable shares will be securities of ExchangeCo that, together with the ancillary rights described in this document, are substantially
economically equivalent to shares of Merge common stock. The holders of exchangeable shares will have the following rights:

the right to exchange those shares, at the holders' option, for shares of Merge common stock on a one-for-one basis;

the right to receive dividends, on a per share basis, in amounts (or property in the case of non-cash dividends), which are the
same as, or economically equivalent to, and which are payable at the same time as, dividends declared on the Merge
common stock;

the right to vote, through the trustee holder of the Merge special voting shares, at all stockholder meetings at which holders
of the Merge common stock are entitled to vote; and

the right to participate on a pro rata basis with the Merge common stock in the distribution of assets of Merge, upon
specified events relating to the voluntary or involuntary liquidation, dissolution, winding-up or other distribution of the
assets of Merge through the mandatory exchange of exchangeable shares for shares of Merge common stock.

Holders of exchangeable shares will be entitled generally to require ExchangeCo to redeem any of their exchangeable shares for a
corresponding number of shares of Merge common stock plus declared but unpaid dividends on each redeemed share. However, if a holder of
exchangeable shares delivers notice of exercise of its redemption right, Merge Holdings will have the right to purchase, in lieu of ExchangeCo
redeeming, the holder's shares on payment of the redemption price.

Subject to applicable law, ExchangeCo has the right to require a redemption of all of the outstanding exchangeable shares (other than those
held by Merge or its affiliates) on or after April 30, 2010 for a redemption price per share of one share of Merge common stock plus declared but
unpaid dividends on the redeemed share. In certain circumstances, ExchangeCo has the right to require redemption of the exchangeable shares
prior to April 30, 2010. See "Transaction Mechanics The Exchangeable Shares" beginning on page 82.

Cedara Options will be Exchanged for Merge Options (page 91)

Options to purchase Cedara common shares will be exchanged for options to purchase Merge common stock. The number of shares
issuable upon the exercise of these options, and their applicable exercise prices, will be adjusted to take into account the 0.587 exchange ratio
applicable to the transaction and the currency exchange rate on the effective date of the transaction.

17

31



Edgar Filing: MERGE TECHNOLOGIES INC - Form PREM14A

Pro Forma Economic Ownership of Merge Common Stock (page 81)

Assuming that all Cedara common shares are exchanged for shares of Merge common stock and based upon the number of Cedara common
shares and shares of Merge common stock outstanding as of , 2005, immediately following completion of the transaction, existing Cedara
shareholders will hold approximately 59% of the outstanding shares of Merge common stock.

Recommendation to Merge Shareholders (page 59)

After careful consideration, the Merge board of directors has unanimously determined that it is advisable and in the best interests of Merge
shareholders to enter into the transaction with Cedara provided for in the merger agreement, has unanimously approved the Merge share
issuance proposal, the Merge articles of amendment proposal, the Merge equity incentive plan proposal and the Merge election of directors
proposal, and unanimously recommends that Merge shareholders vote "FOR" approval of each of the Merge proposals at the Merge annual
meeting.

Opinion of Merge's Financial Advisor (page 62)

William Blair & Company, L.L.C., which we refer to in this document as William Blair, delivered its opinion to the Merge board of
directors to the effect that, as of January 17, 2005 and based upon and subject to the assumptions, qualifications and limitations set forth in its
written opinion, the exchange ratio of 0.587 of a share of Merge common stock to be received for each Cedara common share pursuant to the
merger agreement was fair, from a financial point of view, to Merge. The full text of the written opinion of William Blair, dated January 17,
2005, which sets forth, among other things, the assumptions made, procedures followed, matters considered and qualifications and limitations of
the review undertaken in connection with its opinion, is attached to this document as Annex H. Merge shareholders are urged to read the opinion
1n 1ts entirety.

The William Blair opinion is directed to the Merge board of directors and addresses only the fairness, from a financial point of
view, of the exchange ratio pursuant to the merger agreement to Merge as of the date of the opinion. The William Blair opinion does not
address the relative merits of the proposed transaction as compared to other business strategies or transactions that might be available
with respect to Merge or Merge's underlying business decision to effect the proposed transaction, and does not constitute a
recommendation to any shareholder as to how to vote with respect to any of the Merge proposals or any other matter.

Recommendation to Cedara Securityholders (page 69)

Cedara's board of directors believes that the terms of the merger agreement, the arrangement and related transactions and agreements are in
the best interest of Cedara and are advisable and fair to the holders of Cedara common shares and Cedara options. After careful consideration,
the Cedara board of directors has unanimously approved the arrangement resolution and unanimously recommends that Cedara securityholders
vote "FOR" approval of the arrangement resolution at the Cedara special meeting.

Opinion of Cedara's Financial Advisor (page 71)

On January 17, 2005, Genuity Capital Markets (which we refer to in this document as Genuity), financial advisor to Cedara, delivered to
the Cedara board of directors its oral opinion, subsequently confirmed in writing, that, as of the date of the opinion, and based upon and subject
to the factors and assumptions set forth in the opinion, the exchange ratio of 0.587 of a share of Merge common stock to be received for each
Cedara common share pursuant to the merger agreement was fair, from a financial point of view, to the holders of Cedara common shares. The
full text of the written opinion of Genuity, which sets forth the assumptions made, procedures followed, matters considered and
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limitations on the review undertaken in connection with the opinion, is attached to this document as Annex I. Cedara securityholders are urged to
read the opinion in its entirety.

Genuity provided its opinion for the information and assistance of the Cedara board of directors in connection with its
consideration of the transaction. Genuity's opinion is not a recommendation as to how any Cedara securityholder should vote with
respect to the arrangement resolution.

The Transaction and the Future Performance of Merge after the Completion of the Transaction are Subject to a Number of
Risks (page 31)

There are a number of risks related to the transaction, including the following:

we may be unable to integrate the operations of Merge and Cedara successfully and may not achieve the increased revenues
and cost savings anticipated for the combined company;

we will incur significant transaction-related and restructuring costs in connection with the transaction, including an estimated
US$7.25 million of transaction costs;

Cedara may be unable to obtain the court approvals required to complete the transaction;

because the exchange ratio is fixed and the market price of Merge common stock may fluctuate, you cannot be certain of the
dollar value of the consideration that Cedara securityholders will receive in the transaction;

the market prices of Merge common stock and Cedara common shares may be affected by different factors;

we may lose employees due to uncertainties associated with the transaction;

the rights of Cedara shareholders will change when they become holders of common stock of Merge or holders of
exchangeable shares of ExchangeCo in connection with the transaction; and

Cedara's directors and executive officers and Merge's executive officers have interests that may have influenced their
decision to pursue and approve the transaction.

Furthermore, there are a number of risks relating to the businesses of Merge, Cedara and the combined company, including the following:

the business of the combined company will be subject to risks currently affecting the businesses of Merge and Cedara;

there are risks associated with operations outside the United States and Canada;

the combined company will be exposed to risks related to potential adverse changes in currency exchange rates;

the highly competitive market for the combined company's products and consolidation within the healthcare information
technology industry will likely create adverse pricing pressures; and

provisions of Wisconsin law may make an unwelcome takeover of Merge difficult.

For a more complete discussion of these and other risk factors please see "Risk Factors" beginning on page 31.
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A Number of Conditions Must Be Satisfied or Waived to Complete the Transaction (page 101)

Merge and Cedara are obligated to complete the transaction only if several conditions are satisfied or waived. Some of these conditions
include:

obtaining the approval of Merge shareholders of the Merge proposals and Cedara securityholders of the arrangement
resolution;

obtaining the approval of Nasdaq for the issuance and listing of the shares of Merge common stock issuable pursuant to the
transaction and obtaining the approval of The Toronto Stock Exchange for the listing of the exchangeable shares of
ExchangeCo issuable pursuant to the transaction;

obtaining the interim order and the final order from the Ontario Superior Court of Justice in respect of the arrangement;

holders of no more than 5% of the outstanding Cedara common shares having exercised and not withdrawn their rights of
dissent in connection with the transaction;

obtaining all material governmental consents or approvals required to complete the transaction;

no judicial or governmental order being in effect that would prevent or prohibit the completion of the transaction;

the representations and warranties of Merge and Cedara being true and correct as of the date of closing;

Merge and Cedara performing in all material respects all of their respective obligations required by the merger agreement at
or prior to the closing date;

there not having been any effect, that is, or would reasonably be expected to be material and adverse to the business,
operations or financial condition of Merge or Cedara; and

Merge having taken all action required of it to effect the matters with respect to vesting and extended exercise period rights
for certain Cedara officers and directors, and with respect to certain severance rights of Mr. Abe Schwartz and Mr. Mark
Smith, in accordance with the merger agreement.

See "The Merger Agreement Conditions to Completion of the Transaction" beginning on page 101.
Agreements Not to Solicit Competing Proposals (page 98)

The merger agreement contains a covenant with respect to acquisition proposals that prohibits each of Merge and Cedara from, directly or
indirectly, initiating, soliciting or encouraging proposals involving certain significant transactions. The covenant also prohibits (i) Merge and
Cedara from participating in any negotiations or discussions with any third party relating to such an acquisition proposal; (ii) the Cedara board of
directors withdrawing or modifying in a manner adverse to Merge its approval of the transaction; and (iii) the Merge board of directors
withdrawing or modifying in a manner adverse to Cedara its approval of the transaction. However, if the Merge board or the Cedara board, as
the case may be, determines in good faith after consultation with outside legal counsel that to do so would be consistent with its fiduciary duties,
it may, prior to the entry of the final order under the plan of arrangement, consider and participate in negotiations or discussions, enter into a
confidentiality agreement with, and provide information to, any third party who has made an unsolicited bona fide written proposal which meets
certain standards, if it determines in good faith after consultation with its financial advisor and outside counsel that such acquisition proposal, if
accepted, is reasonably capable of being completed, taking into account all legal, financial, regulatory
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and other aspects of the proposal, and is reasonably likely to result in a transaction more favorable to Merge shareholders or Cedara
shareholders, as the case may be, from a financial point of view than the transaction and have a per-share value greater than that provided for in
the transaction. Neither Cedara nor Merge shall be able to consider, negotiate, accept, approve or recommend any such acquisition proposal after
the date of the issuance of the final order under the plan of arrangement. For a more detailed description of these matters, see "The Merger
Agreement Acquisition Proposals" beginning on page 98.

How the Merger Agreement May Be Terminated by Merge and Cedara (page 103)

The merger agreement will terminate if the effective time does not occur on or prior to June 30, 2005, or such later date as the parties may
mutually agree. In addition, Merge and Cedara may mutually agree to terminate the merger agreement and abandon the transaction at any time
before the effective time of the transaction, whether before or after the approval of Merge shareholders or Cedara securityholders.

In addition, either party may decide, without the consent of the other, to terminate the merger agreement in a number of situations,

including:

by either Cedara or Merge if Cedara or Merge shareholder approval shall not have been obtained by reason of the failure to
obtain the required vote at either the Cedara special meeting or the Merge annual meeting;

by Merge, if through the fault of Cedara, the Cedara special meeting is not held prior to June 16, 2005;

by Cedara, if through the fault of Merge, the Merge annual meeting is not held prior to June 16, 2005;

by either Merge or Cedara, whether before or after the approval of the Merge shareholders or Cedara securityholders has
been obtained, if any order or decree enjoining the completion of the transaction becomes final and non-appealable;

by Cedara, whether before or after the approval of the Merge shareholders or the Cedara securityholders has been obtained,
in order to enter into a definitive written agreement concerning a transaction that constitutes a superior proposal, subject to
the payment of a termination fee;

by Cedara, if the Merge board withdraws or adversely modifies its approval or recommendation of the merger agreement or
the transaction, or if the Merge board recommends a competing acquisition proposal;

by Merge, whether before or after the approval of the Merge shareholders or the Cedara securityholders has been obtained,
in order to enter into a definitive written agreement concerning a transaction that constitutes a superior proposal, subject to
the payment of a termination fee; or

by Merge, if the Cedara board withdraws or adversely modifies its approval or recommendation of the merger agreement or
the arrangement or if the Cedara board recommends a competing acquisition proposal.

For a more detailed description of termination of the merger agreement, see "The Merger Agreement Termination" beginning on page 103.
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Termination Fees and Expenses May Be Payable in Some Circumstances (page 104)

If the merger agreement is terminated by either party in some circumstances, either Merge or Cedara may be required to pay to the other
party a termination fee of US$7.0 million. If the merger agreement is terminated by either party in certain other circumstances, either Merge or
Cedara may be required to reimburse the other party for its out-of-pocket costs and expenses incurred in connection with the transaction up to a
maximum amount of US$1.5 million. The termination fee and expenses are required to be paid at different times, depending on the basis for the
termination of the merger agreement.

For a more detailed description of the termination fees and expenses reimbursement, see "The Merger Agreement Termination Fees and
Expense Reimbursement" beginning on page 104.

Cedara Executive Officers and Directors Have Interests in the Transaction that May Be Different from, or in Addition to, the
Interests of Cedara Securityholders, Including Interests with Respect to Stock Options and Employment Agreements (page 77)

When Cedara securityholders consider the recommendation of the Cedara board of directors that Cedara securityholders vote in favor of the
arrangement resolution, Cedara securityholders should keep in mind that a number of Cedara directors and executive officers have interests in
the transaction that may present them with actual or potential conflicts of interests in connection with the transaction. Those interests include:

the entitlement of Mr. Abe Schwartz and Mr. Mark Smith to severance benefits following termination of their employment
as a result of the transaction;

accelerated vesting of options held by some directors and officers of Cedara upon certain circumstances;

extended post-termination exercise periods for options held by some directors and officers of Cedara; and

offers of directorships at Merge.

Merge Officers Have Interests in the Transaction that May Be Different from, or in Addition to, the Interests of Merge
Shareholders (page 79)

‘When Merge shareholders consider the recommendation of the Merge board of directors that Merge shareholders vote in favor of the Merge
proposals, Merge shareholders should keep in mind that a number of Merge officers, including all of its executive officers, have interests in the
transaction that may present them with actual or potential conflicts of interests in connection with the transaction. Those interests include:

accelerated vesting of options held by some officers of Merge upon certain circumstances; and

extended post-termination exercise periods for options held by such officers of Merge.
Merge Shareholders Will Not Have Dissenters' or Appraisal Rights; Cedara Shareholders Will Have Dissent Rights; Cedara
Option Holders Will Not Have Dissent Rights (page 74)

Merge Shareholders. Holders of Merge common stock do not have dissenters' or appraisal rights in connection with the transaction under
Wisconsin law.

Cedara Securityholders. Cedara shareholders who properly exercise their dissent rights pursuant to the interim order issued by the
Ontario Superior Court of Justice, which is attached to this document as Annex F, and Section 185 of the OBCA, which is attached to this
document as Annex G, will be entitled to be paid the fair value of their Cedara common shares. The interim order and plan of
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arrangement require that a registered Cedara shareholder who wishes to dissent must provide Cedara a dissent notice prior to 5:00 p.m. (Eastern
Time) on the last business day preceding the Cedara special meeting. It is important that Cedara shareholders strictly comply with this
requirement and the other requirements of dissent procedure in order for their dissent right to be recognized.

Cedara option holders are not entitled to dissent rights in connection with the arrangement.
The Purchase Method of Accounting Will Be Used to Account for the Transaction (page 77)

Merge will account for the transaction under the purchase method of accounting for business combinations under United States generally
accepted accounting principles (which we refer to in this document as U.S. GAAP).

Canadian Federal Tax Considerations for Cedara Shareholders (page 106)

Exchange of Cedara Common Shares. The exchange of Cedara common shares for exchangeable shares (and ancillary rights) and/or
shares of Merge common stock will generally be a taxable event to a Canadian resident holder of Cedara common shares. However, an eligible
Canadian resident who exchanges his or her Cedara common shares for exchangeable shares (and ancillary rights) and who makes a valid tax
election with ExchangeCo, may obtain a full or partial tax deferral (rollover) of any capital gain otherwise arising upon the exchange of those
shares. A non-resident shareholder for whom Cedara common shares are not "taxable Canadian property" will not be subject to tax under the
Canadian Tax Act on the exchange of those shares.

