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TECSYS Inc.

Notes to Consolidated Financial Statements
Years Ended April 30, 2008 and 2007

(in U.S. dollars, tabular amounts in thousands, except as otherwise noted)

b)

d)

been set. The outcome of this claim cannot be determined at this time and it is not possible to reasonably
estimate its likely outcome.

In June 2005, a former lobbying consulting group instituted a lawsuit against the Company claiming
commissions on tax credits received and receivable by the Company through to September 2008 pursuant
to a lobbying services contract executed between the two parties. The Company has not paid such
commissions since 2002 and since the enactment of the Lobbying Act whieheisdch Ibbying

activities that were taking place as of June 13, 2002 illegal. The lobbying consulting group contends that
the lobbying services were rendered prior to the enactment of the law and that the law cannot have the
retroactive effect of rendering illegal acts that were performed prior to its enactment. No amount is
stipulated in the lawsuit. The Company contests the allegations and contends that the payment of the
commissions ensuing from the lobbying contract are aohjited since the enactment of the Lobbying

Act. The commissions ensuing from the lobbying contract executed prior to the enactment of the law were
resolved by arbitration. The discovery process is still at an early stage and the proper assessment of this
claim cannot be determined at this time with respect to the merit of the allegations. Furthermore, the
calculation of the potential liability would be partly based on future tax credits to be claimed, which at this
point in time, cannot be assessed. No amount has been provided for this claim in the financial statements.
Atrial date has not been set.

Through the course of operations, the Company is party to a number of other lawsuits, claims and
contingencies. Accruals are made in instances where it is probable that liabilities will be incurred and
where such liabilities can be reasonably estimated. Although it is possible that liabilities may be incurred
in instances for which no accrual has been made, the Company has no reason to believe that the ultimate
resolution of such matters will have a material impact on its financial position.

The Company has guaranteed a mortgage loan on behalf of the TECSYS Foundation for Youth (the
OFoundationO) in the amount of CA$247,500 ($245,000) for the purchase of land and a building to be use
by the Foundation as a school. The mortgage loan was granted on December 23, 2002, bears interest at
Canadian prime rate plus 0.5% and is payable monthly. The principal is payable in 180 equal and
consecutive monthly instalments of CA$1,375 ($1,362), which instalments are being paid by the
Foundation. The outstanding principal balance of the mortgage amounted to CA$159,500 ($158,000) at
April 30, 2008. The mortgage is secured by the land and building. During 2008, the Company donated
CA$80,000 ($78,000) (2007 B CA$121,000 ($106,000)) to the Foundation.

At April 30, 2008, the Company has recorded no liability with respect to this guarantee, as the Company
does not expect to make any payment for the aforementioned item and the standby liability is nominal.
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19 Commitments

a) On April 30, 2008, the minimum future rental payments, including operating expenses required under
long-term operating leases which relate mainly to premises, are as follows:

2009 $ 2,235
2010 2,277
2011 390
2012 225
2013 4
Subsequent year 1

$ 5,132

The Company has a sub-lease agreement with a third party regarding one floor at one of its facilities to
April 30, 2010. This sub-lease revenue, represented hereafter, will reduce the rental expense represented
in the minimum future rental payments described above.

Sub-lease

revenue

2009 $ 600
2010 624
$ 1,224

b) Under the terms of a licensing agreement with a third party, the Company is committed to pay royalties
calculated at a rate of 1.25% of revenue of the Enterprise Supply Chain (ESC) business unit, excluding
reimbursable expenses and hardware sales. Revenues derived from the operations of other business units
or acquired companies are exempt from royalties.

The agreement was effective February 1, 2004, has an initial term expiring April 30, 2007, and may be
terminated by either party at any time by providing six months’ notice. Upon expiration of the initial term,
the agreement automatically renews for consecutive one-year terms.

