
 

2nd Quarter  
Fiscal 2008 Report 
Prepared in Accordance with Canadian Generally Accepted Accounting Principles 
 
 
Dear Shareholder, 
 
With the highest operating earnings in the history of TECSYS, Q2 was a great quarter! We started the quarter on a 
strong footing and continued our momentum of the past few quarters; growing our top line, increasing our margins 
substantially and further improving our earnings. After announcing our Q2 results, we completed the acquisition of 
Streamline Information Systems, a leading Canadian software supplier to the Industrial Distribution market place, 
providing us with a new platform for growth. It is certainly gratifying to see the results of our strategic focus on 
specific profitable market segments and the determination of our management team to continue to improve our 
results. I am pleased with where we are today! 
 
Allow me to go through some of the highlights of the quarter. All financials in this report do not include the latest 
acquisition I have mentioned earlier. 
 
Financial Highlights of the Second Quarter include: 
 

• Total revenue increased by 29% to $9.7M in Q2 of fiscal 2008 from $7.6M in Q2 of fiscal 2007. Product 
revenue and Services revenue increasing by 56% and 13% respectively compared to the same period last 
year. 

• Gross margin percentage increased to 49% in Q2 of fiscal 2008 compared to 36% in Q2 of last fiscal year.  
• Earnings from operations for the quarter were $993K compared to loss from operations of $644K for the 

same quarter of last fiscal year. 
• EBITDA for Q2 of fiscal 2008 improved substantially to $749K compared to negative EBITDA of $411K for 

Q2 of fiscal 2007.  
• After accounting for a foreign exchange loss of $327K and a $263K provision for TECSYS’ ABCP holdings, 

net earnings for the quarter were $427K or $0.03 per share compared to net loss of $691K or $0.05 per 
share for the second quarter of last fiscal year. 

• At the end of the quarter, backlog stood at $17.8M, up from $16.0M at the end of Q1 of this fiscal year 
and $15.5M at the end of Q4 of last fiscal year. 

 
During the quarter we took a provision of approximately 5% or $263K against TECSYS’ ABCP holdings. This 
provision was calculated using discounted cash flows and a combination of liquidity and credit risk factors based on 
the information available to us at this point in time. TECSYS’ ABCP holdings are all “SERIES A” with over 98% of 
these holdings continuing to be rated as “AAA”. However, due to scarcity of information on this subject, we cannot 
be more precise at this time. We will continue to keep a close eye on the development of an anticipated solution to 
the ABCP issue by the financial community, and will keep our stakeholders informed. 
 
Other Business Highlights of the Quarter include: 
 

• Four new customers 
• A number of upgrades with existing customers 
• Completed deployment of our software at sixteen existing clients 

 
Allow me to comment on two of the new customers: 
 
Towards the end of the quarter, we signed a major North American wholesaler of periodicals and books. This new 
customer distributes to major retailers and has an infrastructure that effectively receives, processes, delivers and 
tracks a high volume of periodical copies every year. They have licensed our full suite of supply chain execution 
applications to effectively manage their supply chain network. This is a significant win for TECSYS considering the 
size and complexity of this customer’s distribution environment and the competition we have encountered. 
 
In the heavy equipment distribution market, we signed a major heavy equipment dealer in the south western part 
of the United States. This Caterpillar dealer is a full service provider of the full line of Caterpillar equipment for 
100,000 square miles of territory in four counties. They have acquired our warehouse management system to 
streamline their supply chain, manage their parts distribution and improve customer service.  
 
We continued to entrench ourselves in the healthcare market by leveraging our existing customer base and 
expanding our coverage in their supply chain network. Recently, we completed the deployment of our warehouse 
management system in a new facility for a Fortune 100 healthcare company. We also completed the deployment of 
our software for a leading pharmaceutical marketing services supplier.  
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On the investment front, as I have mentioned earlier, we completed the acquisition of Streamline Information 
Systems Limited of Brantford, Ontario early in our third quarter.  Founded in 1985, Streamline is recognized in 
Canada as a leading provider of enterprise software applications for the SMB (small to mid size businesses) 
industrial distribution sector. The Company‘s offerings include software, professional and support services as well 
as hardware and networking technology for its clients in Canada and the U.S. For fiscal year ended 
August 31st, 2007, Streamline’s revenue was CDN$ 2.9 million.  
 
With an excellent solution and unique expertise for industrial distributors, Streamline fits right into the strategy we 
have decided on over a year ago—to become tightly focused on specific profitable vertical markets within the 
supply chain execution space.   
 
According to a report by Arc Advisory Group released in September, 2007, the market for Enterprise Resource 
Planning (ERP) systems sold to small and medium businesses (SMBs) is fragmented, and contains opportunities for 
most suppliers.  The Tier 3 SMB market will grow at a compounded annual growth rate of over 11% to reach 
$8.9 billion by 2011. 
 
The Streamline addition will strengthen TECSYS’ major push into the Industrial Distribution market sector. We will 
also benefit from an additional eighty accounts, a new growth platform and the unique expertise of their people, 
while Streamline clients will benefit from improved support and additional product offerings.  
 
In summary, we continued our momentum, delivering improved results during a time of major Canadian currency 
challenges, and increasing the opportunities for TECSYS by broadening our footprint. All of our key performance 
indicators have moved in the right direction. We have grown our revenue, increased margins and generated $993K 
of earnings from operations and $427K in net earnings for the quarter. We also continued to generate cash, 
generating $4.4M in the last 4 quarters and $1.3M in the last quarter alone. I am pleased with these achievements 
and look forward to continuing these trends in the coming quarters. 
 
Thank you for your continued support. 
 
Sincerely, 

 
Peter Brereton 
President and CEO 
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TECSYS Inc. 
Management’s Discussion and Analysis of Financial Condition and Results of 
Operations dated November 27, 2007  
 
The following discussion and analysis should be read in conjunction with the Consolidated Financial Statements of 
TECSYS Inc. (“Company”) and Notes thereto, which are included in this document. This discussion and analysis 
should also be read in conjunction with the annual report for fiscal year 2007. The Company’s second quarter for 
fiscal year 2008 ended on October 31, 2007. Additional information about the Company, including copies of the 
continuous disclosure materials such as the annual information form and the management proxy circular are 
available through the SEDAR website at http://www.sedar.com. 
 
These interim unaudited consolidated financial statements have not been reviewed by the Company’s auditors. 
 
The Company’s consolidated financial statements have been prepared in accordance with Canadian generally 
accepted accounting principles, and all financial data derived therefrom in this interim report are expressed in U.S. 
dollars. The Company’s reporting currency is the U.S. dollar; however the functional currency is the Canadian 
dollar. Accordingly, the consolidated financial statements for the three and six-month periods ended October 31, 
2007 and October 31, 2006 are translated into U.S. dollars using the current rate method. All gains and losses 
resulting from the translation of the consolidated financial statements into U.S. dollars are reflected in accumulated 
other comprehensive income in shareholders’ equity. 
 