Eligibility for Investment. Subject to certain conditions being met, the exchangeable shares will be "qualified investments" and will not be
"foreign property" for registered retirement savings plans and other similar tax deferred plans for Canadian income tax purposes. Shares of
Merge common stock will be "qualified investments", but will be "foreign property" for Canadian income tax purposes. On February 23, 2005,
the Minister of Finance of Canada released a budget which proposes to eliminate the foreign property limits for 2005 and subsequent calendar
years. No assurance can be given that this proposal will be enacted.

For a discussion of the Canadian federal income tax consequences to holders of Cedara common shares of the transaction and owning
exchangeable shares and shares of Merge common stock received in the transaction, see "Taxation Material Canadian Federal Income Tax
Considerations" beginning on page 106.

U.S. Federal Tax Considerations for Cedara Shareholders (page 118)

For U.S. federal income tax purposes, the transactions contemplated by the plan of arrangement will be treated as a taxable exchange,
regardless of whether Merge common stock, exchangeable shares, cash or a combination thereof is received. As such, gain or loss will be
recognized for U.S. federal income tax purposes. Persons who are subject to U.S. federal income taxation on their worldwide income (generally,
U.S. citizens and residents, U.S. corporations, and certain trusts and estates), and certain other persons with sufficient contacts with the U.S., will
have to report this gain or loss on their annual U.S. income tax returns. Persons who are not in one of these categories, will not be subject to U.S.
income tax on any gain on the exchange, nor will they receive any U.S. income tax benefit from any loss on the exchange.

Canadian Tax Considerations for Canadian Holders of Cedara Options (page 116)

Generally, Canadian holders of Cedara options who received their options in connection with their employment with Cedara or a subsidiary
of Cedara will not be required to report any income or gain
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for Canadian federal income tax purposes as a result of the exchange of their Cedara options for options to acquire shares of Merge common

stock.

For a discussion of the Canadian federal income tax consequences to Cedara option holders, see "Taxation Material Canadian Federal

Income Tax Considerations" beginning on page 106.

U.S. Tax Considerations for U.S. Holders of Cedara Options (page 122)

Generally, U.S. holders of Cedara options who received their options in connection with their employment with Cedara or a subsidiary of
Cedara will not be required to report any income or gain for U.S. federal income tax purposes as a result of the exchange of their Cedara options

for options to acquire shares of Merge common stock.

For a discussion of the U.S. federal income tax consequences to Cedara option holders, see "Taxation Material U.S. Federal Income Tax

Considerations" beginning on page 118.

Per Share Equivalent Share Prices (page 170)

The table below shows the closing prices of the Merge common stock and Cedara common shares as quoted on the Nasdaq Stock Market
and the pro forma equivalent per share value of Cedara common shares at the close of the regular trading session on January 14, 2005, the last

Nasdagq trading day before the public announcement of the transaction, and
available prior to the mailing of this document.

, 2005, the most recent day for which that information was

Cedara
Share Price
Merge Cedara Pro Forma
Date Common Stock Common Share Equivalent(1)
January 14, 2005 US$ 19.55 US$ 11.35 US$ 11.48
Cdn$ 23.84(2) Cdn$ 13.83(2) Cdn$ 13.99(2)
, 2005 US$ US$ US$
Cdn$ (3)Cdn$ (3)Cdn$ 3)

ey

The pro forma equivalent per share value of Cedara shares is calculated by multiplying the Merge common stock closing price by the

0.587 exchange ratio.

€]

Using the Federal Reserve Bank of New York noon exchange rate on January 14, 2005 of US$0.82 for one Canadian dollar.

3

Using the Federal Reserve Bank of New York noon exchange rate on

24

, 2005 of US$ for one Canadian dollar.
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MERGE SELECTED HISTORICAL FINANCIAL INFORMATION

We are providing the following financial information to assist you in your analysis of the financial aspects of the transaction. We derived
the annual Merge historical financial information from the audited consolidated financial statements of Merge as of and for each of the years
ended December 31, 2000 through 2004, which are based on U.S. GAAP.

The information below is only a summary and should be read in conjunction with Merge's audited historical consolidated financial
statements and related notes contained in Merge's Annual Report on Form 10-K for the year ended December 31, 2004, which are incorporated
by reference into this document, as well as other information that has been filed with the United States Securities and Exchange Commission
(which we refer to in this document as the SEC). See "Where You Can Find More Information" beginning on page 179. The historical results
included below and elsewhere in this document are not indicative of the future performance of Merge or the combined company.

As of and for the
Year Ended December 31,

2004 2003 2002 2001 2000

(in thousands of USS$, except for share and per share data)

Statement of operations data:

Net sales $ 37,005 $ 28,677 $ 20,786 $ 15,741  $ 12,613
Operating income (loss) 9,336 7,001 3,644 1,296 (5,505)
Income (loss) before income taxes 9,805 6,899 3,708 1,358 (5,644)
Income tax expense 2,338 660 79 87 63
Net income (loss) 7,467 6,239 3,639 1,271 (5,707)
Earnings (loss) per share:
Basic $ 057 $ 053 $ 038 $ 0.17 $ (1.01)
Diluted 0.54 0.49 0.33 0.15 (1.01)
Weighted average shares
outstanding:
Basic 13,013,927 11,566,054 8,840,059 6,178,821 5,792,945
Diluted 13,827,522 12,586,900 10,383,651 7,310,731 5,792,945
Balance sheet data:
Working capital $ 31,923  $ 21,723  $ 7,822 % 2,628 $ 262
Total assets 78,943 63,895 27,246 10,056 9,526
Long-term obligations 167 159 180
Shareholders' equity 63,567 53,523 21,683 6,169 3,753
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CEDARA SELECTED HISTORICAL FINANCIAL INFORMATION

We are providing the following financial information to assist you in your analysis of the financial aspects of the transaction. The financial
information under the heading "Cedara Selected Historical Financial Information" includes historical information for Cedara as of and for each
of the years ended June 30, 2000 through 2004 and for the six (6) months ended December 31, 2003, none of which gives effect to Cedara's
October 8, 2004 acquisition of eMed. Also included under the heading "Cedara Selected Historical Financial Information" is financial
information for the six months ended December 31, 2004, which includes the combined financial information of Cedara and eMed since the date
of the acquisition. We derived the annual Cedara historical information from the audited consolidated financial statements of Cedara as of and
for each of the years ended June 30, 2000 through 2004. Cedara prepares its financial statements in accordance with Canadian generally
accepted accounting principles (which we refer to in this document as Canadian GAAP). The data as of and for the six months ended
December 31, 2003 and 2004 was derived from unaudited interim financial statements of Cedara and, in the opinion of Cedara's management,
includes all adjustments, consisting solely of normal and recurring adjustments, that are considered necessary for the fair presentation of the
results for the interim periods.

The information below is only a summary and should be read in conjunction with Cedara's audited historical consolidated financial
statements and related notes contained in Cedara's Annual Report on Form 40-F for the year ended June 30, 2004, Cedara's unaudited financial
statements and related notes contained in its reports on Form 6-K filed on November 16, 2004 and February 14, 2005, eMed's audited historical
financial statements and related notes contained in Cedara's report on Form 6-K filed January 13, 2005, all of which are incorporated by
reference into this document, as well as other information that has been filed with the SEC. See "Where You Can Find More Information"
beginning on page 179. The historical results included below and elsewhere in this document are not indicative of the future performance of
Cedara or the combined company.
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Statement of
operations data:
Net sales
Operating income
(loss) from
continuing operations
Net income (loss)
from discontinued
operations
Net income (loss)
Earnings (loss) per
share from
continuing
operations:

Basic

Diluted
Earnings (loss) per
share:

Basic

Diluted
Weighted average
shares outstanding:

Basic

Diluted
Balance sheet data:
Working capital
(deficiency)(3)
Total assets
Long-term
obligations
Long-term
obligations of
discontinued
operations
Convertible
subordinated
debentures
Shareholders' equity
(deficit)
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Selected Financial Data Adjusted for U.S. GAAP(1)
Income (loss) from continuing operations
Income from discontinued operations

As of and for the
Six Months Ended
December 31, Year Ended June 30,
2004(2) 2003(1) 2004(1) 2003(1) 2002(1) 2001(1) 2000(1)
(in thousands Cdn$, except share and per share data)
35314 $ 22,251 $ 50,386 $ 30,148 $ 45,497 $ 46,740 $ 44,121
8,082 5,578 15,566 (13,312) (3,551) (26,359) 3,335
35 5,002 (41,442) (10,003)
8,117 5,578 15,566 (13,312) 1,451 (67,801) (6,668)
026 $ 023 $ 059 $ (0.55) $ 0.17) $ (1.60) $ 0.23
0.24 0.20 0.54 (0.55) (0.17) (1.60) 0.22
026 $ 023 $ 059 $ (0.55) $ 0.07 $ (4.10) $ 0.47)
0.24 0.20 0.54 (0.55) 0.07 (4.10) 0.47)
31,440,646 24,071,507 26,295,237 24,157,621 21,365,303 16,522,465 14,238,754
33,282,965 27,548,191 29,183,507 24,157,621 21,365,303 16,522,465 14,238,754
24,645 $ (4,954) $ 53,956 $ (11,864) $ 257 % (30,170) $ 31,144
106,245 22,811 72,147 19,869 28,475 42,622 78,356
251 64 44 108 4,400
379 288
1,975 2,851 2,788
73,380 5,486 66,049 (1,853) 11,459 (9,005) 56,246
For the
Six Months Ended
December 31, Year Ended June 30,
2004 2003 2004 2003 2002
(in thousands Cdn$, except per share data)
$ 8,082 $ 4,675 $ 14,667 $ (11,914) $ (1,048)
35 5,002
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Net income (loss)
Per common share basic
Per common share diluted

ey

Cedara prepares its financial statements in accordance with Canadian GAAP. The description of the relevant differences between

For the
8,117 4,675 14,667 (11,914) 3,954
0.26 0.19 0.56 (0.49) 0.19
0.24 0.17 0.50 (0.49) 0.19

Canadian GAAP and U.S. GAAP are described in Note 22 to the audited consolidated financial statements and related notes included

in Cedara's Annual Report on Form 40-F for the year ended June 30, 2004, which is incorporated by reference into this document.

@

Included in Cedara's results of operations for the six months ended December 31, 2004 are the results of operations of eMed since its

acquisition date of October 8, 2004.

3

Includes deferred revenue of $890, $740 and $2,124 for years 2002, 2001 and 2000, respectively, that was disclosed in the financial

statements after "Current liabilities."
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SELECTED UNAUDITED PRO FORMA
COMBINED FINANCIAL INFORMATION

The unaudited pro forma combined balance sheet data is presented as if the transaction had been completed on December 31, 2004. The
unaudited pro forma combined statement of operations data for the year ended December 31, 2004 is presented as if the transaction had been
completed on January 1, 2004. The transaction will be accounted for under the purchase method of accounting.

You should read the selected unaudited pro forma combined financial information together with the "Unaudited Pro Forma Condensed
Combined Financial Information" and related notes thereto beginning on page 171 and the respective consolidated financial statements and
accompanying notes of Merge and Cedara, which are incorporated by reference into this document. The unaudited pro forma data is presented
for informational purposes only and is not necessarily indicative of what the actual combined results of operations of the combined company
would have been for the period presented, nor does this data purport to represent the results of future periods.

Cedara's consolidated financial statements are prepared in Canadian dollars and in accordance with Canadian GAAP, which differs in some
respects from U.S. GAAP. Note 22 to the consolidated financial statements in Cedara's Annual Report on Form 40-F for the year ended June 30,
2004 provides a description of the material differences between Canadian GAAP and U.S. GAAP. For purposes of presenting the selected
unaudited pro forma combined financial information, Cedara amounts were translated into U.S. dollars using the exchange rate in effect at that
time, and no adjustments were necessary to be made to Cedara's historical financial information to conform to U.S. GAAP, except as discussed
in Note 2 on page 174. Please refer to the unaudited condensed combined pro forma financial statements beginning on page 174 for descriptions
of the adjustments required to conform Cedara's financial statements to U.S. GAAP.

Year Ended December 31,
2004

(in thousands of US$,
except per share data)

Selected Pro Forma Statement of Operations Data:

Revenue $105,751
Gross Margin $ 63,428
Net income from continuing operations $ 11,499
Earnings Per Common Share Data (From Continuing
Operations):
Basic $ 037
Diluted $ 034
As of December 31,
2004
(US$ in thousands)

Selected Pro Forma Balance Sheet Data:

Cash and cash equivalents $ 33,580

Goodwill $313,550

Total assets $459,840

Total long-term liabilities $ 2271

Total shareholders' equity $431,822
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COMPARATIVE PER SHARE DATA

The following table sets forth for the shares of Merge common stock, Cedara common shares, certain historical, pro forma combined and
pro forma equivalent per share financial information. The pro forma combined and pro forma equivalent per share information gives effect to the
transaction as if the transaction had been effective at the beginning of the periods presented, in the case of the net earnings data. The pro forma
data in the table is derived from, and should be read in conjunction with, the "Unaudited Pro Forma Condensed Combined Financial
Information" and related notes thereto beginning on page 171. Merge's historical per share information is derived from the audited consolidated
financial statements for the year ended December 31, 2004 contained in Merge's Annual Report on Form 10-K for the year ended December 31,
2004, which are incorporated by reference into this document. Cedara's historical per share information is derived from the audited consolidated
financial statements for the year ended June 30, 2004 contained in Cedara's Annual Report on Form 40-F for the year ended June 30, 2004 and
the unaudited consolidated interim financial statements for the six months ended December 31, 2004 contained in Cedara's Report on Form 6-K
filed on February 14, 2005, both of which are incorporated by reference into this document.

The unaudited pro forma combined per share information does not purport to represent what the actual results of operations of the
combined company would have been had the transaction been in effect for the periods described below or to project the future results of the
combined company after the transaction. All amounts are reflected in United States dollars.

Pro Forma
Unaudited Pro Equivalent Per
Merge Cedara Forma Cedara
Per Common Share Data Historical Historical(1) Combined Share(2)
As of and for the twelve months ended December 31,
2004
Net earnings
Basic $ 057 $ 044 $ 037 $ 0.63
Diluted 0.54 0.42 0.34 0.60
Book value(3) 4.82 1.89 13.56 23.10
(D
Cedara historical information includes the results of eMed since the consummation of the acquisition on October 8, 2004.
2
The pro forma equivalent per Cedara share was calculated by dividing the unaudited pro forma combined per share data by 0.587 in
order to equate the pro forma combined amounts to the value of one Cedara common share.
3)

The unaudited pro forma combined book value per share was calculated by dividing the unaudited pro forma combined shareholders'
equity at December 31, 2004 by the total number of shares of Merge common stock outstanding at December 31, 2004 plus the
number of additional shares of Merge common stock that would have been issued to Cedara common shareholders had the transaction
been completed on December 31, 2004.

The table below presents the closing market prices for shares of Merge common stock and Cedara common shares as quoted on Nasdagq.
These prices are presented as of:

January 14, 2005, the last Nasdaq trading day before the public announcement of the execution of the merger agreement; and

, the latest practicable date before the printing of this document.
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The table also presents implied equivalent per share values for Cedara common shares by multiplying the price per share of Merge common

stock as traded on Nasdaq on the two dates by the exchange ratio of 0.587. All amounts are reflected in United States dollars.

Share Price

Equivalent
Merge Common Cedara Common (Merge Share Per
Stock Price Share Price Share of Cedara)
January 14, 2005 $ 1955 % 1135 $ 11.48

$ $ $
CEDARA SECURITYHOLDERS ARE URGED TO OBTAIN CURRENT MARKET QUOTATIONS FOR THE SHARES OF
MERGE COMMON STOCK AND FOR CEDARA COMMON SHARES BEFORE MAKING A DECISION WITH RESPECT TO
THE TRANSACTION.
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RISK FACTORS

The proposed transaction and the future performance of Merge common stock involves a number of risks, some of which could be
substantial and are inherent in Merge's and/or Cedara's business. You should carefully consider the following information about these risks,
together with the other information in this document, including the annexes to this document, and incorporated by reference in this document, in
considering the proposed transaction.

