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Dear Shareholder, 
 
I am pleased to report that Q2 of fiscal 2010 was a solid quarter with continued growth of our proprietary software, 
enabling us to achieve the highest license revenue in a quarter this decade and improving our returns to shareholders. 
During the quarter we won major new agreements in our healthcare vertical market, particularly in the emergency 
preparedness sector where hospitals and emergency sites in Canada and the U.S. have made a proactive effort to be 
ready with their supply chains for significant events such as the distribution of H1N1 vaccines. We also completed the 
deployment of ten major go-lives, all of which have contributed positively to our revenue mix and profitability. 
 
While overall revenue was 7% down, primarily attributable to lower third-party products sales and to lower services 
billings as a result of slower services bookings during past recessionary quarters, our proprietary software revenue 
increased by $765K in Q2, 2010 compared to Q2, 2009. The improvement in our proprietary software revenue helped 
us achieve profitability of six cents per share and a gross margin of 48% in Q2, 2010 compared to 43% in Q2, 2009. 
  
Below are the key financial highlights of the quarter: 
 

 Earnings from operations for the second quarter, 2010 increased to $813K from $771K in Q2, 2009. 
 Revenue was $9.9M in Q2, 2010 compared to $10.7M in Q2, 2009  
 EBITDA for Q2, 2010 increased to $1,118K from $1,018K for Q2 of last fiscal year. 
 Net earnings for the second quarter, 2010 were $746K or $0.06 per share compared to $644K or $0.05 

per share for the second quarter of last fiscal year.  
 Annualized return-on-equity was equal to 18.7% in Q2, 2010 compared to 16.5% in Q2 of last fiscal 

year.  
 Cash, cash equivalents and other short-term investments amounted to $7.1M at the end of Q2, 2010, 

compared to $6.0M at the end of Q2, 2009 with no significant long-term debt. 
 
 
During the quarter, we signed agreements with fourteen existing clients and new customers across our business units, 
improving our market share and recurring revenue opportunity in the vertical markets we serve. From a services’ 
perspective, we completed the deployment of our supply chain execution solutions at sixteen customer sites, five of 
which were in healthcare, five in high-volume distribution for mid-to-large size clients and six in the SMB sector. At the 
end of the quarter, our annualized recurring revenue was $13.1M and our backlog stood at $17.9M. 
 
We continue to focus on verticals that are receptive to improving their supply chains even during a slower economic 
period.  Moving forward and as the economy returns to growth, we know that some of our verticals will return to health 
more quickly than others and we will focus our attention where the I.T. spending has returned. 
 
 
Thank you for your ongoing 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 25, 2009  
 
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 2009. The Company’s second quarter for 
fiscal year 2010 ended on October 31, 2009. 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 there from in this interim report are expressed in 
Canadian dollars. The Company’s functional currency is the Canadian dollar as substantially all of the Company’s 
assets, operations and resources are located in Canada.  
 
 

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

Q2 Q1 Q4 Q3 Q2 Q1 Q4 Q3

Total Revenue 9,927     9,198     10,420   9,649     10,711   10,237   10,612   10,690   

Net Earnings 746        108        572        97          644        274        49          723        

Basic & Diluted Net 

Earnings per Common 

Share  0.06       0.01       0.04 0.01 0.05       0.02       -         0.05       

2010 20082009

 
 

Results of Operations 
Three months ended October 31, 2009 compared to three months ended October 31, 2008 
 

Revenue  
Total revenue for the second quarter ended October 31, 2009 decreased to $9.9 million, $784,000 or 7% lower, 
compared to $10.7 million for the same period of fiscal 2009.  
 
Products revenue decreased to $4.1 million, $371,000 or 8% lower, in the second quarter of fiscal 2010 in 
comparison to $4.5 million for the same period last year. Proprietary products accounted for $2.5 million and third-
party products accounted for $1.6 million during the quarter ended October 31, 2009 compared to $1.8 million of 
proprietary products and $2.7 million of third-party products for the corresponding quarter of the prior fiscal year. 
This decrease in third-party products of $1.1 million is attributable to the lack of investments in hardware during 
this current economic climate. Proprietary products increased $765,000, 43% higher than the second quarter of 
fiscal 2009, and is attributable to one large order for a customer involved with the distribution of a vaccine as well 
as a significant surge in new account business. The second quarter of fiscal 2010 distinguished itself as one of the 
best quarters in recent history for proprietary license bookings as the Company signed eight new customers as well 
as some new deals with existing ones. Nevertheless, the current economic, financial, and credit environment in 

North America is clearly having an impact in delaying capital investment decisions by customers. 
 