Quarterly Selected Financial Data 
(Quarterly data are unaudited) 
In thousands of U.S. dollars, except per share data 
 

 
 

Results of Operations 
Three and six months ended October 31, 2007 compared to three and six months ended 
October 31, 2006 
 

Revenue  
Total revenue for the three months ended October 31, 2007 increased by $2.2 million or 29% to $9.7 million 
compared to $7.6 million for the same period of fiscal 2007.  
 
Products revenue increased significantly by $1.6 million or 56% to $4.5 million in the second quarter of fiscal 2008 
compared to $2.9 million for the same period in the previous fiscal year. The increase in products revenue 
comprises an increase of $1.3 million for proprietary products and $281,000 in third-party products. The increase 
of proprietary products revenue is mainly due to the signing of a new account in the second quarter where 
significant license revenues were recognized upon the delivery of the software, as well as additional software 
revenue recognition related to new account bookings from the last three quarters, and the favorable impact on 
revenues from the strengthened Canadian dollar. On September 14, 2007, the Company had announced an 
important enhancement to the Company’s software license and maintenance agreement. New customers licensing 
the Company’s software would now purchase annual maintenance on an optional rather than mandatory basis. This 
change provides the customers with more flexibility while allowing the Company to compete on a level playing field 
with the competitors in the supply chain management software industry. The implication from a revenue 
recognition perspective is that the Company is enabled to recognize license revenue upon conclusion of an 
agreement and delivery of the software compared to recognizing the license revenues ratably over the support 
period, which is generally a period of twelve months. Please refer to the more detailed revenue recognition policies 
discussed later in this management discussion and analysis. 
 

Q1 Q2 Q1 Q2 Q3 Q4 Q3 Q4

Total Revenue 7,809     9,732     7,824   7,567   7,890   7,759   9,486    7,363     
Net Earnings ( Loss ) 82          427        (174)     (691)     436      (125)     (222)      (1,431)    

Basic & Diluted Net Earnings 
(Loss) per Common Share       
(In U.S. dollars) 0.01       0.03       (0.01)      (0.05)      0.03       (0.01)      (0.02)      (0.10)      

Fiscal Year 2008 Fiscal Year 2006Fiscal Year 2007
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Services revenue increased by 13% or $573,000 to $5.0 million during the second quarter of fiscal 2008 compared 
to $4.4 million for the same fiscal period last year. The increase in services revenue is due to the favorable 
exchange impact from the strengthened Canadian dollar estimated at $252,000 and the balance primarily from 
increased support and professional services revenue.  
 
As a percentage of total revenue, products accounted for 47% and services for 51% in the second quarter of fiscal 
2008 compared to 38% and 58%, respectively, in the second quarter of fiscal 2007.  
 
The Canadian dollar strengthened by approximately 10% against the U.S. dollar for the second quarter of fiscal 
2008 as compared to the same period in fiscal 2007. The Canadian dollar to U.S. dollar exchange rates for the 
three-month period ended October 31, 2007 averaged $0.981 US in comparison to $0.892 US for the same period 
last year. Consequently, the strengthened Canadian dollar has affected the reported revenues favorably by 
approximately $486,000 in the second quarter of fiscal 2008 in comparison to the same period last year. On the 
other hand, the strengthened Canadian dollar has affected cost of revenue and operating expenses adversely by 
approximately $327,000 and $326,000 respectively. Hence, earnings from operations have been affected 
unfavorably by $167,000, as a result of the stronger Canadian dollar. 
 
Total revenue for the six months ended October 31, 2007 increased by $2.2 million or 14% to $17.5 million 
compared to $15.4 million for the same period of fiscal 2007.  
 
Products revenue increased by $1.3 million or 22% to $7.2 million in the first half of fiscal 2008 compared to 
$5.9 million for the same period in the previous fiscal year. Services revenue increased by 10% or $929,000 to 
$9.9 million during the first six months of fiscal 2008 compared to $8.9 million for the same fiscal period last year. 
The increase in products revenue comprises an increase of $1.4 million for proprietary products and a decrease of 
$106,000 in third-party products. The increase of proprietary products revenue is largely attributable to the license 
revenue activity discussed earlier for the second quarter, and the favorable impact on revenues from the 
strengthened Canadian dollar estimated at approximately $112,000. The decrease on third-party products was 
mitigated by approximately $151,000 due to the impact of the strengthened Canadian dollar, otherwise the 
decrease would have been approximately $256,000. The decrease of third-party products is partly due to less 
emphasis being put on radio-frequency equipment and other hardware, particularly when the margin is low. The 
increase in services revenue is due to the favorable exchange impact from the strengthened Canadian dollar 
estimated at $368,000 and the balance primarily from increased support and professional services revenue, 
primarily as a result of heightened implementation activity.  
 
As a percentage of total revenue, products accounted for 41% and services for 56% in the first half of fiscal 2008 
compared to 38% and 58%, respectively, in the first half of fiscal 2007.  
 
The Canadian dollar strengthened by approximately 7% against the U.S. dollar for the first half of fiscal 2008 as 
compared to the same period in fiscal 2007. The Canadian dollar to U.S. dollar exchange rates for the six-month 
period ended October 31, 2007 averaged $0.957 US in comparison to $0.893 US for the same period last year. 
Consequently, the strengthened Canadian dollar has affected the reported revenues favorably by approximately 
$646,000 in the first half of fiscal 2008 in comparison to the same period last year. On the other hand, the 
strengthened Canadian dollar has affected cost of revenue and operating expenses adversely by approximately 
$466,000 and $444,000 respectively. Hence, earnings from operations have been affected unfavorably by 
$264,000, as a result of the stronger Canadian dollar. 
 
Cost of Revenue  
Total cost of revenue increased by 2% or $101,000 to $4.9 million in the second quarter of fiscal 2008 compared to 
$4.8 million for the same three-month period in fiscal 2007. The increase is mainly due to increase of third-party 
product costs of $240,000 attributable mainly to the $281,000 increase of third-party product revenues mentioned 
earlier. 
 
Services costs decreased slightly by $109,000 or 3% to 3.1 million for the second quarter of fiscal 2008 in 
comparison to the same period of the previous fiscal year primarily as a result of lower salary-related costs due to 
fewer employees and higher tax credits offset by the unfavorable impact of the strengthened Canadian dollar 
estimated at $261,000. The cost of services includes multimedia tax credits of $135,000 for the second quarter of 
fiscal 2008 compared to $99,000 for the same period in the previous fiscal year. 
 
Total cost of revenue for the first half of the year amounted to $9.3 million representing a 2% decrease or 
$230,000 in comparison to $9.5 million for the same six-month period in fiscal 2007. The decrease is mainly due to 
decrease of third-party product costs of $106,000 attributable mainly to the decrease of third-party product 
revenues mentioned earlier and the slight reduction in services costs of $37,000, and lower reimbursable expenses 
of $87,000. 
 



 5

Services costs decreased slightly by $37,000 or 1% to 6.1 million for the first half of fiscal 2008 in comparison to 
the same period of the previous fiscal year primarily as a result of lower salary-related costs due to an average of 
22 fewer employees offset by the unfavorable impact of the strengthened Canadian dollar estimated at $366,000. 
The cost of services includes multimedia tax credits of $256,000 for the first half of fiscal 2008 compared to 
$244,000 for the same period in the previous fiscal year. 
 