Risks Relating to the Transaction

We may be unable to integrate the operations of Merge and Cedara successfully and may not achieve the cost savings and increased
revenues anticipated for the combined company.

Achieving the anticipated benefits of the transaction will depend in part upon our ability to integrate the two companies' businesses in an
efficient and effective manner. Our attempt to integrate two companies that have previously operated independently may result in significant
challenges, and we may be unable to accomplish the integration smoothly or successfully. In particular, the necessity of coordinating
geographically dispersed organizations and addressing possible differences in corporate cultures and management philosophies may increase the
difficulties of integration. The integration will require the dedication of significant management resources, which may temporarily distract
management's attention from the day-to-day operations of the businesses of the combined company. The process of integrating operations after
the transaction could cause an interruption of, or loss of momentum in, the activities of one or more of the combined company's businesses and
the loss of key personnel. Employee uncertainty and lack of focus during the integration process may also disrupt the businesses of the combined
company. Any inability of management to integrate the operations of Merge and Cedara successfully could have a material adverse effect on the
business and financial condition of the combined company.

In addition to integrating the two companies' businesses, the combined company will need to complete the integration of eMed's business,
which was acquired by Cedara for US$48,000,000 on October 8, 2004. The combined company will also need to integrate the business of
Acculmage, which was acquired by Merge for US$6,000,000 on January 28, 2005. The management of the combined company may be
presented with significant challenges in being required to integrate the operations of four businesses at one time. There can be no assurance that
management of the combined company will be able to integrate the operations of each of the businesses successfully or that the anticipated
synergies between the companies will be realized. Moreover, the timing of synergies realized, if any, is uncertain.

Our rationale for the transaction is, in part, predicated on our ability to realize certain operating and administrative cost savings and to
increase revenues through the combination of two complementary companies. Achieving these cost savings and revenue increases is dependent
upon a number of factors, many of which are beyond our control. We may not be able to achieve the anticipated cross-selling opportunities, the
development and marketing of more comprehensive image and information management solution sets, cost savings or revenue growth. An
inability to realize the full extent of, or any of, the anticipated benefits of the transaction, as well as any delays encountered in the transition
process, could have an adverse effect upon the revenues, level of expenses, operating results and financial condition of the combined company,
which may affect the value of Merge common stock after the effective time of the transaction. See "The Transaction Merge's Reasons for the
Transaction; Recommendation of the Merge Board of Directors" and "The Transaction Cedara's Reasons for the Transaction; Recommendation
of the Cedara Board of Directors" beginning on pages 59 and 69, respectively.
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We will incur significant transaction-related and restructuring costs in connection with the transaction.

We will be obligated to pay transaction fees and other expenses related to the transaction of approximately US$7.25 million, including
financial advisors' fees, filing fees, legal and accounting fees, soliciting fees, regulatory fees and mailing costs. Furthermore, we expect to incur
significant costs associated with combining the operations of the two companies, and it will be difficult to predict the specific size of those
charges before we begin the integration process. The combined company may incur additional unanticipated costs as a consequence of
difficulties arising from our efforts to integrate the operations of the two companies. Although we expect that the elimination of duplicative
costs, as well as the realization of other efficiencies related to the integration of the businesses, can offset incremental transaction-related and
restructuring costs over time, we cannot give any assurance that this net benefit will be achieved in the near future, or at all.

Because the exchange ratio is fixed and the market price of Merge common stock may fluctuate, you cannot be certain of the dollar
value of the consideration that Cedara securityholders will receive in the transaction.

Upon completion of the transaction, each Cedara common share issued and outstanding immediately prior to the effective time of the
transaction (other than shares held by Cedara shareholders who properly exercise their dissent rights and are entitled to be paid in cash the fair
value of their Cedara common shares and shares owned by Merge or its subsidiaries) will be exchanged for 0.587 of a share of Merge common
stock or, in the case of resident Canadian shareholders, at their option, for 0.587 of an exchangeable share of ExchangeCo, which is the
economic equivalent of, and exchangeable for, a share of Merge common stock. Each option to purchase a Cedara common share will be
exchanged for a replacement option to purchase Merge common stock, using the same exchange ratio. Because the exchange ratio of 0.587 is
fixed, the value of the shares of Merge common stock issued in the transaction will depend on the price of shares of Merge common stock at the
time they are issued.

The market prices of Merge common stock and Cedara common shares when the transaction is completed may vary from and be less than
their respective market prices on the date the merger agreement was executed, on the date of this document and on the date of the Merge annual
meeting and the Cedara special meeting. See "Comparative Market Prices and Dividends" beginning on page 170 for more detailed share price
information.

These variations may be the result of various factors, including:

changes in the business, operations or prospects of Merge or Cedara;

general market and economic conditions and the outlook for market and economic conditions; and

the timing of consummation of the transaction.

The transaction will not be completed until a period of time has passed after the Merge annual meeting and the Cedara special meeting. At
the time of their respective meetings, Merge shareholders and Cedara securityholders will not know the exact value of the Merge common stock
that will be issued in connection with the transaction.

Merge shareholders and Cedara securityholders are urged to obtain current market quotations for Merge common stock and Cedara
common shares.
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The market prices of Merge common stock and Cedara common shares may be affected by different factors.

Upon completion of the transaction, the holders of Cedara common shares will become holders of Merge common stock and exchangeable
shares, the value of which will depend on the value of Merge common stock. Merge's businesses and common stock differ, in some respects,
from the businesses and common shares of Cedara, and Merge's results of operations, as well as the trading price of Merge common stock, may
be affected by factors different from those affecting Cedara's results of operations and the trading price of Cedara common shares as a separate
company. Therefore, events or circumstances that might not have caused Cedara common shares to decline in value might result in a decline in
value of Merge common stock. Moreover, events or circumstances that might have caused an increase in the value of Cedara common shares
might not result in an increase in the value of Merge common stock. For a description of the differences between Cedara common shares and
Merge common stock, see "Comparison of Shareholder Rights" beginning on page 128. For a discussion of the businesses of Merge and Cedara
and of factors to consider in connection with those businesses, see the documents incorporated by reference in this document and referred to
under "Where You Can Find More Information" beginning on page 179.

We may not be able to retain employees due to uncertainties associated with the transaction.
The success of the combined company after the transaction will depend in part upon our ability to retain key employees of both companies.
Competition for qualified personnel can be very intense. In addition, key employees may depart because of issues relating to the uncertainty and

difficulty of integration or a desire not to remain with the combined company. Accordingly, no assurance can be given that we will be able to
retain key employees to the same extent that we have been able to do so in the past.

The rights of Cedara shareholders will change when they become shareholders of Merge or ExchangeCo in connection with the
transaction.

In connection with the transaction, Cedara shareholders will receive shares of Merge common stock or exchangeable shares of ExchangeCo
exchangeable for Merge common stock. There are numerous differences between the rights of a shareholder in Cedara, a corporation
incorporated under the laws of the Province of Ontario and governed by the OBCA, and the rights of a shareholder in Merge, a Wisconsin
corporation. For a detailed discussion of these differences, see "Comparison of Shareholder Rights" beginning on page 128.

A number of directors and executive officers of the parties have interests that may have influenced their decision to pursue and approve
the transaction.

You should be aware of interests and benefits to be received by directors and executive officers of Cedara and by executive officers of
Merge when considering the recommendations of the Cedara board of directors and the Merge board of directors described in this document.
The directors and executive officers of Cedara have interests in the transaction that are different from, or in addition to, the interests of Cedara
shareholders generally. These interests include:

termination benefits pursuant to the merger agreement for Abe Schwartz and Mark Smith;

accelerated vesting of options held by some directors and executive officers of Cedara;

extended option exercise periods for options held by some directors and executive officers of Cedara; and

nomination for Merge directorship to Abe Schwartz, Peter J. Cooper and R. Ian Lennox.
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See "The Transaction Interests of Cedara Directors and Executive Officers in the Transaction" beginning on page 77.

A number of Merge officers, including all of its executive officers, have interests in the transaction that may present them with actual or
potential conflicts of interests in connection with the transaction. These interests include:

accelerated vesting of options upon certain circumstances; and

extended post-termination exercise periods for options held by such officers of Merge.
See "The Transaction Interests of Merge Officers in the Transaction" beginning on page 79.
The transaction is subject to the receipt of approvals from Nasdaq and The Toronto Stock Exchange.

A condition to the completion of the transaction is that the issuance of shares of Merge common stock to the holders of Cedara common
shares in connection with the transaction (including those issuable upon exchange of exchangeable shares and those issuable upon exercise of
replacement options) be approved for listing on Nasdaq, subject only to official notice of issuance and other customary conditions. Also, the
exchangeable shares must be approved for listing on The Toronto Stock Exchange, subject only to customary conditions. A substantial delay in
obtaining satisfactory approvals or the imposition of unfavorable terms or conditions in the approvals could have an adverse effect on the
business, financial condition or results of operations of the combined company.

Cedara shareholders who receive exchangeable shares will experience a delay in receiving shares of Merge common stock from the date
that they request an exchange, which may affect the value of the shares the holder receives in an exchange.

Cedara shareholders who receive exchangeable shares in the arrangement and later request to receive Merge common stock in exchange for
their exchangeable shares will not receive Merge common stock until 10 to 15 business days after the request is received. During this 10 to 15
business day period, the market price of Merge common stock may increase or decrease. Any such increase or decrease would affect the value of
the consideration to be received by the holder of exchangeable shares on the effective date of the exchange.

The trading prices of the exchangeable shares and Merge common stock may not reflect equivalent values.

Holders of exchangeable shares will have rights that are economically equivalent to the rights of holders of shares of Merge common stock.
The exchangeable shares will be listed on The Toronto Stock Exchange and shares of Merge common stock will continue to be listed on Nasdaq.

Because these are separate listings on different exchanges, the trading prices of the exchangeable shares on The Toronto Stock Exchange
and the Merge common stock on Nasdaq may not reflect equivalent values after taking into account the exchange rate between the Canadian
dollar and U.S. dollar. This may result in holders of exchangeable shares having to exchange their exchangeable shares for Merge common stock
in order to maximize the value of their investment prior to a sale.

If the proposed transaction is not completed, Merge and Cedara will have incurred substantial costs that may adversely affect Merge's
and Cedara's financial results and operations and the market price of Merge's common stock and Cedara's common shares.

Merge and Cedara have incurred and will continue to incur substantial costs in connection with the proposed transaction. These costs are
primarily associated with the fees of attorneys, accountants and Merge's and Cedara's financial advisors. In addition, each of Merge and Cedara

has diverted
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significant management resources in an effort to complete the transaction and is subject to restrictions contained in the merger agreement on the
conduct of its business. If the transaction is not completed, each of Merge and Cedara will have incurred significant costs, including the
diversion of management resources, for which it will have received little or no benefit.

In addition, if the transaction is not completed, Merge and Cedara may experience negative reactions from the financial markets and
Merge's and Cedara's suppliers, customers and employees. Each of these factors may adversely affect the trading price of Merge's common stock
and/or Cedara's common shares and Merge's and Cedara's financial results and operations.

Risks Relating to the Businesses of Merge, Cedara and the Combined Company
The business of the combined company will be subject to risks currently affecting the businesses of Merge and Cedara.

After the completion of the transaction, the business of the combined company, as well as the price of Merge common stock, will be subject
to numerous risks currently affecting the businesses of Merge and Cedara, including:

competition with other healthcare-related software companies;

changes in customer demand;

our ability to continue to obtain improved operating efficiencies;

our ability to continue to develop new solutions for our customers;

the general condition of the U.S. economy and the economies of other countries in which we operate;

our ability to manage any impact from slowing economic conditions or consumer spending;

war or acts of terrorism affecting the overall business climate;

changes in law, rules, regulations or industry standards to which we are subject that would require significant product
redevelopment efforts, reduce the market for or value of our products or render products obsolete and the cost of complying
with such laws, rules, regulations and industry standards, including health regulations;

unanticipated developments relating to previously disclosed lawsuits or similar matters;

changes in the costs of healthcare and other benefits provided to our employees; and

changes in the rules and regulations to which our customers are subject, particularly those affecting privacy.

For a discussion of Merge's business and Cedara's business, together with factors to consider in connection with those businesses, see Merge's
and Cedara's Annual Reports on Form 10-K and Form 40-F, respectively, for the fiscal years ended December 31, 2004 and June 30, 2004,
respectively, and Merge's and Cedara's other filings with the SEC and Canadian securities regulators that are incorporated by reference into this
document. See "Where You Can Find More Information" beginning on page 179.

There are risks associated with operations outside the United States and Canada.
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The combined company will have significant operations outside the United States and Canada. As a result, the combined company will be
subject to the risks inherent in conducting business outside the United States and Canada.
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The combined company will be exposed to significant risks related to potential adverse changes in currency exchange rates.

The combined company will be exposed to market risks resulting from changes in the currency exchange rates of the Canadian dollar and
other currencies. Although operating in local currencies may limit the impact of currency rate fluctuations on the operating results of our
non-U.S. subsidiaries and business units, fluctuations in such rates may affect the translation of these results into the combined company's
consolidated financial statements. To the extent revenues and expenses are not in the applicable local currency, the combined company may
enter into foreign currency forward contracts to hedge the currency risk. We cannot be sure, however, that the combined company's efforts at
hedging will be successful. There is always a possibility that attempts to hedge currency risks will lead to even greater losses than predicted. In
addition, because of the combined company's international operations, significant revenues and expenses will be denominated in local
currencies. Changes in exchange rates may have a significant effect on our cash flow and profitability.

The highly competitive market for the combined company's products and industry consolidation will create adverse pricing pressures.

Although both Merge and Cedara are diversified healthcare-related software companies, the markets for the majority of each company's
product categories is fragmented, and both companies have a number of competitors. The combined company will operate in these markets after
the completion of the transaction and will therefore face these market risks as well. In addition, consolidation in the markets in which Merge and
Cedara compete has in the past, and could in the future, experience increased competitive pricing pressures.

Changes in tax, healthcare or other regulations or failure to comply with existing licensing, trade and other regulations could have a
material adverse effect on the combined company's financial condition.

Merge's and Cedara's businesses are regulated by federal, state, provincial and local laws and regulations in various countries regarding
such matters as licensing requirements, trade and pricing practices, labeling, advertising, promotion and marketing practices, relationships with
distributors, healthcare matters and other matters. Failure to comply with these laws and regulations could result in the loss, revocation or
suspension of required licenses, permits or approvals. In addition, changes in tax, healthcare or any other laws or regulations which affect
Merge's and Cedara's products or their production, handling or distribution could have a material adverse effect on the combined company's
business, financial condition and results of operations.