Services revenue decreased to $5.5 million, lower by $384,000 or 7%, in second quarter of fiscal 2010 compared 
to $5.9 million for the same period in the previous fiscal year. The decrease is virtually all attributable to lower 
revenues for customization and offset partially by increases in support / maintenance revenues. The reduction in 
customization revenue is primarily due to lower bookings of contracts during the six-month period preceding the 
second quarter. 
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As a percentage of total revenue, products accounted for 42% and services for 55% in the second quarter of fiscal 
2010, the same revenue mix as the second quarter of fiscal 2009. Proprietary products accounted for 61% and 
third-party products for 39% of the total products revenue in the second quarter of fiscal 2010, whereas the 
opposite proportions were the case for the second quarter of fiscal 2009. 
 

Cost of Revenue  
Total cost of revenue decreased to $5.2 million, lower by $909,000 or 15%, in the second quarter of fiscal 2010 
compared to $6.1 million for the same three-month period in fiscal 2009. The decrease is mainly due to a reduction 
of third-party product costs for $822,000 related to the decrease of third-party product revenues mentioned earlier 
and to a slight decrease in services cost for $58,000. 
 
The decrease in the cost of services is attributable primarily to the transfer of resources from the customization 
activity to R&D to assist in the Java migration efforts. The cost of services includes tax credits of $189,000 for the 
second quarter of fiscal 2010 compared to $211,000 for the same period in the previous fiscal year. The tax credits 
relate to the new e-business tax credits introduced by the Quebec government in March 2008 for which the 
Company believes that it qualifies. 
 

Gross Margin 
The gross margin increased to $4.7 million, higher by $125,000 or 3%, for the second quarter of fiscal 2010 in 
comparison to $4.6 million for the same period last year. Total gross margin percentage in the second quarter of 
fiscal 2010 was 48% compared to 43% in the same period of fiscal 2009. The increase in the gross margin 
percentage is due to changes in the revenue mix characterized by higher proprietary products, lower third-party 
products and a lower margin percentage on services.  
 
The overall products margin increased by $451,000 in the second quarter of fiscal 2010 representing 70% margin 
on revenues in comparison to 54% for the same period last year as a result of a higher proportion of proprietary 
products.  
 
Services margin during the second quarter of fiscal 2010 decreased to 33%, lower by $326,000, compared to 36% 
for the same period of fiscal 2009. The diminished revenue for customization services was the primary reason for 
the reduction in services margin. 
 

Operating Expenses 
Total operating expenses for the second quarter increased to $3.9 million, $83,000 or 2% higher, compared to the 

same three-month period last year.  
 
The most notable differences between the second quarter of fiscal 2010 in comparison with the same period in 
fiscal 2009 are as follows. 
 

 Lower sales and marketing costs of $76,000 due to one lower headcount and other employee-related 
expenses. 

 
 Gross R&D expenses increased to $1.6 million, $229,000 or 17% higher. The increase is primarily 

attributable to higher employee-related costs and consulting expenses as a result of the Company 
focusing its efforts on the migration to the Java platform. 

 
 Accrued R&D tax credits increased to $202,000, $50,000 higher. 

 
 Capitalized deferred development costs decreased slightly for the quarter to $214,000, $35,000 lower. As 

anticipated, the Company continues to focus on the migration of its existing product onto the Java 
platform in fiscal 2010.  

 
 The amortization of deferred development costs increased to $90,000, $53,000 higher. The increased 

expense is due to the incremental capitalization related to version 7.7 and 8.0 of the Company’s flagship 
product, EliteSeries, which were released in fiscal 2009.  

 
 The amortization of intangible assets decreased to $122,000, $55,000 lower. The decrease is attributable 

to the fully amortized intangible assets of PointForce Inc., an acquisition dating back to January 1, 2004. 
These intangible assets were fully amortized by the end of December 2008. 

 

Earnings from Operations 
Earnings from operations increased slightly to $813,000 representing 8% of revenues in the second quarter of 
fiscal 2010 in comparison to $771,000 representing 7% of revenues for the second quarter of the previous year. 
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Other Income and Expenses 
In the second quarter of fiscal 2010, the Company recorded net interest income of nil compared to a net interest 
expense of $12,000 for the comparable period last year.  
 
The Company recorded an exchange loss of $26,000 during the second quarter of fiscal 2010 compared to a loss of 
$89,000 for the comparable period last year.  
 