Gross Margin 
The gross margin increased by $2.1 million or 76% to $4.8 million for the second quarter of fiscal 2008 in 
comparison to $2.7 million for the same fiscal period last year. Total gross margin percentage in the second 
quarter of fiscal 2008 was 49% compared to 36% in the same period of fiscal 2007. The gross margin increase of 
13% is largely attributable to the incremental gross margin related to the increased proprietary products revenues 
and to the increased service revenues while costs remained relatively unchanged. 
  
Products margin in the second quarter increased by $1.4 million to $2.9 million and represented 64% of products 
revenue in fiscal 2008 compared to a 52% products margin for the same three-month period last year. This 
significant increase of 12% in the products margin is related to the increase in proprietary products revenues. 
During the quarter, the Company signed a significant new account for which considerable proprietary products 
revenues were realized, in addition to recognizing other proprietary software revenue recognized from new account 
bookings from the last three quarters. Third-party products gross margin contribution remained relatively stable in 
comparison to the same three-month period last year.  
 
Services gross margin increased by $682,000 to $1.9 million representing 39% of services revenue in the second 
quarter of fiscal 2008 compared to 28% for the same period last year. The improved services margin percentage is 
largely attributed to the higher revenues and the restructuring efforts to reduce staff levels at the end of the 
second quarter of fiscal 2007. The favorable impact of the strengthened Canadian dollar on services revenues is 
virtually completely offset by the unfavorable impact on the services costs. 
 
Gross margin increased by $2.4 million or 41% to $8.2 million for the first half of fiscal 2008 in comparison to 
$5.8 million for the same fiscal period last year. Total gross margin percentage in the first half of fiscal 2008 was 
47% compared to 38% in the same period of fiscal 2007. The gross margin increase of 9% is largely attributable to 
the incremental gross margin related to the increased proprietary products revenues and with increased service 
revenues while costs remained relatively unchanged. 
  
Products margin in the first half increased by $1.4 million to $4.5 million and represented 62% of products revenue 
in fiscal 2008 compared to a 51% products margin for the same period last year. The significant increase of 11% in 
the products margin is related to the increase in proprietary products revenues as discussed earlier. Third-party 
products gross margin contribution remained flat at $1.0 million for the first half of fiscal 2008 and fiscal 2007.  
 
Services gross margin increased by $966,000 to $3.8 million representing 38% of services revenue in the first half 
of fiscal 2008 compared to 31% for the same period last year. The improved services margin percentage is largely 
attributed to the higher revenues and the restructuring efforts to reduce staff levels at the end of the second 
quarter of fiscal 2007. As stated earlier, the favorable impact of the strengthened Canadian dollar on services 
revenues is virtually completely offset by the unfavorable impact on the services costs. 
   

Operating Expenses 
Total operating expenses increased by $427,000 or 13% to $3.8 million in the second quarter of fiscal 2008 
compared to $3.4 million for the same period of fiscal 2007. Operating expenses have been affected unfavorably by 
an estimated $326,000 due to the strengthened Canadian dollar. The most notable differences between the second 
quarter of fiscal 2008 in comparison with fiscal 2007 are as follows. 
 

• Operational activities including sales and marketing, general and administration, and research and 
development expenses are higher by $649,000 or 22% in the second quarter of fiscal 2008 compared to 
the same fiscal period of 2007. The increase is due to an estimated $310,000 unfavorable impact of the 
strengthened Canadian dollar, increased variable sales commissions for $156,000, management bonuses 
and employee profit sharing, and offset by a lower employee headcount as a result of the restructuring 
efforts at the end of the second quarter of fiscal 2007. The headcount for these activities averaged 95 
employees during the second quarter of fiscal 2008 compared to 109 employees during the comparable 
quarter of fiscal 2007. 

 
• Capitalized deferred development costs are lower by $21,000 in the second quarter of fiscal 2008 in 

comparison with the same period of the previous fiscal year. 
 
• The Company has begun the amortization of deferred development costs in July 2007 with the release of 

version 7.6 of the flagship product, EliteSeries, resulting in additional charges of $39,000 in the second 
quarter of the current fiscal year. 

 
• At the end of the second quarter of fiscal 2007, the Company recorded $234,000 of restructuring charges 

associated with employee termination costs and redundant facilities resulting in a favorable variance for 
the second quarter of fiscal 2008. 
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Total operating expenses increased by $346,000 or 5% to $7.1 million in the first half of fiscal 2008 compared to 
$6.7 million for the same period of fiscal 2007. Operating expenses have been affected unfavorably by an 
estimated $444,000 due to the strengthened Canadian dollar. The most notable variances differentiating the first 
half of fiscal 2008 in comparison with fiscal 2007 are as follows. 
 

• Operational activities including sales and marketing, general and administration, and research and 
development expenses are higher by $491,000 or 8% in the first half of fiscal 2008 compared to the same 
fiscal period of 2007. The increase is due to an estimated $425,000 unfavorable impact of the 
strengthened Canadian dollar, increased variable sales commissions for $206,000, management bonuses 
and employee profit sharing, and offset by a lower employee headcount as a result of the restructuring 
efforts at the end of the second quarter of fiscal 2007. The headcount for these activities averaged 95 
employees during the first six months of fiscal 2008 compared to 112 employees during the comparable 
quarter of fiscal 2007. 

 
• R&D investment tax credits are higher by $55,000 in the first half of fiscal 2008 in comparison to the 

same period of fiscal 2007. 
 

• Capitalized deferred development costs are lower by $84,000 in the first half of fiscal 2008 in comparison 
with the same period of the previous fiscal year. 

 
• The Company has begun the amortization of deferred development costs in July 2007 with the release of 

version 7.6 of the flagship product, EliteSeries, resulting in additional charges of $50,000 in the first half 
of the current fiscal year. 

 
• At the end of the first half of fiscal 2007, the Company recorded $234,000 of restructuring charges 

associated with employee termination costs and redundant facilities resulting in a favorable variance for 
the first six months of fiscal 2008. 

 

Other Income and Expenses 
During the second quarter of fiscal 2008, the Company recorded an exchange loss of $327,000 compared to an 
exchange loss of $64,000 for the corresponding quarter of fiscal 2007 (first half of fiscal 2008 – exchange loss of 
$455,000 compared to an exchange loss of $30,000 for the first half of fiscal 2007). The exchange gains or losses 
arise because the Company carries net monetary assets, primarily cash and accounts receivable, denominated in 
U.S. dollars. The U.S. dollar exchange rate moved from $1 US = $1.0657 CA, at the beginning of the current 
quarter, to $0.9499 CA as at October 31, 2007, representing a depreciation of 11% for U.S. monetary assets. 
During the second quarter of fiscal 2007, the U.S. dollar exchange rate moved from $1 US = $1.1309 CA, at the 
beginning of the quarter, to $1.1227 CA as at October 31, 2006, representing a depreciation of 1% for U.S. 
monetary assets. 
 