Provisions of Wisconsin law may make an unwelcome takeover of Merge difficult.
Provisions of Wisconsin corporate law may make it difficult and expensive for a third party to pursue a tender offer, change in control or
takeover attempt that is opposed by Merge's board of directors. Public shareholders who might desire to participate in such a transaction may not

have an opportunity to do so. These anti-takeover provisions could substantially impede the ability of shareholders to benefit from a change in
control or change in Merge's board of directors. See "Comparison of Shareholders' Rights" beginning on page 128.
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FORWARD-LOOKING STATEMENTS

We have made forward-looking statements in this document, and in documents that are incorporated by reference into this document, that
are subject to risks and uncertainties. These statements are not historical facts and are based on the beliefs and assumptions of each company's
management, including expectations of financial results for the combined companies (e.g., projections regarding revenue, earnings, cash flow,
cost savings and further growth). Generally, forward-looking statements include information concerning possible or assumed future actions,
events or results of operations of Merge, Cedara or the combined company. All forward-looking statements are inherently uncertain as they are
based on various expectations and assumptions concerning future events and they are subject to numerous known and unknown risks and
uncertainties which could cause actual events or results to differ materially from those projected. In addition, the ability of Merge and Cedara to
achieve the expected revenues, accretion and synergy savings also will be affected by the effects of competition (in particular the response to the
proposed transaction in the marketplace), the effects of general economic and other factors beyond the control of Merge or Cedara, and other
risks and uncertainties described from time to time in the public filings of Merge and Cedara with the SEC and Canadian securities regulatory
authorities. Forward-looking statements include, among other things, the information in this document and in documents that are incorporated by
reference into this document, regarding:

management forecasts;

efficiencies and cost avoidance;

cost savings;

sales;

revenues;

income and margins;

earnings per share;

growth;

economies of scale;

combined operations;

the economy;

future economic performance;

conditions to, and the timetable for, completing the transaction;

future acquisitions and dispositions;

litigation;
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potential and contingent liabilities;
management's plans;
business portfolios;
taxes; and
transaction and integration-related expenses.
These statementi Tay include, or be preceded or followed by, the words "may," "will," "should," "potential," "possible," "believe,"

"expect," "anticipate," "intend," "plan," "estimate," "hope" or similar expressions. We claim the protection of the safe harbor for forward-looking
statements contained in the Private Securities Litigation Reform Act of 1995 for all forward-looking statements.

non non

Forward-looking statements are not guarantees of performance and there are no assurances that the plans, intentions or expectations upon
which forward-looking statements are based will occur. You should not place undue reliance on these forward-looking statements and any such
forward-looking statements are qualified in their entirety by reference to these cautionary statements. Merge and Cedara undertake no obligation
to publicly release the result of any revisions to these forward-looking statements that may be made to reflect any future event or circumstances.
You should understand that the following important factors, in addition to those discussed in "Risk Factors" above and elsewhere in this
document, and in the documents that are incorporated by reference into this document, could affect the future results of Merge, Cedara and the
combined company after the completion of the
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transaction and could cause those results or other outcomes to differ materially from those expressed or implied in our forward-looking
statements:

the ability of Merge and Cedara to integrate their operations successfully;

the receipt of court, regulatory and shareholder/securityholder approvals without unexpected delays or conditions;

the timing of the integration of Merge and Cedara to achieve enhanced earnings or effect cost savings;

the effect of economic and political conditions on a regional, national or international basis;

the effect of inflation, slowing economic conditions or consumer spending or changes in currency exchange rates and
changes in interest rates;

the effect of changes in laws, rules, regulations and industry standards, including changes in accounting standards, trade, tax,
price controls and other regulatory matters, which may require significant product redevelopment efforts, reduce the market
for or value of its products, or render products obsolete;

the performance of the combined company;

the ability to implement comprehensive plans for asset rationalization;

the financial resources of, and products available to, the combined company's competitors;

competitive pressures in the healthcare information technology industry;

the continued growth at rates approximating recent levels for imaging information systems and other product markets;

the ability to secure and defend intellectual property rights in the context of a rapidly developing legal framework for
expansive software patent protection and, when appropriate, license required technology;

the successful integration of the information technology systems and elimination of duplicative overhead and information
technology costs without unexpected costs or delays;

customers' budgetary constraints;

customer changes in short-range and long-range plans;

the ability to gain customer acceptance of the combined company's comprehensive product offering and technologies;

product performance and customer expectations;
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the ability to generate cash flow or obtain financing to fund growth;

the retention of existing, and continued attraction of additional customers;

the retention of key employees, and the recruitment of additional key employees;

the effect of a material breach of security of any of Merge's or Cedara's systems;

the possibility of future terrorist activities or the possibility of a future escalation of hostilities in the Middle East or
elsewhere;

catastrophic events that could impact Merge, Cedara or its major customers' operating facilities, communication systems and
technology or that have a material negative impact on current economic conditions or levels of consumer spending;
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adverse outcomes of litigation; and

opportunities that may be presented to and pursued by the combined company following the transaction.

Because forward-looking statements are subject to assumptions and uncertainties, actual results may differ materially from those expressed
or implied by such forward-looking statements. You are cautioned not to place undue reliance on such statements, which speak only as of the
date of this document or the date of any document incorporated by reference into this document.

All subsequent written and oral forward-looking statements concerning the transaction or other matters addressed in this document and
attributable to Merge or Cedara or any person acting on either company's behalf are expressly qualified in their entirety by the cautionary
statements contained or referred to in this section. Except to the extent required by applicable law or regulation, neither Merge nor Cedara
undertakes any obligation to release any revisions to such forward-looking statements to reflect events or circumstances after the date of this
document or to reflect the occurrence of unanticipated events.
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INFORMATION ABOUT THE COMPANIES

Merge Technologies Incorporated
1126 South 70th Street

Milwaukee, Wisconsin 53214-3151
(414) 977-4000

Internet address: www.merge.com

Merge Technologies Incorporated is a global healthcare software and services company focused on accelerating the productivity of imaging
centers, hospitals and clinics. Merge was founded in 1987 and has built a reputation as a global company that enabled the transformation of
legacy radiology (film-based) images into modern (film-less) digitized images for distribution and diagnostic interpretation. Merge acquired
eFilm Medical, Inc. ("eFilm") in June 2002 and began doing business under the name of Merge eFilm in order to leverage eFilm's international
name recognition for diagnostic medical image workstation software, with thousands of users worldwide.

Merge's products fall into three distinct categories: diagnostic imaging workflow software applications, connectivity and component
solutions and professional services. Its diagnostic imaging workflow applications are commonly categorized as picture archiving and
communication systems ("PACS") and radiology information systems ("RIS"). Merge believes that the combination of PACS and RIS define the
breadth and depth of integrated diagnostic imaging workflow, with the added value of enterprise image and information access.

Merge's products fuse business and clinical workflow by intelligently managing and distributing diagnostic images and information
throughout the healthcare enterprise. Merge believes that utilizing Merge's products, its customers enhance the quality of healthcare provided to
patients because they improve radiology workflow efficiencies, improving clinical decision-making processes. In addition, Merge's products
reduce the film, paper and labor costs involved in managing and distributing medical images and information, thereby contributing to the
profitability of its customers' businesses.

Merge has consistently maintained a commitment to industry standards designed to benefit both healthcare providers and technology
vendors. Hospital radiology departments, diagnostic imaging centers, specialty clinics and their patients benefit from Merge's workflow
solutions in a variety of ways including:

Accelerated productivity gained by utilizing a single integrated software solution for all mission-critical business and clinical
workflow tools designed to automate operations, including digital dictation, billing, registration and scheduling, productivity
analysis, image and report management and storage and distribution.

Increased accuracy through real-time patient demographics matching across all business and clinical workflow tools.

More accountability and convenience in working with one vendor that develops, installs and supports the entire spectrum of
radiology workflow tools and integration services.

The creation of permanent electronic archives of diagnostic-quality images to enable the retrieval of prior and current images
and reports.

Modular, flexible and cost effective systems that grow in conjunction with the growth of the imaging center, hospital or
clinic.

Networking of multiple image producing and image using devices to eliminate redundancies and reduce the need for capital
equipment expenditures.
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Merge's original equipment manufacturers and value-added reseller partners utilize Merge's connectivity, workflow and professional
services, benefiting from them in a number of ways, including:

Using Merge's solutions to enhance the workflow of their solutions, expanding the depth and breadth of the digital solutions
and product lines they offer their particular target market.

Speeding the time to market in the development of new solutions.

Transitioning their product portfolios from film and paper based products to digital solutions.

Leveraging Merge's technical and deployment skills, allowing Merge's partners to focus on their core product competencies.

In addition, Merge's value-added reseller partners market Merge's workflow solutions in international markets, where language and local
representation are key to building long term relationships with customers and generating revenues.

Cedara Software Corp.

6509 Airport Road
Mississauga, Ontario L4V 157
Canada

(905) 672-2100

Internet address: www.cedara.com

Established in 1982, Cedara Software Corp. is a leading independent provider of medical technologies used worldwide by key medical
device manufacturers, healthcare information technology companies, hospitals, imaging centers and medical clinics.

Many of Cedara' s innovative medical technologies are sold through major healthcare device manufacturers and information technology
providers, including GE, Siemens, Philips, Toshiba, Hitachi and Cerner. Cedara also has one of the largest radiology group, mid-sized hospital
and imaging center customer bases in the United States as a result of the acquisition of eMed Technologies Corporation, a privately-held
provider of picture archiving and communications systems (PACS) and web-based medical imaging radiology solutions, completed on
October 8, 2004.

Cedara's advanced medical imaging technologies are used in all aspects of clinical workflow including:

The operator consoles of many medical imaging devices.

PACS.

Sophisticated clinical applications that further analyze and manipulate images.

The use of imaging in computer-assisted therapy.

Its expertise and technologies span the major digital imaging modalities and related subspecialties, including magnetic resonance imaging
(MRI), computed tomography (CT), positron emission tomography (PET), nuclear medicine, digital X-ray, ultrasound, mammography,
cardiology, angiography, and fluoroscopy.

Cedara also develops and licenses its software technology and through its Technology Partnership Program, Cedara provides support and
assistance to technology partners such as hospitals, research institutions, medical universities, start-up companies, doctors and inventors, by
providing them access to the Cedara's research laboratory, marketing department and global sales channel.

eMed, now a wholly-owned subsidiary of Cedara, has a sizable installed base of hospitals and imaging centers across the United States. The
integration of eMed into Cedara's business provides an
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opportunity for the eMed sales force to promote Cedara's clinical applications and image management technologies while Cedara uses its
extensive global channel to promote eMed solutions worldwide. The eMed acquisition has provided Cedara with an opportunity to capture
greater market share and develop better product capabilities by leveraging the strengths of two leading solution providers in the medical
information management market.

Merge Cedara ExchangeCo Limited
199 Bay Street

Commerce Court West

Suite 2800

Toronto, Ontario

Canada M5L 1A9

Merge Cedara ExchangeCo Limited, formerly named Corrida, Ltd., is a newly incorporated indirect wholly-owned Canadian subsidiary of
Merge. It will be issuing the exchangeable shares in connection with the proposed transaction.

Merge Technologies Holdings Co.
Summit Place

1601 Lower Water Street

P.O. Box 730

Halifax, Nova Scotia

Canada B3J 2V1

Merge Technologies Holdings Co. is a wholly-owned subsidiary of Merge and is referred to in this document as "Merge Holdings." Merge

Holdings is an unlimited liability company incorporated under the Companies Act (Nova Scotia) on September 1, 1999. Merge Holdings will
hold certain call rights related to the exchangeable shares. Following the effective date of the transaction, Merge Holdings will not carry on any
business except in connection with its role with respect to exchangeable shares issued in connection with the transaction.
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THE MERGE ANNUAL MEETING

The Merge board of directors is using this document to solicit proxies from the holders of Merge common stock for use at the annual
meeting of Merge shareholders to be held on , 2005.

Date, Time and Place
The Merge annual meeting of shareholders will be held on , 2005 at , local time at [ 1.
Purpose of the Annual Meeting

The purpose of the Merge annual meeting is:

to consider and vote on the Merge share issuance proposal;

2.
to consider and vote on the Merge articles of amendment proposal;
3.
to consider and vote on the Merge equity incentive plan proposal;
4.
to consider and vote on the election of eight (8) individuals to the Merge board of directors; and
5.

to transact any other business that may properly come before the meeting.

Copies of the merger agreement, the plan of arrangement, the proposed amendment to Merge's articles of incorporation and the proposed
amended and restated equity incentive plan are attached to this document as Annexes A, B, C and D, respectively. Merge shareholders should
review all of the attached documents and this document carefully and in their entirety before deciding how to vote.

The rules of Nasdaq require that a listed issuer obtain the consent of its shareholders prior to completing any transaction that would result in
the issuance of more than 20% of the issuer's outstanding common stock. If the transaction is completed and assuming the exchange of all
exchangeable shares issued in the transaction, Merge will issue shares of common stock representing, in the aggregate, in excess of 20% of its
outstanding shares of common stock. If Merge were to complete the transaction without shareholder approval of the share issuance proposal,
shares of Merge common stock could not remain listed on Nasdaq. In addition, shareholder approval of each of the Merge proposals other than
the Merge election of directors proposal is a condition to the obligations of the parties to consummate the transaction. See "The Merger
Agreement Conditions to Completion of the Transaction," beginning on page 101.

Record Date

The Merge board of directors has fixed the close of business on , 2005 as the record date for determining shareholders
entitled to notice of and to vote at the Merge annual meeting.

Outstanding Shares

As of , 2005, the record date for the Merge annual meeting, there were shares of Merge common stock outstanding and
entitled to vote.

Shareholders Entitled to Vote

Only holders of record of Merge common stock as of the close of business on the record date, , 2005, are entitled to vote
such shares at the Merge annual meeting. Each such shareholder is entitled to one vote at the Merge annual meeting for each share of Merge
common stock held by that shareholder at the close of business on the record date.
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Vote Required

In order to approve each of the Merge share issuance proposal, the Merge articles of amendment proposal and the Merge equity incentive
plan proposal, a majority of the shares of Merge common stock present in person or represented by proxy at the Merge annual meeting and
entitled to vote must vote in favor of such proposal.

With respect to the Merge election of directors proposal, the eight (8) individuals receiving the highest vote totals of the shares of Merge
common stock at the Merge annual meeting shall be elected as directors of Merge. A majority of the outstanding shares of Merge common stock
entitled to vote at the Merge annual meeting, present in person or represented by proxy, will constitute a quorum for the transaction of any other
business at the Merge annual meeting.

A failure to vote by proxy or in person, although not constituting a vote for or against the approval of the Merge proposals, will reduce the
aggregate number of shares voting at the Merge annual meeting and will reduce the number of shares of Merge common stock required to
approve the Merge share issuance proposal, the Merge articles of amendment proposal and the Merge equity incentive plan proposal. The
Merge board of directors urges Merge shareholders to complete, date and sign the accompanying proxy card and return it promptly in
the enclosed postage-paid envelope.

Although Merge shareholders are not being asked to vote on the arrangement resolution, approval of each of the Merge share
issuance proposal, the Merge articles of amendment proposal and the Merge equity incentive plan proposal is necessary in order to
complete the transaction.

Recommendation of Merge Board of Directors

The Merge board of directors recommends that Merge shareholders vote '""FOR' approval of the Merge share issuance proposal, "FOR"'

approval of the Merge articles of amendment proposal, "FOR" approval of the Merge equity incentive plan proposal and "FOR" the election
to the board of directors of each of the individual nominees named in connection with the election of directors proposal.

Shares Beneficially Owned by Merge Directors and Executive Officers

Merge directors and executive officers beneficially owned  shares of Merge common stock on the record date, including options to
purchase shares of Merge common stock exercisable within 60 days after the record date. These shares represent, in the aggregate, % of the
total voting power of Merge's outstanding shares of common stock entitled to vote at the Merge annual meeting.

For more information regarding beneficial ownership of shares of Merge common stock by each current Merge director, certain executive
officers of Merge and all directors and executive officers of Merge as a group, see "Security Ownership of Certain Beneficial Owners and
Management Merge" beginning on page 124.

Quorum, Abstentions and Broker Non-Votes

A quorum of shareholders is necessary to hold a valid meeting. The presence in person or representation by proxy at any meeting of Merge
shareholders of a majority of the outstanding shares of Merge common stock entitled to vote at the meeting constitutes a quorum. If a quorum is
not present, the Merge annual meeting may be postponed or adjourned, without notice other than announcement at the annual meeting, until a
quorum is present or represented. At any subsequent reconvening of the Merge annual meeting, all proxies will be voted in the same manner as
the proxies would have been voted at the original convening of the Merge annual meeting, except for any proxies that have been effectively
revoked or withdrawn prior to the subsequent meeting.
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Abstentions count as present for establishing a quorum. If any Merge shareholder submits a proxy that indicates an abstention from voting
in all matters, that shareholder's shares will be counted as present in determining the existence of a quorum at the Merge annual meeting, but
they will not be voted on any matter at the Merge annual meeting. Abstentions are included in determining the number of shares voted on the
proposals submitted to shareholders, however, and will therefore have the same effect as a vote against such proposals.

Under Wisconsin law, broker non-votes are counted for purposes of determining whether a quorum is present at the annual meeting, but are
not counted for purposes of determining whether a proposal has been approved. A broker non-vote occurs on an item when a broker does not
have discretionary voting authority to vote on a proposal and has not received instructions from the beneficial owner of the shares as to how to
vote on the proposal.