The Company has incurred royalty fees related to this agreement as follows:

2008 $ 233
2007 $ 178
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20 Related party transactions

The following table summarizes transactions and balances between the Company and certain related parties:

Years ended April 30,
2008 2007
TECSYS Latin America Inc. (TLA)
Revenues $ 280 $ 185
Loan interest income 9 4
Accounts receivable, net of deferred revenue
of $34 (2007 - $34) 184 55
Loan receivable — short-term 50 38
Loan receivable — long-term 106 110
Accrued interest receivable - 3
Other related parties
Interest on advances from a person related to
certain shareholders 13 12
Subordinated loan payable 106 97

The Company provided three loans of $50,000 each at various dates during 2007 amounting to $150,000 and an
additional loan of $50,000 during 2008 to TLA. The loans bear interest at 5% and are repayable over four years
commencing six months following the advance of each loan. The short-term and long-term loans receivable are
included in other accounts receivable and long-term receivables respectively.

The Company has a subordinated loan for CA$107,000 ($106,000) from a person related to certain
shareholders, bearing interest at 12.67%. The loan is payable on the earlier of demand or on the death of the
lender.

All other balances and transactions with related parties are disclosed separately in these financial statements.

These transactions occurred in the normal course of operations and were measured at the exchange amount,
which is the amount of consideration established and agreed to by the related parties.
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21 Financial instruments

a)

Currency risks

The Company is exposed to currency risk as a certain portion of the Company’s sales and expenses are
incurred in U.S. dollars resulting in U.S. dollar-denominated accounts receivable and accounts payable and
accrued liabilities. In addition, certain of the Company’s cash and cash equivalents are denominated in
U.S. dollars. These balances are therefore subject to gains or losses due to fluctuations in that currency.
The Company may enter into foreign exchange contracts in order to offset the impact of the fluctuation of
the U.S. dollar regarding the revaluation of its net monetary U.S. assets.

On April 30, 2008, the Company held outstanding foreign exchange contracts with various maturities to
January 31, 2009 to sell US$4,500,000 into Canadian dollars at rates averaging CA$0.9774 to yield
CA$4,398,000. The Company recorded unrealized exchange losses of CA$145,000 ($144,000) related to
these contacts for the period ended April 30, 2008. On April 30, 2007, the Company had no forward
exchange contracts outstanding to manage against potential foreign exchange gains and losses on net
monetary assets and liabilities denominated in U.S. dollars. During 2007, the Company protected a
portion of its net monetary U.S. assets by means of entering into various forward exchange contracts at the
beginning of each quarter to sell U.S. currency forward for maturity at the end of the quarter.

Subsequent to the year ended April 30, 2008, the Company undertook three additional forward exchange

contracts to sell a total of US$2,700,000 forward at a weighted average rate of CA$1.0083 at various
settlement dates ending on April 30, 2009.
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b)

Credit and concentration risks

Financial instruments which potentially subject the Company to credit risk consist principally of cash and
cash equivalents, short-term and other investments, and accounts receivable. The Company’s cash and
cash equivalents are maintained at major financial institutions and short-term and other investments
consisted of commercial paper and investment certificates that were rated R1-high, the highest credit
rating issued by the Dominion Bond Rating Service (DBRS), and were consistent with the criteria of the
Company’s investment policy. As a result of the liquidity disruption in the asset-backed commercial paper
market, some of these investments did not settle on maturity (note 6).

At April 30, 2008, there is one customer comprising 11% of total trade accounts receivable and work in
progress. There is no particular concentration of credit risk due to the North American distribution of
customers and procedures for the management of commercial risks. The Company performs ongoing
credit reviews of all its customers and establishes an allowance for doubtful accounts receivable when
accounts are determined to be uncollectible. In addition, the Company has entered into an arrangement
with Export Development Canada wherein the latter has assumed the risk of credit loss in the case of
bankruptey for up to 90% of accounts receivable from certain foreign and domestic customers, to a
maximum of $1,500,000 and $1,750,000 respectively, in any given year. On April 30, 2008, accounts
receivable include foreign accounts totalling $1,285,000 and domestic accounts for CA$2,864,000
($2,837,000) that were pre-approved for coverage, subject to the above-noted maximums, under this
arrangement (2007 — $1,680,000 and CA$1,602,000 ($1,448,000)).