During the second quarter of fiscal 2008, the Company protected the majority of its U.S. net monetary assets from 
further erosion by means of a forward exchange contract selling $2.0 million U.S. forward at a rate of 1.044 for 
maturity before the end of the quarter, and held other forward exchange contracts selling $3.0 million U.S. forward 
at an average rate of 1.0474 for maturity after the end of the second quarter. As a result, the Company recorded a 
realized exchange gain of CA$188,000 ($193,000) on the matured transaction and an unrealized exchange gain of 
CA$292,500 ($300,000) on the forward contracts that have yet to mature. Despite the Company’s attempt to 
protect a large portion of its net U.S. monetary assets held at the beginning of the quarter, further additions during 
the quarter were subjected to exchange losses as the receivables related to those transactions underwent 
significant devaluation as they were recorded an average rate of $1 US = $1.02 CA and yet were revalued at $1 US 
= $0.9499 CA at the end of the quarter. 
 
During the six month period ended October 31, 2007, the U.S. dollar exchange rate depreciated 14% from $1.1067 
CA to $0.9499 CA. In the corresponding six month period of the previous year the U.S. dollar moved from $1.1203 
CA to $1.1227 CA, in effect, representing no change. As a result of the strategy to protect its net U.S. monetary 
assets, the Company mitigated the exchange losses from the weakened U.S. dollar and has recorded realized and 
unrealized gains of $540,000 CA ($548,000) in the first half of fiscal 2008. Similar hedging strategies yielded 
exchange losses of $76,000 in the first half of fiscal 2007.  
 
Subsequent to the current quarter ended October 31, 2007, the Company undertook two other foreign exchange 
contracts to sell $2.0 million U.S. dollars forward at average rates of $0.9273 CA. 
 
The consolidated financial statements for the three and six-month periods ended October 31, 2007 and October 31, 
2006 are translated into U.S. dollars using the current rate method. All gains and losses resulting from the 
translation of the Canadian dollar consolidated financial statements into U.S. dollars are reflected in accumulated 
other comprehensive income in shareholders’ equity. 
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The Company has recorded an increase of $1.7 million due to the translation adjustment within the accumulated 
other comprehensive income in the second quarter of fiscal 2008 ($2.2 million for the first half of fiscal 2008) 
compared to an increase of $105,000 for the corresponding quarter of fiscal 2007 ($5,000 decrease for the first 
half of fiscal 2007). As such the comprehensive income for the second quarter of fiscal 2008 is $2.1 million in 
comparison to a comprehensive loss of $586,000 for the corresponding quarter of the previous fiscal year.  
 
For the six-month period ended October 31, 2007, the Company has recorded comprehensive income of 
$2.7 million compared to a comprehensive loss of $870,000 for the first half of the previous fiscal year. 
 

Asset-Backed Commercial Paper 
At October 31, 2007, the Company held various third party asset-backed commercial paper (ABCP) with an original 
cost of CA $5.1 million, including U.S. $400,000 denominated commercial paper. The ABCP has been classified as 
held for trading on initial recognition and is measured at fair value at each reporting date. At the dates the 
Company acquired these investments they were rated R1-high, the highest credit rating issued by the Dominion 
Bond Rating Service (DBRS), and consistent with the criteria of the Company’s investment policy. These 
investments matured in the second quarter of fiscal 2008, however as a result of the liquidity disruption in the 
ABCP market, they did not settle on maturity. 
 
On August 16, 2007, an announcement was made by a group representing banks, asset providers and major 
investors that they had agreed in principle to a long-term proposal and interim agreement to convert the ABCP into 
long-term floating rate notes maturing no earlier than the scheduled maturity of the underlying assets. A Pan 
Canadian Investors Committee was created on September 6, 2007 to oversee the proposed restructuring process 
of the third party ABCP. In mid October 2007, the committee announced that the restructuring would be completed 
on or before December 14, 2007.  
 
The ABCP in which the Company has invested has not traded in an active market since mid-August 2007. The ABCP 
in which the Company has invested continues to be rated R1 (high, under review with developing implications) by 
DBRS, with the exception of CA $175,000 invested in Apsley Trust, which has been down-graded to R4 (under 
review with developing implications). 
 
In the absence of an active market, the Company has had to evaluate all information available to establish a fair 
value for its ABCP holdings. Management calculated the fair value by discounting the expected cash flows according 
to the probability of recovery of principal and interest based on maturity dates in line with the expected conversion 
of the ABCP into floating rate notes. During the second quarter ended October 31, 2007, this valuation resulted in 
the reduction of $263,000 to the estimated fair value of the ABCP. This amount has been recorded in other non-
operating expenses, as well as an additional charge of $45,000 for the foreign exchange losses relating to the U.S. 
dollar denominated asset-backed commercial paper. The Company is not accruing interest on these investments. 
 
Continuing uncertainties regarding the value of the assets, which underlie the ABCP, the amount and timing of cash 
flows and the outcome of the restructuring process could give rise to a further change in the value of the 
Company’s investments in ABCP, which would impact the Company’s earnings in future periods. 
 

Net Earnings / Loss 
The Company recorded net earnings of $509,000 or $0.04 per share in the first half of fiscal 2008 compared to a 
net loss of $865,000 or $0.06 per share for the same period last year. Similarly, for the second quarter of fiscal 
2008, the Company recorded net earnings of $427,000 or $0.03 per share compared to a net loss of $691,000 or 
$0.05 per share for the corresponding period of a year earlier. 
 

Liquidity and Capital Resources 
As of October 31, 2007, current assets totaled $16.4 million compared to $14.9 million at the end of fiscal 2007. 
Cash, restricted cash equivalents, short-term and other investments, and asset-backed commercial paper less the 
bank advances increased to $8.5 million compared to $7.2 million as at April 30, 2007. Accounts receivable and 
work in progress totaled $8.4 million at the end of October 31, 2007 compared to $6.5 million as at April 30, 2007. 
The Company’s DSO (days sales outstanding) increased to 77 days at the end the second quarter of fiscal 2008 in 
comparison to 76 days at the end of fiscal 2007 and 88 days at the end of the second quarter of fiscal 2007. 
 
Current liabilities as at October 31, 2007 totaled $13.3 million compared to $7.9 million at the end of fiscal 2007 
due to the increase in bank advances, accounts payable, and deferred revenues. Working capital decreased to 
$3.1 million at the end of the second quarter of fiscal 2008 compared to $7.0 million at the end of fiscal year 2007 
primarily as a result of the reclassification of the asset-backed commercial paper as a long-term asset. 
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Due to the liquidity disruption in the asset-backed commercial paper market, the Company has taken precautionary 
measures to ensure that its operations will continue unabated and without restrictions and on September 28, 2007 
entered into an agreement with a Canadian bank for a revolving credit facility providing access to CA $4.0 million 
($4.2 million) of liquidity, by way of floating rate advances, to be used to finance the Company’s working capital 
needs. These credit facilities are secured by a first-ranking hypothec of CA $4.8 million ($5.1 million) on the third 
party asset-backed commercial paper investments held with the bank. This credit facility may be reviewed 
periodically by the bank and shall be payable on demand. Notwithstanding the foregoing, this credit facility shall be 
reimbursed in its entirety on April 30, 2008. On October 31, 2007 the Company had drawn $2.1 million on this 
credit facility. Please see note 4 to the consolidated financial statements for further details. 
 