Voting by Proxy

Your vote is very important. Whether or not you plan to attend the Merge annual meeting, please take the time to vote by completing and
mailing the enclosed proxy card according to the instructions on the proxy card. A signed and completed proxy card received by Merge prior to
or at the Merge annual meeting will be voted as instructed. If your broker or other nominee holds your shares in its name, carefully follow the
instructions given to you by your broker or other intermediary to ensure that your shares are properly voted.

Proxies without Instructions

If a proxy card is signed and dated by an Merge shareholder but does not include instructions on how to vote, the proxy will follow the
respective Merge board of director recommendations and vote the shares represented by the proxy card as follows:

"FOR" approval of the Merge share issuance proposal;

"FOR" approval of the Merge articles of amendment proposal;

"FOR" approval of the Merge equity incentive plan proposal;

"FOR" the election to the Merge board of directors of each of the individuals nominated for election; and

"FOR" any proposal by the Merge board of directors to adjourn the Merge annual meeting.
Broker Instructions

Under Nasdagq rules, if your broker holds your shares in its name, your broker may not vote your shares on the Merge share issuance
proposal, the Merge articles of amendment proposal or the Merge equity incentive plan proposal, absent instructions from you. If you are the
beneficial owner of shares held in street name by a broker, please give instructions to your broker on how to vote your shares. Without voting
instructions from you, a broker non-vote will occur.

Solicitation of Proxies

This document is being furnished in connection with the solicitation of proxies by the Merge board of directors for use at the Merge annual
meeting on , 2005. Merge will pay the costs of soliciting proxies from Merge shareholders. In addition to sending this document
and accompanying proxy card by mail, Merge directors, officers or employees may solicit proxies in person, by telephone or by electronic
transmission. Merge does not reimburse its directors, officers or employees for soliciting proxies. Merge also reimburses brokers and other
nominees for their expenses in sending these materials to and obtaining voting instructions from their principals.

45

67



Edgar Filing: MERGE TECHNOLOGIES INC - Form PREM14A

The extent to which these proxy-soliciting efforts will be necessary depends entirely upon how promptly proxies are submitted. You should
submit your proxy without delay.

Return of Proxies

You may return your proxy card by mail. Complete, sign and date the enclosed proxy card and return it in the enclosed postage paid return
envelope as soon as possible, but no later than , 2005, to the office of Merge's transfer agent at American Stock Transfer & Trust
Company, 59 Maiden Lane, New York, New York 10038, Attention: Merge Technologies Incorporated Annual Meeting.

If your shares of Merge common stock are held in "street name," you may vote in person if you obtain a broker's proxy card in your name
from your broker or other nominee and evidence of your stock ownership from your broker or other nominee. Please contact your broker or
other nominee to determine how to vote by mail.

Revocation of Proxies

A Merge shareholder can change such shareholder's vote at any time before such shareholder's proxy is voted at the Merge annual meeting.
A Merge shareholder may revoke such shareholder's proxy in several ways:

by sending a written notice stating that such shareholder would like to revoke such shareholder's proxy to the secretary of
Merge;

by completing and submitting a later-dated proxy card by mail; or

by attending the Merge annual meeting and voting in person. Attendance at the Merge annual meeting alone will not revoke
a proxy. The Merge shareholder must also vote at the Merge annual meeting in order to revoke the previously submitted
proxy.

Merge shareholders whose shares are held in street name must contact their brokers to revoke their proxies.

Dissenters' Appraisal Rights

Under the Wisconsin corporate law, holders of shares of Merge common stock will not be entitled to demand appraisal of, or to receive
payment for, their shares of Merge common stock in connection with the actions to be taken at the Merge annual meeting.

Other Matters

Merge does not expect that any matters other than the Merge share issuance proposal, the Merge articles of amendment proposal, the Merge
equity incentive plan proposal and the Merge election of directors proposal will be raised at the Merge annual meeting. However, if other
matters are properly raised at the Merge annual meeting, the persons named as proxies will vote in accordance with the recommendations of the
Merge board of directors.

Presence of Accountants

Representatives of KPMG LLP, Merge's independent public accountants, are expected to attend the Merge annual meeting and will have an
opportunity to make a statement if they desire to do so. Such representatives are also expected to be available to respond to appropriate
questions.
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Merge Shareholder Account Maintenance

Merge's transfer agent is American Stock Transfer & Trust Company. All communications concerning accounts of Merge shareholders of
record, including address changes, name changes, inquiries as to requirements to transfer common stock and similar issues may be handled by
calling American Stock Transfer & Trust Company toll-free, at (877) 777-0800, ext. 6820 or by writing to American Stock Transfer & Trust
Company, at 59 Maiden Lane, New York, New York 10038, Attention: Merge Technologies Incorporated Annual Meeting. For other
information about Merge, you may visit Merge's web site at www.merge.com.
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THE CEDARA SPECIAL MEETING

Cedara management is using this document to solicit proxies from Cedara securityholders for use at the special meeting of Cedara
securityholders to be held on ,2005.

Date, Time and Place

The Cedara special meeting of securityholders will be held on , 2005 at [a.m./p.m.] (local time) at [ , Toronto,
Ontario.]

Purpose of the Special Meeting

The purpose of the Cedara special meeting is:
for shareholders and option holders to consider pursuant to an interim order of the Ontario Superior Court of Justice
dated , 2005 and, if deemed advisable, to pass, with or without variation, a special resolution to approve an

arrangement under Section 182 of the OBCA involving the indirect acquisition by Merge of all the outstanding common
shares of Cedara, the full text of which is set forth in Annex E hereof; and

for shareholders to transact any other business as may properly come before the Cedara special meeting or any adjournment
or postponement of the Cedara special meeting.

Copies of the arrangement resolution, the merger agreement and the form of plan of arrangement are attached to this document as Annexes
E, A and B, respectively. Certain other documents referred to in the merger agreement and attached thereto are also attached as annexes to this
document. Cedara securityholders are encouraged to review the arrangement resolution, the merger agreement and related exhibits, the form of
plan of arrangement and this document carefully and in their entirety before deciding how to vote.

Record Date

Pursuant to the interim order issued by the Ontario Superior Court of Justice, the record date for determining the Cedara securityholders
entitled to notice of and to vote at the Cedara special meeting is , 2005.

Qutstanding Securities

As of the record date for the Cedara special meeting, [31,842,973] Cedara common shares were outstanding and options to purchase
[3,451,517] Cedara common shares were outstanding.

Securityholders Entitled to Vote

Holders of record of Cedara common shares or options at the close of business on the record date for the Cedara special meeting will be
entitled to vote at the Cedara special meeting.

Voting rights are as follows:

each holder of Cedara common shares outstanding as of the record date is entitled to one vote per share held on all matters to
come before the Cedara special meeting, including the arrangement resolution; and

each holder of Cedara options as of the record date is entitled to one vote on the arrangement resolution for each Cedara
common share that would be received on a valid exercise of that holder's Cedara options regardless of whether they are
presently exercisable as of the record date.

70



Edgar Filing: MERGE TECHNOLOGIES INC - Form PREM14A

48

71



Edgar Filing: MERGE TECHNOLOGIES INC - Form PREM14A

Vote Required

In accordance with the interim order issued by the Ontario Superior Court of Justice, in order to approve the arrangement resolution, at least
two-thirds of the votes cast, in person or represented by proxy, on the arrangement resolution at the Cedara special meeting by Cedara
shareholders and option holders, voting together as a single class, and a simple majority of the votes cast, in person or represented by proxy, by
holders of Cedara common shares, excluding Cedara options, must be in favor of the arrangement resolution.

Cedara's management urges shareholders to complete, date and sign the accompanying proxy form or forms and return it or them promptly
in the enclosed postage-paid envelope. Your vote is important approval of the arrangement resolution is necessary in order to complete the
transaction.

Recommendation of the Cedara Board of Directors

The Cedara board of directors recommends that Cedara securityholders vote "FOR'" approval of the resolution set out in Annex E
attached to this document to approve the arrangement under Section 182 of the OBCA.

In considering the recommendation of the Cedara board of directors regarding the arrangement resolution, Cedara shareholders should be
aware that some Cedara directors and executive officers have interests in the transaction that may be different from, or in addition to, the
interests of Cedara shareholders generally. For more information about these interests, see "The Transaction Interests of Cedara Directors and
Executive Officers in the Transaction" beginning on page 77.

Securities Beneficially Owned by Principal Holders and Cedara Directors and Executive Officers

To the knowledge of Cedara management, as of the record date there is no shareholder that owned beneficially, or exercised control or
direction over, more than 10% of the total outstanding Cedara common shares.

On the record date, , 2005, directors and executive officers of Cedara and their affiliates beneficially owned and had the right
to vote [484,428] Cedara common shares and options to purchase [1,928,506] Cedara common shares. These securities represent, in the

aggregate, approximately [7.6]% of the total voting power of Cedara's outstanding securities entitled to vote on the arrangement resolution at the
Cedara special meeting. Although none of the members of the board of directors of Cedara or its executive officers has executed voting
agreements, based solely on discussions with its board of directors and executive officers, to Cedara's knowledge, the directors and executive
officers of Cedara and their affiliates intend to vote their Cedara securities in favor of the arrangement resolution.

For more information regarding beneficial ownership of Cedara securities by each current Cedara director, certain executive officers of
Cedara and all directors and executive officers of Cedara as a group, see "Security Ownership of Certain Beneficial Owners and
Management Cedara" beginning on page 125.

Quorum

A quorum of shareholders is necessary to hold a valid meeting. Under Cedara's bylaws, persons representing at least one third of the
outstanding voting shares of Cedara must be present in person or represented by proxy to constitute a quorum for the transaction of business at
the Cedara special meeting. Under the OBCA, if a quorum is not present, the Cedara special meeting may be adjourned to a fixed time and
place.
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Non-Registered Shareholders

Holders of Cedara common shares who do not hold their Cedara common shares in their own name (to whom we refer in this document as
non-registered shareholders) should note that only proxies deposited by holders of Cedara common shares whose names appear on the records of
Cedara as the registered holders of Cedara common shares can be recognized and acted upon at the Cedara special meeting. If Cedara common
shares are listed in an account statement provided to a shareholder by a broker or other intermediary, then in almost all cases those Cedara
common shares will not be registered under the name of the holder on the records of Cedara. Such Cedara common shares will more likely be
registered under the name of the non-registered shareholder's broker or other intermediary or an agent or nominee of that broker or other
intermediary. Cedara common shares held by brokers, other intermediaries or agents or nominees of brokers or other intermediaries can only be
voted (for or against any resolution) or withheld from voting upon the instructions of the non-registered shareholder. Without specific
instructions, brokers, other intermediaries and agents or nominees of brokers and other intermediaries are prohibited from voting Cedara
common shares for their clients.

National Instrument 54-101 adopted by the Canadian securities administrators entitled "Communication with Beneficial Owners of
Securities of a Reporting Issuer" requires brokers and other intermediaries to seek voting instructions from non-registered shareholders in
advance of the Cedara special meeting. Every broker and intermediary has its own mailing procedures and provides its own return instructions,
which should be carefully followed by non-registered shareholders in order to ensure that their Cedara common shares are voted at the Cedara
special meeting. The voting instructions form or proxy supplied to a non-registered shareholder by or on behalf of the non-registered
shareholder's broker or other intermediary is limited to instructing the broker or other intermediary on how to vote on behalf of the
non-registered shareholder. A non-registered shareholder receiving a voting instruction form or proxy from a broker, other intermediary or an
agent or nominee of a broker or other intermediary cannot use that document to vote Cedara common shares directly at the Cedara special
meeting. Instead, the proxy must be returned to the broker or other intermediary pursuant to the instructions accompanying it well in advance of
the deadline for the receipt of proxies in order to have such Cedara common shares voted.

Voting by Proxy

The management of Cedara is soliciting proxies for use at the Cedara special meeting and has designated the individuals listed on
the enclosed form of proxy, who are officers of Cedara, as persons whom Cedara securityholders may appoint as their proxyholders. If
you are a Cedara securityholder and wish to appoint an individual not listed on the enclosed form of proxy to represent you at the
Cedara special meeting, you may do so either by crossing out the names on the enclosed form of proxy and inserting the name of that
other individual in the blank space provided on the enclosed form of proxy or by completing another acceptable form of proxy. A proxy
nominee need not be a Cedara securityholder. If the Cedara securityholder is a corporation, it must execute the proxy by an officer or
properly appointed attorney.

Each form of proxy accompanying this document confers discretionary authority upon the proxy nominees named in the form of
proxy with respect to any amendments or variations as to the matter identified in the notice of the Cedara special meeting and any other
matter that may properly come before the Cedara special meeting or any adjournment or postponement thereof. As of the date of this
document, Cedara's management is not aware of any such amendments or variations or of other matters to be presented for action at
the Cedara special meeting.

If a proxy is signed and returned, the securities represented by the proxy will be voted in accordance with those instructions marked on the
proxy. If no instructions are marked, the securities
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represented by the proxy will be voted "FOR'' the arrangement resolution and at the proxy holder's discretion with respect to
amendments or variations of the matters described in the Cedara notice of special meeting and any other matter which may properly
come before the Cedara special meeting or any adjournment or postponement thereof.

Securityholders who do not expect to attend the Cedara special meeting in person are requested to complete, sign, date and return the
enclosed form of proxy in the enclosed addressed envelope to Cedara Incorporated, c/o Computershare Trust Company of Canada, 9th Floor,
100 University Avenue, Toronto, Ontario M5J 2Y1, Canada. The form of proxy must be received by no later than [a.m./p.m.] (Eastern
Time) on , 2005, or in the event the Cedara special meeting is adjourned or postponed, by no later than [a.m./p.m.]
(Eastern Time) on the date fixed for the adjourned or postponed special meeting.

There are two forms of proxy: a [yellow] proxy applicable to holders of Cedara common shares and a [green] proxy applicable to holders
of Cedara options. If you have received the wrong form of proxy, please contact Computershare Trust Company of Canada for the correct form
at the address and phone number provided below under "Solicitation of Proxies."

Revocation of Proxies

A registered holder of Cedara common shares or a holder of Cedara options executing the enclosed form of proxy has the power to revoke
it

by attending the Cedara special meeting and voting in person. To do so, complete and sign the enclosed proxy card and bring
evidence of your common share or option ownership with you to the Cedara special meeting. The shareholder's attendance at
the Cedara special meeting alone will not revoke the shareholder's proxy. The shareholder must also vote at the Cedara
special meeting in order to revoke the shareholder's previously submitted proxy;

by written notice stating that the shareholder would like to revoke the shareholder's proxy, signed by the shareholder or the
shareholder's attorney authorized in writing or, where the shareholder is a corporation, by a duly authorized officer or
attorney of the corporation. The written notice of revocation must be delivered to Cedara at the address specified below no
later than [a.m./p.m.] (Eastern Time) on , 2005 or, in the event that the Cedara special meeting is
adjourned or postponed, by no later than [a.m./p.m.] (Eastern Time) on the date fixed for the adjourned or postponed
special meeting, or be delivered to the chairman of the Cedara special meeting at the Cedara special meeting; or

by completing and submitting a new, later-dated proxy form by mail to the address specified below no later than
[a.m./p.m.] (Eastern Time) on , 2005.
Securityholders should send any notice of revocation to Cedara at the following address:

Cedara Software Corp.
6509 Airport Road
Mississauga, Ontario

L4V 157

Attention: Secretary

(905) 671-7972 (facsimile)

Securityholders should send any completed new proxy form to Cedara at the following address:

Cedara Software Corp.

c/o Computershare Trust Company of Canada
9th Floor, 100 University Avenue

Toronto, Ontario M5J 2Y 1, Canada
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A proxy may also be revoked in any other manner permitted by law. Cedara shareholders whose shares are held in "street name" must
contact their brokers or other intermediaries and follow the instructions provided to them in order to revoke their proxies.

Solicitation of Proxies

This document is being furnished in connection with the solicitation of proxies by the management of Cedara for use at the Cedara
special meeting on , 2005. Cedara will pay the costs of soliciting proxies from Cedara securityholders. In addition to sending this
document and accompanying proxy form by mail, Cedara directors, officers or employees may solicit proxies in person, by telephone or by
electronic transmission. Cedara does not reimburse its directors, officers or employees for soliciting proxies. Cedara reimburses brokers and
other intermediaries for their expenses in sending these materials to and obtaining voting instructions from their principals.