The Company maintains an allowance for doubtful accounts at an amount estimated to be sufficient to
provide adequate protection against losses resulting from collecting less than full payment on its
receivables. Individual overdue accounts are reviewed and allowance adjustments are recorded when
determined necessary to state receivables at the realizable value. If the financial conditions of customers
deteriorate resulting in their diminished ability or willingness to make payment, additional provisions for
doubtful accounts are recorded. Considerable judgement is required to assess the realizable value of the
receivables, including the probability of collection and the current creditworthiness of each customer. As
this involves varying degrees of judgement and uncertainty, actual results could differ from those
estimates.
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¢) Fair value

The Company has classified cash equivalents, short-term and other investments, restricted cash
equivalents and other investments, and asset-backed commercial paper as held-for-trading financial
instruments and as such are recorded on the consolidated balance sheet at fair value. Derivative
instruments are also recorded as either assets or liabilities measured at their fair value. At April 30, 2008,
the net fair value of outstanding foreign exchange contracts has been recorded as an accrued liability.
Accounts receivable and accounts payable and accrued liabilities are short-term financial instruments
whose fair values approximate their carrying values.

The fair values of the long-term receivables and the long-term debt were determined by discounting future
cash flows using interest rates which the Company could obtain for loans with similar terms, conditions
and maturity dates. There was no significant difference between the fair value and the carrying value of
these financial instruments as at April 30, 2008 and 2007.

d) Interest rate risks

As at April 30, 2008, the Company’s exposure to interest rate risk is summarized as follows:

Cash and cash equivalents As described in note 17
Short-term and other investments As described in note 5
Restricted cash equivalents and other investments As described in notes 5 and 17
Asset-backed commercial paper As described in note 6
Accounts receivable Non-interest bearing
Long-term receivable As described in notes 9 and 20
Bank advances As described in note 10
Accounts payable and accrued liabilities Non-interest bearing
Long-term debt As described in note 11
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22 Segment information

Management has organized the Company under one reportable segment: the development and marketing of
enterprise-wide distribution software and related services. Substantially all of the Company’s long-lived assets
and goodwill are located in Canada.

Following is a summary of revenue by geographic location in which the Company’s customers are located:

Years ended April 30,

2008 2007

Canada $ 20,446 $ 16,823
United States 17,450 13,642
Other 911 575
$ 38,807 $ 31,040

23 Comparative figures

Certain comparative figures have been reclassified to conform with the basis of presentation used in the current
year.

80 TECSYS Inc. Annual Report 2008



General Information

Common Share Information
Principal Market

The Company’s common shares were first listed on The Toronto Stock Exchange (TSX) on July 27, 1998.
The stock symbol of the Company’s common shares is TCS. The following table sets forth the high and low
prices, as well as the trading volume for the common shares for the fiscal periods shown below.

Fiscal Year 2008 (May 1, 2007 to April 30, 2008) High Low Volume

(CA$) (CA$) (Total)
First Quarter $1.65 $1.31 357,957
Second Quarter $1.60 $1.25 640,850
Third Quarter $1.95 $1.12 749,294
Fourth Quarter $2.05 $1.30 979,328

Eligibility for the SME Growth Plan

On February 13th, 2007 TECSYS Inc. received a favourable ruling from the Ministére du Revenu du
Québec confirming that its common shares are eligible as valid shares for the SME Growth Stock Plan. The
common shares of TECSYS Inc. have been included on the list of the Autorité des Marchés Financiers
(AMF) of corporations eligible for the SME Growth Stock Plan. As a result of being on the AMF list, an
individual that has withdrawn shares qualifying under the SME Growth Stock Plan from such plan, can
acquire common shares of TECSYS Inc. on the secondary market to include it in the SME Growth Stock
Plan to replace such withdrawn shares.

Dividend Policy

Dividend policy is determined by the Board of Directors, taking into account the Company’s financial
condition and other factors deemed relevant. On February 26, 2008, TECSYS’ Board of Directors
announced that it has approved a dividend policy whereby it intends to declare a cash dividend of CA$0.02
per common share to its shareholders to be distributed following the release of its financial results of the
first and third quarter of each financial year.