During the first half of fiscal 2008, operating activities generated funds of $1.4 million compared to using funds of 
$2.3 million for the same period last year. Operating activities excluding non-cash working capital items generated 
$1.1 million and net non-cash working capital generated funds of $269,000. During the first half of fiscal 2007, 
operating activities excluding non-cash working capital items used $521,000 and net non-cash working capital used 
funds of $1.8 million.  
 
During the second quarter of fiscal 2008, operating activities generated $1.3 million compared to using funds of 
$1.1 million in the corresponding period of fiscal 2007 reflecting a net improvement of $2.4 million. Cash generated 
from operations, excluding non-cash working capital, improved by $1.2 million amounting to $742,000 in the 
second quarter of fiscal 2008 in comparison to using cash of $483,000 for the corresponding period a year earlier. 
Similarly non-cash working capital generated $606,000 in comparison to using $568,000 in comparing the second 
quarter for fiscal 2008 and fiscal 2007 respectively. The majority of the improvement for non-cash working capital 
is attributable to the increase in accounts payable. 
 
The Company believes that funds on hand at October 31, 2007, together with short term investments and cash 
flow from operations, and access to the revolving line of credit, if required, will be sufficient to meet its needs for 
working capital, R&D, capital expenditures and debt repayment for at least the next twelve months. 
 
Financing activities generated funds of $1.5 million for the first half of fiscal 2008 and $7,000 for the same six-
month period in fiscal 2007. During the second quarter and for the six month period ended October 31, 2007, the 
Company has drawn $2.1 million on its credit facilities to generate cash. The repayment of long-term debt and 
capital lease obligations amounted to $7,000 and 13,000 in the second quarter and the first half of fiscal 2007 
respectively in comparison to nil for the current fiscal year. During the first half of fiscal 2008, 3,000 options were 
exercised in the first quarter (2007 – nil) and nil in the second quarter (2007 – 97,600) to purchase common 
shares generating $3,000 (2007- $86,000). Additionally, during the second quarter and first half of the current 
fiscal year, the Company purchased 395,300 and 401,200 respectively of its outstanding common shares for 
cancellation at an average price of CA $1.40 (US $1.36) per share under a Normal Course Issuer Bid (NCIB). The 
total cost related to the purchasing of these shares for the first half of fiscal 2008, including other related costs, 
was $556,000 ($548,000 in the second quarter). The excess of the net book value over the purchase price of the 
shares of $564,000 was credited to contributed surplus. As per note 5 to the consolidated financial statements, the 
Company may purchase common shares under the NCIB, if it considers it advisable, at any time, and from time to 
time, to July 18, 2008. During the first quarter of fiscal 2007, the Company purchased 50,000 shares at an average 
price of CA $1.44 (US $1.29) per share. The total cost related to the purchasing of these shares, including related 
costs, was $66,000. The excess of the net book value over the purchase price of the shares of $74,000 was 
credited to contributed surplus.  
 
During the first half of fiscal 2008, investing activities used funds amounting to $3.0 million in comparison to 
generating $2.4 million for the comparable period of fiscal 2007. The Company used funds of $2.7 million 
($4.5 million in the second quarter) by increasing its short-term investments, which were later reclassified to long-
term asset-backed commercial paper, whereas $2.6 million ($1.1 million in the second quarter) was generated in 
the first half of fiscal 2007 by decreasing short-term investments. Funds of $229,000 and $144,000 were used for 
the first half of fiscal 2008 and 2007 respectively ($129,000 and $112,000 for the second quarter of fiscal 2008 
and 2007 respectively) for the acquisition of property, and equipment, and computer software for internal use. 
During the first half of fiscal 2008, the Company advanced an additional loan to TECSYS Latin America (TLA) for 
$50,000 and collected $19,000 in payments related to previous loans for a net disbursement of $33,000. Similarly, 
the Company had extended its first two loans to TLA for $100,000 in the first half of fiscal 2007. 
 

Long-term Investment 
On December 13, 2005, the Company acquired an equity interest in TECSYS Latin America (TLA). Please refer to 
note 6 to the consolidated financial statements included in the 2007 annual report. 
 
On October 19, 2007, The Company increased its investment by exercising its option to acquire additional shares in 
TLA increasing its shareholdings from 22% to 30%. By an addendum to the original share purchase agreement, the 
Company acquired an additional 27,212 shares, of which 20,408 shares were acquired from the TLA treasury and 
6,804 shares were acquired from existing shareholders. The basis of valuation for the share pricing consisted of a 
predetermined methodology, described in the original share purchase agreement, applied on the audited financial 
results of TLA. The price for the shares was established at $6.81 per share for an aggregate consideration of 
$185,000 US (CA $176,000), to be paid in three equal installments from November 2007 through February 2008. 
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The investment was accrued on the financial statements of October 31, 2007, however is excluded from the 
statements of cash flows given that the payments have not been executed. 
 

Subsequent Event 
On December 3, 2007, the Company announced its acquisition of all of the issued and outstanding shares of 
Streamline Information Systems Limited (Streamline). Streamline will become a division of TECSYS Inc. The total 
investment for this transaction is approximately CA $1.4 million ($1.4 million). 
 
Founded in 1985 and based in Brantford, Ontario, Streamline has been a provider of enterprise software 
applications for the industrial distribution sector for small and medium-sized businesses. Streamline’s offerings 
include software, professional and support services, as well as hardware and networking technology for its clients 
in Canada and the United States. The product line, Visual Streamline, is a full suite of software including sales 
order management, inventory management, and financial applications. Its customers are primarily wholesalers 
spanning multiple industry segments in North America. The company recorded revenues of CA $2.9 million for its 
fiscal year ended August 31, 2007. 
 

Change in Accounting Policies 
On May 1, 2007, the Company adopted the recommendations of the Canadian Institute of Chartered Accountants 
Handbook (CICA Handbook) Section 1530, Comprehensive Income; Section 3855, Financial Instruments – 
Recognition and Measurement; Section 3861, Financial Instruments – Disclosure and Presentation; Section 3865, 
Hedges; and Section 3251, Equity. These sections apply to fiscal years beginning on or after October 1, 2006 and 
provide standards for recognition, measurement, disclosure and presentation of financial assets, financial liabilities, 
and non-financial derivatives, and describe the criteria for the application of hedge accounting.  
 
Financial Instruments 
Under the new standards, all financial instruments are classified into one of the following five categories: held-for-
trading, held-to-maturity investments, loans and receivables, available-for-sale financial assets, or other financial 
liabilities. All financial instruments, including derivatives, are recorded on the consolidated balance sheet at fair 
value. After the initial recognition, the financial instruments are measured at fair values, except for held-to-
maturity investments, loans and receivables, and other financial liabilities, which are measured at amortized cost. 
The effective interest related to the financial liabilities and the gain or loss arising from a change in the fair value of 
a financial asset or financial liability classified as held-for-trading is included in net income for the period in which it 
arises. If a financial asset is classified as available-for-sale, the gain or loss is recognized in other comprehensive 
income until the financial asset is derecognized and all the cumulative gain or loss is then recognized in net 
income. Transaction costs are expensed as incurred for financial instruments classified as held-for-trading. For 
other financial instruments, transaction costs are capitalized on initial recognition and must be classified against 
the underlying financial instruments. 
 