The extent to which these proxy soliciting efforts will be necessary depends entirely upon how promptly proxies are submitted. You should
submit your proxy without delay.

If you have received the wrong form of proxy, please contact Computershare Trust Company of Canada for the correct form at the
following address and phone number:

Computershare Trust Company of Canada
9th Floor, 100 University Avenue
Toronto, Ontario MJ5 2Y1, Canada

(800) 564-6253

Dissent Rights

Pursuant to the interim order issued by the Ontario Superior Court of Justice, registered holders of Cedara common shares have been
granted the right to dissent with respect to the arrangement resolution.

If the arrangement becomes effective, a registered holder of Cedara common shares who properly dissents will be entitled to be paid the fair
value of such holder's Cedara common shares by ExchangeCo, a subsidiary of Merge. This right to dissent is described in this document and in
the plan of arrangement, which is attached to this document as Annex B, and in Section 185 of the OBCA, which is attached to this document as
Annex G. The dissent procedures require that a registered holder of Cedara common shares who wishes to dissent must provide to Cedara
Software Corp., 6509 Airport Road, Mississauga, Ontario, L4V 1S7, Attention: Secretary, a dissent notice prior to 5:00 p.m. (Eastern Time) on
the last business day immediately preceding the Cedara special meeting (or any adjournment or postponement of the Cedara special meeting). It
is important that holders of Cedara common shares strictly comply with this requirement, which is different from the statutory dissent
procedures under the OBCA that would permit a dissent notice to be provided at or any time prior to the Cedara special meeting. Failure to
comply strictly with the dissent procedures may result in the loss or unavailability of any right of dissent. See "The Transaction Dissenting
Shareholder Rights" beginning on page 74.

Other Matters

Cedara does not expect that any matter other than the arrangement resolution will be raised at the Cedara special meeting. If, however,
other matters are properly raised at the Cedara special meeting, the persons named as proxies will vote in accordance with the recommendations
of the Cedara board of directors.
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Presence of Accountants

Representatives of KPMG LLP, Cedara's independent accountants, are expected to attend the Cedara special meeting and will have an
opportunity to make a statement if they desire to do so. Such representatives are also expected to be available to respond to appropriate
questions.

Cedara Shareholder Account Maintenance

Cedara's transfer agent is Computershare Trust Company of Canada. All communications concerning accounts of Cedara shareholders of
record, including address changes, name changes, inquiries as to requirements to transfer common shares and similar issues can be handled by
calling Computershare Trust Company of Canada, toll-free, at (800) 564-6253 or by writing to Computershare Trust Company of Canada at
9th Floor, 100 University Avenue, Toronto, Ontario MJ5 2Y1, Canada. For other information about Cedara, shareholders may visit Cedara's web
site at www.cedara.com.
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THE TRANSACTION

The following discussion contains material information pertaining to the transaction, including the merger agreement and the plan of
arrangement. This discussion is subject, and qualified in its entirety by reference, to the merger agreement and plan of arrangement, which are
attached to this document as Annex A and Annex B, respectively. We urge you to read and review the merger agreement and plan of
arrangement in their entirety as well as the discussion in this document.

General

This section provides material information about the combination of Merge and Cedara and the circumstances surrounding the transaction.
The next sections of this document, entitled "Transaction Mechanics" and "The Merger Agreement" beginning on page 80 and 97, respectively,
contain additional and more detailed information regarding the legal documents that govern the transaction, including information about the
conditions to completion of the transaction and the provisions for terminating the merger agreement.

Both the Merge board of directors and the Cedara board of directors have approved the merger agreement. The merger agreement and the
plan of arrangement provide that Merge, indirectly through its Canadian subsidiaries (which we refer to in this document as ExchangeCo and
Merge Holdings) will acquire all of the outstanding Cedara common shares (other than those held by Cedara shareholders who properly exercise
their dissent rights and are entitled to be paid the fair value of their Cedara common shares and those held by Merge and its affiliates), subject to,
among other things:

approval of the Merge share issuance proposal, the Merge articles of amendment proposal and the Merge equity incentive
plan proposal by Merge shareholders;

approval of the arrangement resolution by Cedara securityholders; and

approval of the plan of arrangement by the Ontario Superior Court of Justice.

As a consequence of the transaction, Cedara will become an indirect, controlled subsidiary of Merge. Pursuant to the transaction, Merge
will, through ExchangeCo and Merge Holdings, acquire all of the outstanding common shares of Cedara (other than those held by Cedara
shareholders who properly exercise their dissent rights and are entitled to be paid the fair value of their Cedara common shares and those held by
Merge or its affiliates), and Cedara shareholders (other than those who properly exercise their dissent rights and are entitled to be paid the fair
value of their Cedara common shares, and Merge and its affiliates) will receive for each Cedara common share held, 0.587 of a share of Merge
common stock or, in the case of Canadian resident shareholders of Cedara, at their option, 0.587 of an exchangeable share of ExchangeCo, along
with certain ancillary rights including voting rights under the voting and exchange trust agreement, described below, with respect to shares of
Merge common stock. Cedara shareholders (other than a clearing agency) whose address on Cedara's share register is in Canada (or in the case
of Cedara shareholders who hold Cedara common shares indirectly through an intermediary who is a participant of a clearing agency, if such
intermediary's address on the register of the clearing agency is in Canada) will receive exchangeable shares unless they elect otherwise.

All outstanding Cedara options will be exchanged for replacement options to purchase a number of shares of Merge common stock equal to
the product of the exchange ratio of 0.587 multiplied by the number of Cedara common shares subject to the Cedara option, rounded down to the
next whole number of shares of Merge common stock. The applicable exercise price will be adjusted by dividing the applicable exercise price by
the 0.587 exchange ratio (rounded up to the next whole cent) and, if the Cedara option exercise price was denominated in Canadian dollars, the
currency exchange rate for U.S. dollars expressed in Canadian dollars on the effective date of the transaction.
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Cedara shareholders who properly exercise their dissent rights will be entitled to be paid in cash the fair value of their Cedara common
shares. Cedara option holders are not entitled to dissent rights. Dissenters' appraisal rights under the Wisconsin corporate law are not available to
Merge shareholders in connection with the transaction. See " Dissenting Shareholder Rights" beginning on page 74.

Background of the Transaction

At meetings held in January and February 2004, the executive committee of Merge's board determined that it is in the best interest of Merge
and its shareholders to evaluate and consider pursuing various strategic initiatives. Toward this end, Merge interviewed several investment banks
and, on March 25, 2004, engaged William Blair to render investment banking activities in connection with Merge's analysis of various strategic
and financial alternatives and to act as its advisor in connection with such alternatives.

Following its engagement, William Blair met with senior management (Mr. Linden, Mr. Veech and Mr. Mortimore) and the executive
committee of Merge's board several times in conducting its initial analysis. William Blair used various market and shareholder value tools to
assist Merge in evaluating strategic initiatives. William Blair met with the full board at meetings held on April 5, 2004 and May 20, 2004. With
advice from William Blair, the Merge board narrowed the range of strategic initiatives designed to enhance shareholder value. One of these
alternatives was a larger merger transaction. Although Cedara was not identified at this time as the most likely candidate for such a transaction,
it was included on a broader list of candidates. The Merge board considered Merge's then-current strategy of organic growth, and concluded that
it might not be the best strategy to maximize shareholder value in light of market consolidation, market opportunity and the demand by the
market for Merge's products. The Merge board also endorsed the strategy of pursuing smaller acquisitions of companies in clinical areas where
Merge does not currently have product or distribution. The board of Merge authorized senior management to continue to work with William
Blair to pursue these strategic initiatives to maximize shareholder value.

The Merge executive committee met on June 18, 2004. Consistent with guidance from the full Merge board of directors on evaluating and
pursuing appropriate strategic initiatives, the discussion focused on progress being made by William Blair with respect to the strategic initiatives
that focused on small acquisitions and larger mergers. Several possible merger and acquisition candidates were discussed.

During the third quarter of 2004, the Merge executive committee met three times. At its July 14, 2004 meeting, the committee met with
senior management and discussed various strategic initiatives with focus on acquisition targets. At its August 11, 2004 meeting, the executive
committee met with William Blair and senior management and discussed possible acquisitions, consistent with the strategic initiatives presented
and supported by the full board of directors. The executive committee concluded two of the possible acquisitions were valued at levels
unacceptable to Merge. At its September 7, 2004 meeting, the executive committee approved investigating the possible acquisition of
Acculmage Diagnostics Corp., a small publicly traded company, which specialized in advanced visualization technology. This acquisition
aligned with the small acquisitions alternative as designed, presented and endorsed by the Merge board.

On October 12, 2004, representatives of William Blair met with Mr. Abe Schwartz and Mr. Brian Pedlar, the Chief Executive Officer and
Chief Financial Officer of Cedara, respectively, to explore whether there was an interest in a possible meeting with representatives of Merge.
This was part of a process in which William Blair approached a small number of companies approved by Merge to evaluate the value
proposition of a larger merger transaction.
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On October 24, 2004, representatives of William Blair contacted Mr. Schwartz to arrange a meeting between Mr. Schwartz and
Mr. Richard Linden, President and Chief Executive Officer of Merge.

At its October 25, 2004 meeting, the Merge executive committee received further updates from senior management on strategic initiatives
and formally approved a letter of intent with Acculmage. Merge closed the acquisition of Acculmage for US$6 million on January 28, 2005.

On November 3, 2004, Mr. Linden and Mr. Schwartz met in Milwaukee, Wisconsin to explore on a conceptual basis whether there may be
an opportunity for a possible strategic relationship.

Merge's executive committee met again on November 9, 2004. At this meeting, Mr. Linden first discussed Cedara as a potential strategic
merger candidate due to its attractive strategic and financial characteristics and indicated that he had met with Mr. Schwartz. The executive
committee at this meeting gave general authority to senior management and William Blair to explore a possible merger with Cedara in further
detail including delivery of an expression of interest.

On November 10, 2004, the parties entered into a mutual confidentiality agreement.

The full board of directors of Merge met on November 18, 2004. At this meeting, Mr. Linden informed the board of his meeting with
Cedara's representatives.

On November 18, 2004, Mr. Linden telephoned Mr. Schwartz and inquired as to Cedara's interest in a share-for-share combination
transaction between Merge and Cedara. On November 19, 2004, Mr. Linden, on Merge's behalf, sent an expression of interest setting out
proposed terms for a transaction.

On November 24, 2004, the Cedara board met by telephone with outside legal counsel in attendance. At this meeting, Mr. Schwartz briefed
the Cedara board on the preliminary contacts with Merge and the terms of the proposed expression of interest, a copy of which had been
previously provided to the Cedara board. After discussing the strategic rationale for a possible transaction, the Cedara board authorized Cedara
management to engage in further contacts with Merge with a view to determining whether a strategic transaction with Merge was in Cedara's
interest.

On November 30, 2004 and December 1, 2004, representatives of Merge and Cedara met at the Radiology Society of North America
("RSNA") tradeshow in Chicago, Illinois. The parties discussed, at a conceptual level, whether there was a basis for a possible strategic
relationship.

Merge's executive committee met on December 3, 2004. The primary purpose of the meeting was a discussion of Cedara. Mr. Linden and
Mr. Mortimore updated the executive committee on their meetings at the RSNA show on November 30 and December 1 with representatives of
Cedara and the strategic rationale for a transaction with Cedara. Merge's executive committee met again on December 10, 2004 to receive an
update on financial due diligence conducted on Cedara and timing for a possible transaction. William Blair also discussed the meetings which
had taken place among William Blair, Merge, and Cedara representatives in Toronto on December 7 and December 8. The status of key
financial due diligence issues was also reviewed.

William Blair and Merge's senior management updated the Merge board at a meeting held on December 12, 2004 concerning the progress
of the Cedara transaction. With legal counsel present, the directors revisited fiduciary duties in a transaction of the type proposed. William Blair
representatives described for the full board the meetings which had taken place at RSNA and in Toronto, and discussed the status of financial
due diligence. The board gave direction to senior management and William Blair to continue financial due diligence and discussions, as it
continued to view the transaction as highly strategic.
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The Cedara board met again on December 13, 2004 with legal counsel in attendance. Cedara management summarized for the Cedara board
the contacts to date with Merge. The Cedara board discussed the strategic rationale for a possible business combination, as well as the possible
deal structure. It was noted that the deal structure was fluid and that all of the essential terms of the transaction remained to be discussed. At this
meeting, Cedara's legal counsel reviewed with the members of the Cedara board their legal responsibilities in considering a possible transaction.
The independent members of the Cedara board met separately to discuss the desirability of a possible strategic transaction at this time and the
transaction process and unanimously agreed to authorize management to continue Cedara's contacts with Merge. The Cedara board agreed that it
was now appropriate to retain a financial advisor and that any competitively sensitive information should not be exchanged until later in the
process once further progress has been achieved.

On December 15, 2004, representatives of Merge and William Blair met at Cedara's headquarters with representatives of Cedara to further
discuss Cedara's business model and corporate strategy.

On December 15, 2004, legal counsel for Cedara and Merge met by telephone to discuss, on a conceptual basis, the legal structure for a
possible transaction and any threshold regulatory and tax considerations raised by a possible transaction. It was noted that it remained premature
to fix a timeline for a possible transaction.

On December 16, 2004, Mr. Linden sent Mr. Schwartz a list of proposed deal terms in connection with the possible transaction, indicating
that these had been provided to Merge's legal counsel to guide them in the drafting of transaction documentation. On December 16, 2004, legal
counsel for Merge distributed a first draft of a merger agreement for the transaction and on December 21, 2004, Canadian legal counsel to Merge
distributed a first draft of the plan of arrangement and other ancillary documentation.

On December 18, 2004, two of the independent members of Cedara's board met with a number of investment banks. At its meeting of
December 19, 2004, the Cedara board determined to engage Genuity Capital Markets as financial advisor to Cedara, and Genuity was formally
engaged on December 20, 2004.

On December 22, 2004, the Cedara board met by telephone to review the status of the possible transaction. Cedara management and
Cedara's legal counsel led the Cedara board in a discussion of legal counsel's proposed mark-up of the first draft of the merger agreement,
together with a list of initial issues prepared by legal counsel, both of which had been provided to the Cedara board on the previous day.

The Cedara board authorized Cedara's legal counsel to deliver a preliminary mark-up of the draft merger agreement to legal counsel to
Merge, incorporating the comments given by the Cedara board.

Merge's executive committee met on December 19, 2004, December 23, 2004 and December 27, 2004 to discuss with William Blair and
Merge senior management the status of the materials necessary for it to make a recommendation to the board with respect to the proposed
Cedara transaction. The terms of the proposed transaction were discussed in detail at these meetings. Merge's full board met on December 28,
2004 and was again updated in detail, including a discussion with William Blair. Financial projections, financial due diligence and the terms of
the merger agreement were reviewed. All Merge directors confirmed their support at this meeting for continuing to proceed toward a definitive
merger agreement.

Between December 23, 2004 and January 14, 2005, legal counsel to Merge and Cedara exchanged preliminary drafts and comments on the
draft merger agreement and other draft legal documentation.

The Cedara board met again by telephone on December 29, 2004 and January 5, 2005 and received updates on the possible transaction from
Cedara management. At these meetings, Cedara
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management and Cedara's legal counsel briefed the Cedara board on the drafts of the proposed legal documentation and open issues and
obtained the benefit of the Cedara board's comments.

On January 5, 2005 and January 6, 2005, representatives of Cedara management and representatives of Merge management, together with
the respective financial advisors, met in Milwaukee, Wisconsin to discuss Merge's business model and corporate strategy. On the afternoon of
January 6, 2005, the discussions progressed to valuation issues and other threshold business issues, in order to determine whether there was a
basis to continue negotiations on a possible transaction and to justify commencement of the legal due diligence process. Legal counsel for each
side participated by telephone in the late afternoon of January 6th to facilitate the discussion of threshold legal issues. At the conclusion of these
sessions, the parties determined that there was a sufficient basis to continue discussions and that it would be appropriate to commence the
reciprocal legal due diligence the following week.