Investor Inquiries

In addition to its Annual Report, the Company files an Annual Information Form (AIF), as well as a
Management Proxy Circular with the Canadian Securities Commissions and are available on TECSYS’
Website (www.tecsys.com) and on SEDAR (www.sedar.com). For further information or to obtain
additional copies of any of the above-mentioned documents, please contact:

Investor Relations

TECSYS Inc.

87 Prince Street

5th Floor

Montreal, Quebec

Canada H3C 2M7

Tel: (800) 922-8649
(514) 866-0001

Fax: (514) 866-1805

investor@tecsys.com

WWwWWw.tecsys.com
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Directors and Executive Management

Board of Directors

Frank J. Bergandi
Business Consultant

Brian Bowyer '
Vice President and General Manager, AirlQ Inc.

David Brereton
Executive Chairman of the Board, TECSYS Inc.

Peter Brereton
President and CEO, TECSYS Inc.

André Duquenne "®
President, T2ic Inc.

Vernon Lobo®
Managing Director, Mosaic Venture Partners Inc.

David Wayland ®
Corporate Secretary, MRRM Inc.

Secretary
Ronald E. Notkin
President, R.E. Notkin and Associates Inc.

M Member of the Audit Committee

@ Member of the Compensation Committee
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David Brereton
Executive Chairman of the Board

Peter Brereton
President and CEO

Berty Ho-Wo-Cheong
Vice President, Finance and Administration and
Chief Financial Officer

Greg MacNeill
Senior Vice President, World Wide Sales

Robert Colosino
Vice President, Business Development
and Marketing

Patricia Barry
Vice President, Human Resources

Catalin Badea
Chief Technology Officer

René Poirier
Senior Vice President and General Manager
ESC Group

Mike Kalika
Vice President and General Manager
TLM Group

Tom Wilson
Vice President and General Manager
SMB & Streamline Groups



Corporate Information

Corporate Headquarters

TECSYS Inc.

87 Prince Street

5th Floor

Montreal, Quebec

Canada H3C 2M7

Tel.: (800) 922-8649
(514) 866-0001

Fax: (514) 866-1805

Ontario Offices

TECSYS Inc.

80 Tiverton Court

Suite 400

Markham, Ontario L3R 0G4
Tel.: (905) 752-4550

Fax: (905) 752-6400

TECSYS Inc.

200 Grand River Avenue
Brantford, Ontario N3T 4X9
Tel.: (519) 753-3020

Fax: (519) 753-2252

U.S. Headquarters
TECSYS U.S., Inc.

Schaumburg Corporate Center

1515 Woodfield Road
Suite 330

Schaumburg, Illinois 60173
Tel.: (847) 969-8800

Fax: (847) 969-0380

European Headquarters

TECSYS Europe Limited
5 Old Bailey, 2nd Floor
London EC4M 7BA
United Kingdom

Tel.: (44) 870 284 6144

Investor Inquiries

TECSYS Inc.

Investor Relations

87 Prince Street

5th Floor

Montreal, Quebec

Canada H3C 2M7

Tel.: (800) 922-8649
(514) 866-0001

Fax: (514) 866-1805

investor@tecsys.com

Www.tecsys.com

Subsidiaries

TECSYS U.S., Inc.
TECSYS CDI, Inc.
TECSYS Europe Limited

Auditors
KPMG LLP
Montreal, Quebec, Canada

Bankers
National Bank of Canada
Montreal, Quebec, Canada

Legal Counsel
McCarthy Tétrault LLP
Montreal, Quebec, Canada

Transfer Agent and Registrar
Computershare Investor Services Inc.
Montreal, Quebec, Canada

Distributor

TECSYS Latin America (TLA)
Avenida Francisco Solano Lopez
Centro Empresarial Sabana Grande
Piso 17, Oficina 17-4

Sabana Grande-Caracas 1060
Venezuela

Tel.: 58-212-740-6903

Fax: 58-212-740-1687

Distributor for:

Puerto Rico,
Central & South America, and the Caribbean
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