The Company has classified its cash and cash equivalents and short-term and other investments as held-for-
trading. Accounts receivable and other accounts receivable are classified as loans and receivables, which are 
measured at amortized cost. Accounts payable and accrued liabilities, and current portion of long-term are 
classified as other financial liabilities. The Company did not have any held-to-maturity instruments during the three 
and six month periods ended October 31, 2007. The adoption of this standard did not impact earnings. 
 
The Company enters into forward exchange contracts to sell amounts of currency in the future at predetermined 
exchange rates. The net fair value of outstanding forward exchange contracts has been accounted as a foreign 
exchange gain (loss) in net earnings, since the Company has not designated any hedging relationships. 
Accordingly, the Company does not use any hedge accounting rules. 
 
Comprehensive Income 
Comprehensive income comprises the addition of the Company’s net earnings and other comprehensive income. 
Section 1530 provides standards for the reporting and presentation of comprehensive income, which represents the 
change in equity from transactions and other events and circumstances from non-owner sources. Other 
comprehensive income is defined by revenues, expenses, gains and losses that are recognized in comprehensive 
income, but excluded from net earnings, in conformity with generally accepted accounting principles. It includes 
unrealized gains and losses, such as changes in the currency translation adjustment relating to self-sustaining 
foreign operations; unrealized gains and losses on available-for-sale investments; and the effective portion of gains 
or losses on derivatives designated as cash flow hedges or hedges of the net investment in self-sustaining foreign 
operations. Section 3251, “Equity”, establishes standards for the presentation of equity and changes in equity as a 
result of the new requirements of Section 1530, “Comprehensive Income”. Upon adoption of this section, the 
consolidated financial statements now include a new statement entitled “Consolidated Statement of Comprehensive 
Income” representing the Company’s net earnings (loss) for the period as well as other comprehensive income 
(loss). Accumulated other comprehensive income is presented in shareholder’s equity. The “Cumulative translation 
adjustment” of $3,279,000 presented in the consolidated balance sheet as at April 30, 2007 has been reclassified 
to “Accumulated  other comprehensive income”. 
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Hedges 
Section 3865 specifies the criteria that must be satisfied in order for hedge accounting to be applied and the 
accounting for each of the permitted hedging strategies: fair value hedges and cash flow hedges. Hedge accounting 
ensures that all gains, losses, revenues, and expenses from the derivative and the item it hedges are recorded in 
the statement of earnings in the same period. Hedge accounting is optional. As the Company does not have any 
hedging relationships, this section did not have any impact on its consolidated financial statements. 
 

Critical Accounting Policies 
The Company’s critical accounting policies are those that it believes are the most important in determining its 
financial condition and results. A summary of the Company’s significant accounting policies, including the critical 
accounting policies discussed below, is set out in the notes to the consolidated financial statements in the annual 
report for the year ended April 30, 2007. 
 
Use of estimates 
The preparation of financial statements in accordance with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and 
disclosures of contingent assets and liabilities at the dates of the financial statements and the reported amounts of 
revenue and expenses during the reporting periods. Significant areas requiring the use of management estimates 
include revenue recognition relating to multiple element arrangements, determining the percentage-of-completion 
of projects for purposes of revenue recognition, establishing the fair value of assets and liabilities, intangible 
assets, and goodwill related to business combinations, determining estimates and assumptions related to 
impairment tests for all long-loved assets and goodwill, and establishing provisions related to doubtful accounts. 
Consequently, actual results could differ from those estimates. 
 
As the Company’s software implementation period may typically span from six to twelve months, the most 
significant area requiring judgement and estimation is revenue recognition relating to multiple element 
arrangements, where the resulting revenue recognition per element and the related timing must be assessed in 
relation to contract terms, Statement of Position (“SOP”) 97-2 criteria, future services, and other criteria as 
discussed later. The estimates and assumptions are based on past experience and other factors that the Company 
considers reasonable. As this involves varying degrees of judgement and uncertainty, actual results could differ 
from those estimates. 
 
Based on a structured methodology, portions of the purchase price paid in business acquisitions (PointForce Inc. in 
fiscal 2004 and Application Solutions Inc. and Symplistech Inc. in fiscal 2005) have been assigned to intangible 
assets acquired, consisting of customer relationships, acquired technology, reseller agreement and vendor non-
solicitation engagements. Determination of the fair values assigned to each of these acquired intangible assets has 
required management estimates of revenue growth, gross margins, retention of customer base, technology 
obsolescence, operating expenses, capital requirements and expected future cash flows.  Fair values attributed to 
the intangible assets acquired in each business acquisition were determined based on the specific circumstances of 
each acquisition together with management’s outlook based on past performance, the business plan, and as 
incorporated in initial operating and capital budgets. The acquired intangible assets are being amortized on a 
straight-line basis over five years based on the current estimates of technological obsolescence and a projected 
20% annual attrition of the existing customer base.  The carrying values of the intangible assets acquired in 
business acquisitions are reviewed annually for impairment as described below.   
 
The Company assesses the carrying value of its long-lived assets, which include property and equipment and 
definite-life intangible assets, for future recoverability when events or changed circumstances indicate that the 
carrying value may not be recoverable. An impairment loss is recognized if the carrying value of a long-lived asset 
exceeds the sum of the estimated undiscounted future cash flows expected from its use. The amount of 
impairment loss, if any, is determined as the excess of the carrying value of the assets over their fair value. The 
long-lived assets impairment test entails the use of a number of management estimates including but not limited to 
revenue growth, gross margins, operating expenses, capital requirements, and future cash flows. The estimates 
involve varying degrees of judgement and uncertainty. Actual results will differ from those estimates. 
 
Goodwill represents the excess of the purchase price of businesses acquired over the fair value of the underlying 
net identifiable assets acquired or liabilities assumed. Goodwill is evaluated for impairment annually, or when 
events or changed circumstances indicate that an impairment may have occurred. In connection with the goodwill 
impairment test, if the carrying value of the Company’s reporting unit to which goodwill relates exceeds its 
estimated fair value, an impairment loss is recognized in the amount of the excess of the carrying value over the 
fair value. The goodwill impairment test entails the use of a number of management estimates including but not 
limited to revenue growth, gross margins, retention of customer base, technology obsolescence, operating 
expenses, capital requirements and future cash flows. The estimates involve varying degrees of judgement and 
uncertainty. Actual results will differ from those estimates. 
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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 condition of customers deteriorates 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. 
 
The company accrues refundable investment tax credit benefits related to qualifying activities, including research 
and development projects. Considerable judgement is required to assess the various criteria of whether activities 
qualify. As these activities are audited periodically by the taxation authorities, the actual results attributable to a 
fiscal period may differ from the accounting estimates posted. 
 