Reciprocal legal due diligence in Toronto and Milwaukee by each of Merge and Cedara, respectively, commenced on January 10, 2005.

Merge's full board met on January 10, 2005 with representatives of senior management and William Blair. The exchange ratio for the
transaction was discussed in considerable detail. Merge senior management provided the board with an update concerning negotiations regarding
replacement stock options. The board agreed that negotiations should continue.

At the Cedara board meeting of January 11, 2005, Cedara management provided a status update and summary of negotiations to the
independent members of Cedara's board. A thorough discussion took place on a number of the open issues including exchange ratio, lock-up
arrangements, treatment of option holders, break fees, expense reimbursement, exchangeable share provisions, employment matters, post-closing
directorships, dissent rights, third party consents, and timing. Cedara's legal counsel was instructed to communicate to Merge's counsel the views
of the independent members of Cedara's board on a number of open points, which legal counsel did later that day.

On January 12, 2005, the independent members of the Cedara board met in person with representatives of Genuity and Cedara's legal
counsel. Based on materials that had been provided in advance, Genuity described its preliminary financial analysis. Following Genuity's
presentation, the Cedara board members discussed the strategic rationale for the transaction and valuation issues in connection with the possible
transaction. The independent board members also discussed the proposed treatment of Cedara management and other employees in connection
with the transaction, as well as other transaction terms and open issues.

The executive committee of Merge met on the morning of January 14, 2005 to discuss various aspects of the transaction, including
accounting due diligence, purchase accounting, due diligence regarding Cedara's projected financial results and the proposed exchange ratio. The
executive committee gave William Blair and Merge's senior management guidelines for finalizing the exchange ratio and the timeline for
signing a definitive merger agreement.

On January 14, 2005, the Cedara board met again by telephone to discuss the possible transaction. It was noted that there were a number of
critical outstanding issues, including the exchange ratio, and that the outcome of negotiations remained uncertain. Genuity then updated Cedara's
board on its financial analysis and discussed the form of the proposed fairness letter. Cedara's legal counsel then led the Cedara board through a
summary of the draft merger agreement and a list of open legal issues, each of which had been provided to the Cedara board the previous day.
Legal counsel also discussed the due diligence findings set forth in the legal due diligence report provided to the Cedara board.

In the afternoon of January 14, 2005, Messrs. Schwartz and Linden discussed valuation matters and other open issues and concluded that a
resumption of negotiations that day and over the upcoming weekend was justified. Between January 14, 2005 and January 17, 2005, the parties

and their advisors
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continued the negotiation of the open issues, which included the exchange ratio, termination events, exchangeable share terms and conditions,
consents of third parties, expense reimbursement amounts, corporate governance, management roles, and treatment of outstanding stock options,
resolved outstanding due diligence matters and finalized the terms of the definitive transaction documents. During this period, the proposed
treatment of Cedara management and other employees was also finalized.

On the morning of January 17, 2005, the Cedara board met with its legal and financial advisors to be updated on the terms of the possible
transaction and developments in the negotiations since January 14, 2005. At this meeting, Genuity led the Cedara board through a detailed
review of Genuity's financial analysis of the possible transaction. The Cedara board determined to adjourn to permit its members the opportunity
to ask further questions during the course of the day.

Merge's executive committee met in the morning of January 17, 2005 to review the proposed final terms of the merger agreement, including
employment-related issues for various officers of the two companies, and following a discussion with William Blair, approved resolutions
recommending the proposed merger to the Merge board of directors pending delivery of an opinion regarding fairness, from a financial point of
view, to Merge of the proposed exchange ratio from William Blair. The full board of Merge met on the afternoon of January 17, 2005 and
reviewed the proposed merger agreement, schedules to the merger agreement, the presentation of William Blair to support its proposed opinion
regarding fairness, from a financial point of view, to Merge of the proposed exchange ratio and draft resolutions. Outside legal counsel for
Merge also reviewed the terms of the transaction for the board and discussed key differences in effecting a transaction with a Canadian public
company. Following a review of the formal written and oral reports of senior management and its financial and legal advisors with respect to the
merger, including the opinion of William Blair regarding fairness, from a financial point of view, to Merge of the proposed exchange ratio, the
board approved the transaction. The Merge board also approved the issuance of replacement stock options, the amendment of Merge's articles of
incorporation to increase the number of authorized shares from 30 million shares of common stock to 100 million shares of common stock and
other matters related to the proposed transaction.

The Cedara board met again later in the day on January 17, 2005 with representatives of its legal counsel and financial advisor present.
Genuity provided its oral opinion, subsequently confirmed in writing, that the 0.587 exchange ratio provided for in the transaction was fair to the
Cedara shareholders from a financial point of view. See "The Transaction Opinion of Cedara's Financial Advisor" for a description of this
opinion and see Annex I for the text of the opinion. After additional questions, the members of the board unanimously approved the entering into
of the merger agreement and related documentation.

The merger agreement was executed later that evening by Cedara, Merge and ExchangeCo (then named Corrida, Ltd.). On January 18,
2005, Cedara and Merge publicly announced the transaction.

Merge's Reasons for the Transaction; Recommendation of the Merge Board of Directors

At its meeting on January 17, 2005, the Merge board of directors determined that the merger agreement and the arrangement are fair to and
in the best interests of Merge and its shareholders and unanimously recommended that holders of Merge common stock vote in favor of the
Merge proposals. This meeting followed four earlier formal board meetings, on November 18, 2004, December 12, 2004, December 28, 2004
and January 10, 2004, at which the proposed transaction was addressed.
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In its deliberations and in making its determination, with the assistance of its legal and financial advisors, the Merge board considered a
number of factors including, without limitation, the following:

Strategic Rationale. Merge and Cedara have complementary businesses with diversified product and service portfolios presenting
opportunities for enhanced revenue growth. In addition, both Merge and Cedara have a strong customer base from which to grow. The combined
company will have a more comprehensive product offering for both the current healthcare markets the companies target, and new markets it is
able to enter more rapidly as a combined organization. Finally, the combined company will have significant scale, scope and strength of
operations. Specially, the product innovation depth of the combined company will provide for an acceleration of new product development to
enhance the solutions for both the OEM and end-user customer markets. In this connection, the Merge board considered developments relating
to the healthcare information technology industry, the needs for the combined company's target markets to move more rapidly to digital
imagining solutions, the combined company's position in such industry and the track record of management of both Merge and Cedara of
successfully integrating acquisitions in the past.

Financial Rationale. The transaction is expected to be accretive to Merge's earnings in the first full year of operations, excluding the
impact of one-time transaction-related charges. The combined company is expected to generate cost savings of at least US$3.0 million on an
annualized basis in the first 12 to 24 months after the closing of the transaction. The combined company is also expected to generate substantial
cash flow in the first year of consolidated operations.

Corporate Governance Structure. Merge will contribute eight (8) directors and Cedara will contribute three (3) directors to the combined
company's board of directors, providing Merge with a majority of directors of the combined company. See " Interests of Cedara Directors and
Executive Officers in the Transaction" beginning on page 77 and "Merge Proposal #4 Merge Election of Directors" beginning on page 152.

Name and Headquarters of Combined Company. The combined company will retain the Merge Technologies Incorporated name and be
headquartered in Milwaukee, Wisconsin.

Strategic Alternatives Previously Considered by the Board. The Merge board of directors noted its history of discussions concerning
strategic initiatives, including certain potential acquisitions and business combinations with third parties. The board observed that the board of
directors of Merge and management had investigated and discussed strategic alternatives over a several year period, with a more formal process
of evaluating strategic alternatives in partnership with Merge's financial advisors beginning in January 2004.

Merger Agreement. 'The Merge board of directors considered the terms and conditions of the merger agreement, including provisions that
allow each of Cedara and Merge to pursue unsolicited superior proposals and related termination fee and right-to-match provisions. See "The
Merger Agreement" beginning on page 97.

Historical and Recent Share Prices. In connection with its review, the Merge board of directors reviewed the historical and current
market prices of Merge common stock and Cedara common shares, including that the exchange ratio represented a small premium over the
closing price of Cedara common shares based on the closing share prices of both companies as reported on Nasdaq on Friday, January 14, 2005,
the last Nasdaq trading day before the day on which the transaction was publicly announced.

Due Diligence. 'The Merge board of directors noted the positive results of the due diligence review conducted by Merge's management
and Merge's financial and legal advisors.
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Regulatory Approvals Required in Connection with Transaction. 'The Merge board of directors expected that regulatory approvals, if any,
needed to complete the transaction would be obtained.

Likelihood of Completion of the Transaction. The Merge board of directors considered the likelihood that the transaction would be
completed given the conditions and regulatory approvals necessary to complete the transaction.

Risks of Remaining Independent. The Merge board of directors along with its financial advisors assessed various strategic initiatives with
respect to both healthcare and financial market conditions in order to enable Merge to maximize shareholder value. One of those strategic
initiatives was to continue organic growth in combination with smaller acquisitions or partnerships. The Merge board evaluated the risks of this
strategy, including an inability to innovate rapidly enough to serve the evolving needs of the healthcare market, to maintain the distribution
capabilities to effectively serve the market, to provide the product breadth and depth necessary to ensure a one-stop-shop offering for Merge's
customers, and to maintain the financial scale and depth of resources to continue its historical growth. The Merge board concluded, based on a
review of healthcare market trends, financial market conditions, the needs of Merge's current and future target markets and the rapid movement
of healthcare towards digital operations, that the strategic initiative best aligned with maximizing shareholder value was the proposed business
combination with Cedara.

Opinion of Financial Advisor. On January 17, 2005, William Blair delivered its written opinion to the Merge board of directors to the
effect that, as of January 17, 2005, and based upon and subject to the assumptions, qualifications and limitations set forth in its written opinion,
the exchange ratio pursuant to the merger agreement was fair, from a financial point of view, to Merge. See " Opinion of Merge's Financial
Advisor William Blair & Company, L.L.C." beginning on page 62.

Recommendation of Management. The Merge board of directors noted the positive recommendation of Merge's senior management with
respect to the proposed transaction.

The Merge board of directors weighed these advantages and opportunities while considering the following:

Transaction Integration Issues. The Merge board of directors considered the challenges inherent in the combination of two enterprises of
the size and scope of Merge and Cedara and the possible resulting diversion of management attention for an extended period of time; the risk
that anticipated benefits, long-term as well as short-term, of the transaction for the Merge shareholders might not be realized; the fact that Merge
would also have to integrate the Acculmage business which Merge had previously agreed to acquire; and the fact that Cedara is still in the
process of integrating the Cedara and eMed businesses which were combined in October 2004.

Dissent Rights and Approval by Cedara Securityholders. The Merge board of directors noted the availability of dissent rights to the
Cedara shareholders and that the merger agreement contains a condition that the arrangement resolution must be approved by not less than
two-thirds (%/3) of the votes cast, in person or represented by proxy, by the Cedara securityholders voting as a single class.

Dilution of Merge Shareholders' Ownership Interest in the Combined Company,; Ownership Interest by Cedara Shareholders in the
Combined Company. As aresult of the issuance of shares of Merge common stock and exchangeable shares in the transaction, Merge's
existing shareholders will experience a significant degree of dilution in their ownership of Merge. Upon completion of the transaction and based
on the number of shares of Merge common stock and Cedara common shares outstanding as of , 2005, Merge and Cedara
shareholders will own or have the right to acquire, respectively, approximately 41% and 59% of the combined company.
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The Merge board of directors recognized that there can be no assurance about future results, including results expected or considered in
the factors listed above. The Merge board of directors concluded, however, that the potential positive factors outweighed the potential risks of
completing the transaction.

The foregoing discussion of the information and factors considered by the Merge board of directors is not exhaustive, but includes all
material factors considered by the Merge board of directors. In view of the wide variety of factors considered by the Merge board in connection
with its evaluation of the transaction and the complexity of such matters, the Merge board of directors did not consider it practical to, nor did it
attempt to, quantify, rank or otherwise assign relative weights to the specific factors that it considered in reaching its decision. In considering the
factors described above, individual members of the Merge board of directors may have given different weight to different factors and may have
applied different analyses to each of the material factors considered by the Merge board of directors.

The Merge board of directors has unanimously approved the merger agreement and the transaction and believes that the terms of
the transaction are in the best interests of Merge and its shareholders. The Merge board of directors unanimously recommends a vote
FOR each of the Merge proposals.

Opinion of Merge's Financial Advisor William Blair & Company, L.L.C.

William Blair was engaged by the Merge board of directors to act as a financial advisor to Merge with respect to pursuing the arrangement
with Cedara. As part of its engagement, Merge requested that William Blair render its opinion as to whether the exchange ratio in the proposed
arrangement was fair to Merge from a financial point of view. On January 17, 2005, William Blair delivered its oral opinion, subsequently
confirmed in writing, to the effect that, as of that date and based upon and subject to the assumptions and qualifications stated in its opinion, the
exchange ratio in the proposed arrangement was fair, from a financial point of view, to Merge.

William Blair provided the opinion described above for the information and assistance of the Merge board of directors in connection with
its consideration of the arrangement. William Blair's opinion was one of many factors taken into consideration by the Merge board of directors
in making its determination to approve the merger agreement and should not be viewed as determinative of the views of the Merge board of
directors with respect to the arrangement or the exchange ratio. The terms of the merger agreement, including the exchange ratio, were
determined through negotiations between Merge and Cedara. William Blair provided advice to the Merge board of directors during these
negotiations, however, William Blair did not recommend to the Merge board of directors that the exchange ratio or other form of consideration
constituted the only appropriate consideration for the combination.

The full text of William Blair's written opinion, dated January 17, 2005, is attached as Annex H to this proxy statement and
incorporated herein by reference. You are urged to read the entire opinion carefully to learn about the assumptions made, procedures
followed, matters considered and limits on the scope of the review undertaken by William Blair in rendering its opinion. William Blair's
opinion relates only to the fairness, from a financial point of view, of the exchange ratio in the arrangement pursuant to the merger
agreement, does not address any other aspect of the proposed arrangement or any related transaction, and does not constitute a
recommendation to any shareholder as to how that shareholder should vote with respect to the arrangement. William Blair did not
address the merits of the underlying decision by Merge to enter into the combination. The following summary of William Blair's opinion
is qualified in its entirety by reference to the full text of the opinion. The opinion was directed to the board of directors of Merge for its
benefit and use in evaluating the fairness of the exchange ratio to Merge. We urge you to read the opinion carefully and in its entirety.
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In connection with its opinion, William Blair examined or discussed:

a draft of the merger agreement dated January 17, 2005;

certain audited historical financial statements of Merge and of Cedara for the three years ended December 31, 2003 and
June 30, 2004, respectively;

certain unaudited financial statements of Merge and of Cedara for the nine months ended and for the three months ended,
September 30, 2004, respectively;

certain internal business, operating and financial information provided by Merge and Cedara, forecasts of Merge prepared by
the senior management of Merge and forecasts of Cedara prepared by the senior management of Merge and Cedara;

information regarding the strategic, financial and operational benefits anticipated from the arrangement, the prospects of
Merge (with the arrangement) prepared by the senior managements of Merge and Cedara, and the prospects of Merge
(without the arrangement) prepared by the senior management of Merge, which William Blair referred to as the expected
synergies;

the pro forma impact of the arrangement on the financial results and condition of Merge, based on certain pro forma
financial information prepared by the senior management of Merge;

financial and stock market information regarding selected public companies;

information regarding publicly available financial terms of certain recently-completed business combinations; and

certain other publicly available information on Merge and Cedara.

William Blair also held discussions with members of the senior management of each of Merge and Cedara, respectively, to discuss the
foregoing, considered other matters which William Blair deemed relevant to its inquiry and took into account such accepted financial and
investment banking procedures and considerations that it deemed relevant.