Revenue Recognition 
The Company licenses software under non-cancellable license agreements and provides services including training, 
installation, consulting and maintenance, consisting of product support services and periodic updates. Software 
licenses sold by the Company are generally perpetual in nature. The Company recognizes revenue in accordance 
with the guidance set out in Statement of Position (“SOP”) 97-2, “Software Revenue Recognition”. Revenues 
generated by the Company include the following: 

 
• License Fees  

Revenue from perpetual licenses sold separately are recognized when a non-cancellable license agreement 
has been signed, the software product has been delivered, there are no uncertainties surrounding product 
acceptance, the fees are fixed or determinable, and collection is considered probable. Fees from multiple 
element arrangements are allocated to the various elements based on vendor-specific objective evidence of fair 
value provided that services, if any, are not essential to the functionality of the software. Revenue from 
perpetual licenses sold under multiple element arrangements are recognized upon shipment of the software 
product, provided that all of the above criteria have been met and subject to the following. 

 
Certain of the Company’s license agreements require the customer to renew its annual support agreement in 
order to maintain its right to continue to use the software. In such cases, the perpetual license is effectively 
transformed into a renewable annual license. An up-front license fee representing a significant and incremental 
premium over subsequent year renewal fees is deferred and recognized as revenue over the period in which 
support is expected to be provided, which is generally considered to be the estimated useful life of the software 
license. Where an up-front fee is not considered to represent a significant and incremental premium over 
subsequent year renewal fees, the license fee is recognized ratably over the initial contractual support period, 
which is generally one year. 

 
Where services are considered to be essential to the functionality of the software, fees from licenses and 
services are aggregated and recognized as revenue as the related services are performed using the 
percentage-of-completion method. The percentage of completion is generally determined based on the number 
of hours incurred to date in relation to the total expected hours of services. The cumulative impact of any 
revision in estimates of the percentage completed is reflected in the period in which the changes become 
known. Losses on such contracts in progress are recognized when known. Work in progress is established for 
revenue based on the percentage completed in excess of progress billings as of the balance sheet date. Any 
excess of progress billings over revenue based on the percentage completed is deferred and included in 
deferred revenue. Generally, the terms of long-term contracts provide for progress billings based on completion 
of certain phases of work. Where acceptance criteria are tied to specific milestones, the percentage of 
completion up to that milestone is recognized upon acceptance. 
 

• Support Agreements  

 Support agreements generally call for the Company to provide technical support and unspecified software 
updates to customers. Proprietary licenses support revenues for technical support and unspecified software 
update rights are recognized ratably over the term of the support agreement. Third-party support revenues and 
the related costs are generally recognized upon delivery of the third-party products as the Company’s direct 
customer support for these products is generally limited to interface issues between the Company’s proprietary 
products and the third-party products. Customer support for technical issues related to the third-party products 
is referred to the third-party supplier for resolution. 

 
• Consulting and Education Services 

 The Company provides consulting and education services to its customers. Revenues from such services are 
recognized as the services are performed. 
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Disclosure Controls and Procedures  
The purpose of internal controls over financial reporting is to provide reasonable assurance of the reliability of the 
Company’s financial reporting and of the preparation of its financial statements in accordance with GAAP. The 
President and Chief Executive Officer and the Vice President, Finance and Administration and Chief Financial Officer 
have assessed whether the Company made any change to its internal controls, during the quarter ended October 
31, 2007, that has had or is liable to have a material effect. No such change was found.  
 

Related Party Transactions 
The company has a subordinated loan for CA$107,000 ($113,000) 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. The same 
amount was outstanding as at October 31, 2007 and October 31, 2006. 
 
Pursuant to the equity investments in TECSYS Latin America Inc (TLA), as described in note 6 of the 2007 annual 
report, the Company has committed to advance funds to TLA for an aggregate amount of $250,000. During 2007, 
the Company provided three loans of $50,000 each at various dates amounting to $150,000. During the first 
quarter of fiscal 2008, another loan of $50,000 was advanced. These amounts are repayable over four years 
commencing six months following each advance. The loans bear interest at 5% per annum. The loans outstanding 
at October 31, 2007 amount to $179,000. The short-term portion of the loan receivable is included in other 
accounts receivable. 
 

Outstanding Shares Data 
As at November 27, 2007, the Company has 13,262,197 common shares outstanding as an additional 17,900 
shares have been purchased for cancellation under the Normal Course Issuer Bid since the end of the Company’s 
second quarter. 
 
Similarly, on November 27, 2007, outstanding stock options to purchase common shares number 841,706 as the 
Company has granted an additional 1,000 options since the end of the second quarter, while 3,369 options have 
either been forfeited or expired. Warrants to purchase common shares number 45,000. 
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Management has compiled the unaudited interim consolidated financial information of TECSYS Inc. consisting of the 
interim Consolidated Balance Sheet as at October 31, 2007 and the Consolidated Statements of Deficit, Operations, 
Comprehensive Income, and Cash Flows for the three and six-month periods ended October 31, 2007 and October 
31, 2006. An accounting firm has not reviewed or audited these interim consolidated financial statements. 
 
 
 



 

TECSYS Inc.
Consolidated Balance Sheets
Prepared in Accordance with Canadian Generally Accepted Accounting Principles

(in thousands of U.S. dollars)
October 31,  April 30,

                    2007 2007
(unaudited) (audited)

Assets

Current assets
Cash and cash equivalents 4,794                   4,058               
Short-term and other investments -                      2,509               
Accounts receivable 7,827                   6,242               
Work in progress 525                      271                  
Other accounts receivable 496                      169                  
Tax credits receivable 1,654                   983                  
Inventory 246                      145                  
Prepaid expenses 833                      500                  

16,375                 14,877             

Restricted cash equivalents and other investments 706                      609                  
Asset-backed commercial paper (note 2) 5,067                   -                  
Long-term receivable 136                      110                  
Long-term investment (note 3) 481                      257                  
Property and equipment, net 1,884                   1,672               
Intangible assets, net 1,307                 1,385              
Deferred development costs 894                      672                  
Goodwill 2,410                   2,068               

29,260                 21,650             

Liabilities

Current liabilities
Bank advances (note 4) 2,105                   -                  
Accounts payable and accrued liabilities 5,577                   4,367               
Current portion of long-term debt 113                      97                    
Deferred revenue 5,487                   3,420               

13,282                 7,884               

Subsequent event (note 10)

Shareholders' equity

Capital stock (note 5) 37,073                 38,188             
Contributed surplus (notes 5 and 6) 7,876                   7,293               

Accumulated other comprehensive income 5,514                   3,279               
Deficit (34,485)               (34,994)           

(28,971)               (31,715)           

15,978                 13,766             

29,260                 21,650             

See accompanying notes to the unaudited consolidated financial statements
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TECSYS Inc.
Consolidated Statements of Deficit
Prepared in Accordance with Canadian Generally Accepted Accounting Principles

 (in thousands of U.S. dollars)

Six Months Ended Six Months Ended
October 31, October 31,

2007 2006

(unaudited) (unaudited)

Balance  - Beginning of period (34,994)                        (34,440)                            

Net earnings (loss) for the period 509                               (865)                                 

Balance - End of period (34,485)                        (35,305)                            

See accompanying notes to the unaudited consolidated financial statements
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TECSYS Inc.
Consolidated Statements of Operations
Prepared in Accordance with Canadian Generally Accepted Accounting Principles

(in thousands of U.S. dollars, except share and per share data)

Three Months 
Ended

Three Months 
Ended

Six Months 
Ended

Six Months 
Ended

October 31, October 31, October 31, October 31,
2007 2006 2007  2006

(unaudited) (unaudited) (unaudited) (unaudited)

Revenue
Products (note 7a) 4,527               2,905               7,234                 5,926               
Services 4,969               4,396               9,850                 8,921               
Reimbursable expenses 236                  266                  457                    544                  

9,732               7,567               17,541               15,391             
Cost of revenue
Products 1,647               1,407               2,771                 2,877               
Services (note 7b) 3,052               3,161               6,088                 6,125               
Reimbursable expenses 236                  266                  457                    544                  

4,935               4,834               9,316                 9,546               

Gross margin 4,797               2,733               8,225                 5,845               

Operating expenses
Sales and marketing 1,551               1,359               2,812                 2,789               
General and administration 809                  565                  1,574                 1,289               
Gross research and development 1,262               1,049               2,419                 2,236               
Research and development tax credits (110)                 (46)                   (207)                  (152)                 
Deferred development costs (53)                   (74)                   (145)                  (229)                 
Stock-based compensation 11                    5                      21                      19                    
Amortization of property and equipment 140                  138                  264                    270                  
Amortization of  intangible assets 155                  147                  303                    289                  
Amortization of  deferred development costs 39                    -                   50                      -                   
Restructuring charges -                   234                  -                    234                  

3,804               3,377               7,091                 6,745               

Earnings (loss) from operations 993                  (644)                 1,134                 (900)                 

Interest income 23                    25                    101                    102                  
Interest expense (1)                     (10)                   (4)                      (29)                   
Foreign exchange losses (327)                 (64)                   (455)                  (30)                   
Changes in fair value of asset-backed commercial paper (263)                 -                   (263)                  -                   
Share of net earnings (loss) of a company subject to 
significant influence 2                      2                      (4)                      (8)                     

Net earnings (loss) for the period 427                  (691)                 509                    (865)                 

Weighted average number of common shares outstanding 
                            - basic 13,478,076      13,624,736      13,578,602        13,626,580      

                            - diluted 13,495,069      13,624,736      13,603,391        13,626,580      
Basic and diluted net earnings (loss) per common share     
( in US dollars ) 0.03$               (0.05)$              0.04$                 (0.06)$              

See accompanying notes to the unaudited consolidated financial statements
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TECSYS Inc.
Consolidated Statements of Comprehensive Income
Prepared in Accordance with Canadian Generally Accepted Accounting Principles

(in thousands of U.S. dollars)

Three Months 
Ended

Three Months 
Ended

Six Months 
Ended

Six Months 
Ended

October 31, October 31, October 31, October 31,
2007 2006 2007  2006

(unaudited) (unaudited) (unaudited) (unaudited)

Net earnings (loss) for the period 427                  (691)                 509                    (865)                 

Other comprehensive income (loss)

   Translation adjustment 1,706               105                  2,235                 (5)                     

Comprehensive income (loss) 2,133               (586)                 2,744                 (870)                 

See accompanying notes to the unaudited consolidated financial statements
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TECSYS Inc.
Consolidated Statements of Cash Flows
Prepared in Accordance with Canadian Generally Accepted Accounting Principles

(in thousands of U.S. dollars)

Three Months 
Ended

Three Months 
Ended

Six Months 
Ended

Six Months 
Ended

October 31, October 31, October 31, October 31,
2007 2006 2007 2006

(unaudited) (unaudited) (unaudited) (unaudited)
Cash flows from

Operating activities
Net earnings (loss) for the period 427                        (691)                       509                      (865)                    
Adjustments for

Amortization of property and equipment 140                        138                        264                      270                     
Amortization of intangible assets 155                        147                        303                      289                     
Amortization of deferred development costs 39                          -                         50                        -                      
Stock-based compensation 11                          5                            21                        19                       
Changes in fair value of asset-backed commercial paper 263                        -                         263                      -                      
Unrealized foreign exchange gains (232)                       (5)                          (130)                    (13)                      
Deferred development costs (59)                        (75)                        (151)                    (229)                    
Share of net (earnings) loss of a company subject to significant 
influence (2)                          (2)                          4                          8                         

Changes in non-cash working capital items related to operations
(Increase) decrease in accounts receivable (166)                       608                        (500)                    (146)                    
Increase in work in progress (34)                        (208)                       (69)                      (186)                    
Decrease in other accounts receivable 32                          16                          22                        11                       
Increase in tax credits receivable (245)                       (154)                       (464)                    (343)                    
Increase in inventory (51)                        (53)                        (65)                      (44)                      
Decrease (increase) in prepaid expenses 27                          (60)                        (231)                    67                       
Increase (decrease) in accounts payable and accrued liabilities 1,015                     (910)                       398                      (924)                    
Increase (decrease) in deferred revenue 28                          193                        1,178                   (202)                    

1,348                     (1,051)                    1,402                   (2,288)                 
Financing activities

Increase in bank advances 2,051                     -                         2,051                   -                      
Repayment of long-term debt and capital lease obligations -                         (7)                          -                      (13)                      
Issuance of common shares -                         86                          3                          86                       
Purchase of common shares for cancellation (548)                       -                         (556)                    (66)                      

1,503                     79                          1,498                   7                         
Investing activities

(Increase) decrease in short-term and other investments (4,538)                    1,073                     (2,698)                 2,647                  
Acquisitions of property and equipment (128)                       (110)                       (205)                    (142)                    
Acquisitions of intangible assets (1)                          (2)                          (24)                      (2)                        
Increase in long-term receivable including the current portion (3)                          (50)                        (33)                      (100)                    

(4,670)                    911                        (2,960)                 2,403                  

         and cash equivalents 693                        (2)                          796                      (10)                      

Change in cash and cash equivalents (1,126)                    (63)                        736                      112                     
Cash and cash equivalents - Beginning of Period 5,920                     1,355                     4,058                   1,180                  

Cash and cash equivalents - End of Period 4,794                     1,292                     4,794                   1,292                  

See accompanying notes to the unaudited consolidated financial statements

Effect of foreign exchange rate fluctuations on cash 
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TECSYS Inc.
Consolidated Statements of Shareholders' Equity
Prepared in Accordance with Canadian Generally Accepted Accounting Principles
(Unaudited)

(in thousands of U.S. dollars)

Contributed Accumulated Deficit Total
Number Amount Surplus Other Comprehensive

Income
Balance, April 30, 2007 13,678,297          38,188$         7,293$            3,279$                                 (34,994)$         13,766$         

Repurchase of common shares (401,200)              (1,120)            564                 -                                       -                  (556)               

Stock options exercised 3,000                   3                    -                  -                                       -                  3                    

Fair value associated with options exercised -                       2                    (2)                    -                                       -                  -                 

Stock-based compensation -                       -                 21                   -                                       -                  21                  

Translation adjustment -                       -                 -                  2,235                                   -                  2,235             

Net earnings for the period -                       -                 -                  -                                       509                 509                

Balance, October 31, 2007 13,280,097          37,073$         7,876$            5,514$                                 (34,485)$         15,978$         

See accompanying notes to the unaudited consolidated financial statements

Capital Stock
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