In rendering its opinion, William Blair has assumed and relied, without independent verification, upon the accuracy and completeness of all
the information examined by or otherwise reviewed or discussed with William Blair for purposes of its opinion, including, without limitation,
the forecasts provided by the senior managements of Merge and Cedara, and William Blair did not assume any responsibility or liability
therefor. William Blair was not asked to make or obtain, nor did William Blair make or obtain an independent valuation or appraisal of the
assets, liabilities or solvency of Merge or Cedara. William Blair was advised by the senior management of each of Merge and Cedara,
respectively, that the forecasts and the expected synergies examined by William Blair have been reasonably prepared on good faith bases
reflecting the best currently available estimates and judgments of the senior management of each of Merge and Cedara, respectively. In that
regard, William Blair has assumed, with Merge's consent, that (i) the forecasts will be achieved and the expected synergies will be realized in the
amounts and at the times contemplated thereby and (ii) all material assets and liabilities (contingent or otherwise) of Merge and Cedara are as set
forth in the financial statements of Merge or Cedara, respectively, or other information made available to William Blair. William Blair expressed
no opinion with respect to the forecasts or the expected synergies or the estimates and judgments on which they are based.

William Blair's opinion was based upon economic, market, financial and other conditions existing on, and other information disclosed to
William Blair, as of the date of its opinion. It should be understood that, although subsequent developments may affect its opinion, William Blair
does not have any obligation to update, revise or reaffirm its opinion. William Blair also assumed, with the consent of Merge, that the definitive
merger agreement would not differ in any material respect from the draft
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thereof furnished to William Blair. William Blair relied as to all legal matters on advice of counsel to Merge, and assumed, with the consent of
Merge, that the arrangement will be consummated on the terms described in the merger agreement, without any material delay, waiver,
amendment or modification of any material term, condition or agreement therein. William Blair further assumed that all material governmental,
regulatory or other consents and approvals necessary for the consummation of the arrangement would be obtained without any adverse effect on
Merge or Cedara or the contemplated benefits of the arrangement.

William Blair did not express any opinion as to the price at which the equity or debt of Merge or Cedara will trade at any future time or as
to the effect of the arrangement on the trading price of the equity or debt of Merge or Cedara. Such trading prices may be affected by a number
of factors, including, but not limited to:

dispositions of the equity or debt of Merge by shareholders of Merge within a short period of time after the effective date of
the arrangement;

changes in prevailing interest rates and other factors which generally influence the price of securities;

adverse changes in the current capital markets;

the occurrence of adverse changes in the financial condition, business, assets, results of operations or prospects of Merge or
of Cedara or in the healthcare image and information management software and services industry;

any necessary actions mandated by or restrictions of federal, state or other governmental agencies or regulatory authorities;
and

timely completion of the arrangement on the terms and conditions that are acceptable to all parties at interest.

The following is a summary of the material financial analyses performed and material factors considered by William Blair to arrive at its
opinion. William Blair performed certain procedures, including each of the financial analyses described below, and reviewed with the Merge
board of directors the assumptions upon which such analyses were based, as well as other factors. Although the summary does not purport to
describe all of the analyses performed or factors considered by William Blair in this regard, it does set forth those considered by William Blair to
be material in arriving at its opinion. Certain of the summaries of financial analyses include information presented in tabular format. In order to
fully understand the financial analyses used by William Blair, the tables must be read together with the text of each summary. The tables alone
do not constitute a complete description of the financial analyses. Accordingly, the analyses listed in the tables and described below must be
considered as a whole. Considering any portion of such analyses and of the factors considered, without considering all analyses and factors,
could create a misleading or incomplete view of the process underlying William Blair's opinion. In performing its analyses, William Blair made
numerous assumptions with respect to financial conditions and other matters, many of which are beyond the control of William Blair or Merge.
Any estimates contained in the analyses performed by William Blair are not necessarily indicative of actual values or future results, which may
be significantly more or less favorable than suggested by these analyses. In addition, estimates of the value of businesses or securities do not
purport to be appraisals or to reflect the process at which such businesses or securities might actually be sold. Accordingly, these analyses and
estimates are subject to substantial uncertainty.

Contribution Analysis. William Blair performed an analysis comparing the relative contributions of Merge and Cedara to the combined
pro forma company's last twelve months, commonly referred to as LTM; projected 2004 and projected 2005 revenue; earnings before interest,
taxes, depreciation and amortization, commonly referred to as EBITDA; earnings before interest and taxes, commonly referred
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to as EBIT; Net Income; net income plus or minus change in working capital, less capital expenditures and capitalized software, referred to as
Operating Cash Flow; and Net Tangible Book Value. The LTM data for Merge was based on publicly available information. The LTM data for
Cedara was pro forma to reflect (i) a full year of eMed financial results given that the acquisition closed on October 8, 2004, and (ii) a 35% tax
rate. 2004 and 2005 projections for Merge and Cedara were based on the forecasts. No synergies were assumed. Information regarding the
relative contributions of Merge and Cedara from William Blair's contribution analysis is set forth in the following table:

Merge Cedara

Revenue:

LT™M 352% 64.8%

2004 Projected 35.0% 65.0%

2005 Projected 36.2% 63.8%
EBITDA:

LT™M 40.5% 59.5%

2004 Projected 40.3% 59.7%

2005 Projected 39.6% 60.4%
EBIT:

LT™M 34.7% 65.3%

2004 Projected 36.7% 63.3%

2005 Projected 37.0% 63.0%
Operating Cash Flow:

2004 Projected 44.0% 56.0%

2005 Projected 40.6% 59.4%
Net Income:

LTM 39.8% 60.2%

2004 Projected 39.8% 60.2%

2005 Projected 38.0% 62.0%
Net Tangible Book Value:

2004 Projected 48.8% 51.2%
Relative Equity Ownership Implied by the Arrangement 41.7% 58.3%

Selected Public Company Analysis. William Blair reviewed and compared certain financial information relating to each of Cedara and
Merge to corresponding financial information, ratios and public market multiples for certain publicly traded companies with operations in the
healthcare information technology industry with either a radiology focus or a focus in another healthcare specialty that William Blair deemed
relevant. The companies selected by William Blair with a radiology focus were:

iCAD, Inc.; and

Vital Images, Inc.

The companies selected by William Blair with a focus in another healthcare specialty were:

IMPAC Medical Systems, Inc.

Mediware Information Systems, Inc.

Netsmart Technologies, Inc.; and
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Quality Systems, Inc.
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Among the information William Blair considered was projected 2004 revenue and EBITDA for Merge, projected 2004 revenue and
EBITDA for Cedara, pro forma to reflect a full year of eMed financial results, along with projected 2005 net income for each company. The
operating results and the corresponding derived multiples for each of the selected companies were based on each company's most recent
available publicly disclosed financial information and closing share prices as of January 14, 2005. The total value of the transaction is based on
the equity value implied by the purchase price plus total debt and minority interests, less cash and cash equivalents.

William Blair then compared the implied transaction multiples for each of Cedara and Merge based on their respective projected 2004
revenue and EBITDA as well as their respective projected 2005 net income to the range of trading multiples for the selected companies.
Information regarding the multiples from William Blair's analysis of selected publicly traded companies is set forth in the following table:

Selected Public Company
LTM Valuation Multiples

Implied Implied
Transaction Transaction
Multiples for Multiples for
Multiple Cedara Merge Min Mean  Median Max
Total Value/2004 Projected Revenue 5.3x 6.8x 1.1x 3.7x 3.4x 7.5x
Total Value/2004 Projected EBITDA 18.7x 19.2x 74x  11.4x 11.8x  14.4x
Equity Value/2005 Projected Net Income 23.9x 27.8x  19.6x  34.6x 30.4x  65.0x

None of the selected companies is identical to either Cedara or Merge. Accordingly, any analysis of the selected publicly traded companies
necessarily involved complex considerations and judgments concerning the differences in financial and operating characteristics and other
factors that would necessarily affect the analysis of trading multiples of the selected publicly traded companies.

Selected M&A Transactions Analysis. William Blair performed an analysis of selected recent business combinations consisting of
transactions announced subsequent to January 1, 2000 and primarily involving healthcare information technology companies with total values in
excess of $50 million based on publicly available information. The selected transactions were not intended to be representative of the entire
range of possible transactions in the healthcare industry as a whole. The nine transactions examined were (target/acquirer):

GWI AG / The Agfa-Gevaert Group

AMICAS, Inc., formerly known as VitalWorks Inc. (medical division) / Cerner Corporation

Torex Retail plc / iSoft Group plc

PracticeWorks, Inc. / Eastman Kodak Corporation

ALI Technologies, Inc. / McKesson Corporation

SunQuest Information Systems, Inc. / Misys plc

Healthcare Communications, Inc. (Healthcare.com) / Quovadx, Inc. (Xcare.net)

Shared Medical Systems Corporation / Siemens AG (Medical Engineering Group)

Medical Manager Health Systems, Inc. / Healtheon, Inc. (WebMD Corporation)

William Blair reviewed the consideration paid in the selected transactions in terms of the total value of such transactions as a multiple of
LTM sales and EBITDA prior to the effective date of these transactions. William Blair compared the resulting range of transaction multiples of
sales and EBITDA for the selected transactions to the implied transaction multiples for Cedara based on the projected
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2004 revenue and EBITDA for Cedara, pro forma to reflect a full year of eMed Technologies financial results. Information regarding the
multiples from William Blair's analysis of selected transactions is set forth in the following table:

Selected Transaction

Valuation Multiples
Implied
Transaction
Multiple Multiples Min Mean Median Max
Total Value/2004 Projected Revenue 5.3x 1.4x 3.3x 2.3x 9.6x
Total Value/2004 Projected EBITDA 18.7x 10.7x 23.3x 13.8x 55.7x

Although William Blair analyzed the multiples implied by the selected transactions and compared them to the implied transaction multiples
of Cedara, none of these transactions or associated companies is identical to the arrangement or Cedara. Accordingly, any analysis of the
selected transactions necessarily involved complex considerations and judgments concerning the differences in financial and operating
characteristics, parties involved and terms of their transactions and other factors that would necessarily affect the implied value of Cedara versus
the values of the companies in the selected transactions.

Discounted Cash Flow Analysis. The discounted cash flow methodology is appropriate for companies that exhibit relatively steady or
somewhat predictable streams of future cash flow. For a company with limited intermediate and long-term cash flow visibility the
preponderance of the value can be in the terminal value, which is extremely sensitive to assumptions about the sustainable long-term growth of
the company. William Blair took the foregoing limitation into account in using this discounted cash flow methodology in the context of its
overall analysis of the transaction.

William Blair utilized the forecasts of Cedara to perform a discounted cash flow analysis of the projected future cash flows of Cedara for
the period commencing January 1, 2005 and ending December 31, 2009. Using discounted cash flow methodology, William Blair calculated the
present values of the projected free cash flows for Cedara using two different methods, assuming discount rates of 15% to 19% in both cases.
Under the first method, William Blair assumed terminal value multiples ranging from 8.5x to 10.5x the projected 2009 EBITDA and under the
second method, William Blair assumed growth rates in perpetuity following 2009 ranging from 3.0% to 5.0%. William Blair aggregated (i) the
present value of the free cash flows over the applicable forecast period with (ii) the present value of the range of terminal values. The aggregate
present value of these items represented the enterprise value range. The implied range of enterprise values for Cedara implied by the discounted
cash flow analysis under the first method ranged from approximately $333 million to $448 million, and under the second method ranged from
approximately $202 million to $299 million.

Premiums Paid Analysis. William Blair reviewed data from 265 domestic publicly available transactions, in which 100% of the target was
acquired, occurring since January 1, 2001 and with transaction values between $100 million and $500 million. Specifically, William Blair
analyzed the acquisition price per share as a premium to the closing share price one day, one week and four weeks prior to the announcement of
the transaction, for all 265 transactions and for the 85 of those transactions that were common stock transactions. William Blair compared the
range of resulting per share stock price premiums for the reviewed transactions to the premiums implied by the arrangement based on Cedara's
stock prices one day, one week, and four weeks prior to January 18, 2004.
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Information regarding the premiums from William Blair's analysis of all selected transactions and for the subset of 85 common stock
transactions is set forth in the following tables, respectively:

All Transactions Premium Paid Data Percentile
Implied
Transaction
Premium Period Premium 20th 50th 80th
1 Day Prior 0.8% 8.4% 23.4% 51.3%
1 Week Prior 2.9% 9.5% 28.7% 55.0%
4 Weeks Prior 18.8% 10.9% 33.1% 68.3%
Common Stock Transactions Premium Paid Data Percentile
Implied
Transaction
Premium Period Premium 20th 50th 80th
1 Day Prior 0.8% 7.0% 25.3% 47.7%
1 Week Prior 2.9% 9.5% 27.5% 49.2%
4 Weeks Prior 18.8% 3.7% 30.5% 64.5%

General. The preparation of an opinion regarding fairness is a complex analytic process involving various determinations as to the most
appropriate and relevant methods of financial analysis and the application of those methods to the particular circumstances, and, therefore, such
an opinion is not readily susceptible to partial analysis or summary description. The preparation of an opinion regarding fairness from a financial
point of view does not involve a mathematical evaluation or weighing of the results of the individual analyses performed, but requires William
Blair to exercise its professional judgment, based on its experience and expertise, in considering a wide variety of analyses taken as a whole.
Each of the analyses conducted by William Blair was carried out in order to provide a different perspective on the financial terms of the
proposed arrangement and add to the total mix of information available. William Blair did not form a conclusion as to whether any individual
analysis, considered in isolation, supported or failed to support an opinion about the fairness of the exchange ratio to Merge. Rather, in reaching
its conclusion, William Blair considered the results of the analyses in light of each other and ultimately reached its opinion based on the results
of all analyses taken as a whole. William Blair did not place particular reliance or weight on any particular analysis, but instead concluded that
its analyses, taken as a whole, supported its determination. Accordingly, notwithstanding the separate factors summarized above, William Blair
believes that its analyses must be considered as a whole and that selecting portions of its analyses and the factors considered by it, without
considering all analyses and factors, may create an incomplete or misleading view of the evaluation process underlying its opinion. No company
or transaction used in the above analyses as a comparison is directly comparable to Merge, Cedara or the arrangement. In performing its
analyses, William Blair made numerous assumptions with respect to industry performance, business and economic conditions and other matters.
The analyses performed by William Blair are not necessarily indicative of future actual values or future results, which may be significantly more
or less favorable than suggested by such analyses.

William Blair has been engaged in the investment banking business since 1935. William Blair is regularly engaged in the valuation of
investment securities in connection with public offerings, private placements, business combinations, estate and gift tax valuations and similar
transactions. In the ordinary course of its business, William Blair and its affiliates may beneficially own or trade securities of Merge or Cedara
for its own account and/or for the accounts of its customers, and, accordingly, may at any time hold a long or short position in these securities.
William Blair has provided various investment banking services to Merge in the past, for which William Blair received customary
compensation, including having acted as financial advisor to Merge in its acquisition of Acculmage
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Diagnostics Corp. in January 2005. Merge hired William Blair based on its qualifications to act as the investment banker to Merge in connection
with the arrangement, and William Blair may continue to provide various investment banking services to Merge in the future. William Blair will
receive a fee for rendering its opinion. In addition, pursuant to an engagement letter between William Blair and Merge, upon the consummation
of the transaction, William Blair will receive an aggregate fee of US$3.3 million for its services. Merge has also agreed to reimburse William
Blair for its expenses incurred in performing its services. In addition, Merge has agreed to indemnify William Blair and its affiliates, their
respective directors, officers, agents and employees and each person, if any, controlling William Blair or any of its affiliates against specified
liabilities and expenses, including liabilities under federal securities laws, related to or arising out of William Blair's engagement.

Cedara's Reasons for the Transaction; Recommendation of the Cedara Board of Directors

In the course of making its decision to approve the transaction, the Cedara board of directors consulted with Cedara's management as well
as its financial advisor and outside legal counsel and considered a number of factors, including the following:

Global OEM Supplier. The transaction will combine Cedara's existing position in the OEM market with Merge's growing OEM business
to create a global OEM supplier in an increasingly competitive and consolidating industry. The transaction positions the combined entities to
leverage each company's market leading innovation of OEM technologies for clinical specialties such as orthopedics, cardiology,
gastroenterology, virtual colonoscopy and mammography.

Software Inno