Additionally, the Company recognized its 30% share on the net loss and amortization of intangible assets of 
$23,000 on its investment in TECSYS Latin America (TLA) in the second quarter of fiscal 2010 in comparison to 
$26,000 for the same period last year.  
 

Net Earnings 
The Company recorded net earnings of $746,000 or $0.06 per share in the second quarter of fiscal 2010 compared 
to net earnings of $644,000 or $0.05 per share for the same period last year.  
 

Results of Operations 
Six months ended October 31, 2009 compared to six months ended October 31, 2008 
 

Revenue  
Total revenue for the first half ended October 31, 2009 decreased to $19.1 million, $1.8 million or 9% lower, 
compared to $20.9 million for the same period of fiscal 2009.  
 
Products revenue decreased to $7.1 million, $1.9 million or 21% lower, in the first half of fiscal 2010 in comparison 
to $9.0 million for the same period last year. The decrease was comprised of a drop of $2.5 million in third-party 
product sales, 43% lower than the same period last year. This decrease in third-party product is attributable to a 
continuing lack of investment in hardware in this current economic climate. Proprietary products increased 
$582,000, 18% higher than the first half of fiscal 2009, as the license bookings in the first half of fiscal 2010 have 

outpaced the first half of the previous fiscal year. This is due to one large order related to a customer involved in 
the distribution of a vaccine booked in the second quarter of fiscal 2010 as well as an increase in new business. 
 
Services revenue increased slightly to $11.5 million, higher by $58,000, in the first half of fiscal 2010 compared to 
$11.4 million for the same period in the previous fiscal year. The services revenue for the first half of fiscal 2010 
can be characterized by improved performance in the activities of maintenance / support, professional services, 
and hosting, offset by unfavorable performance for software customization. 
 
As a percentage of total revenue, products accounted for 37% and services for 60% in the first half of fiscal 2010, 
in comparison to 43% and 55% respectively in the first half of fiscal 2009. The very large decrease in third-party 
products explains the decrease of the products percentage component in the first half of fiscal 2010. Proprietary 
products accounted for 54% and third-party products for 46% of the total products revenue in the first half of fiscal 
2010, in comparison to 37% and 63% respectively for the first half of fiscal 2009. 
 

Cost of Revenue  
Total cost of revenue decreased to $10.2 million, lower by $2.2 million or 17%, in the first half of fiscal 2010 
compared to $12.3 million for the same six-month period in fiscal 2009. The decrease is mainly due to a reduction 
of third-party product costs for $2.0 million related to the decrease of third-party product revenues mentioned 
earlier and to a slight decrease in services cost for $134,000. 

 
The decrease in the cost of services is attributable primarily to the transfer of resources from the customization 
activity to R&D to assist in the Java migration efforts. The cost of services includes tax credits of $387,000 for the 
first half of fiscal 2010 compared to $327,000 for the same period in the previous fiscal year. The tax credits relate 
to the new e-business tax credit.   
 

Gross Margin 
The gross margin increased to $9.0 million, higher by $331,000 or 4%, for the first half of fiscal 2010 in 
comparison to $8.6 million for the same period last year. Total gross margin percentage in the first half of fiscal 
2010 was 47% compared to 41% in the same period of fiscal 2009. The increase in the gross margin percentage is 
due to changes in the revenue mix characterized by higher proprietary products and a higher margin percentage on 
services.  
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The overall products margin increased by $139,000 in the first half of fiscal 2010 representing 67% margin on 
revenues in comparison to 52% for the same period last year.  
 
Services margin during the first half of fiscal 2010 increased to 37%, higher by $192,000, compared to 35% for 
the same period of fiscal 2009. The increase in revenue of $58,000 was further supported by reduced costs of 
$134,000 contributing to the improved performance. 
 

Operating Expenses 
Total operating expenses for the first half increased to $7.8 million, $255,000 or 3% higher, compared to the same 
six-month period last year.  
 
The most notable differences between the first half of fiscal 2010 in comparison with the same period in fiscal 2009 
are as follows. 
 

 Sales and marketing decreased to $2.9 million, $271,000 or 9% lower. The decrease is primarily 
attributable to lower commission, European sales costs, marketing program expenses, and travel. 

 
 General and administration increased to $1.9 million, $223,000 or 13% higher. The increase is primarily 

due to a bad debt write-off of an account as a result of a bankruptcy. 
 

 Gross R&D expenses increased to $3.0 million, $410,000 or 16% higher. The increase is primarily 
attributable to higher employee-related costs, overhead, and consulting expenses as a result of the 
Company continuing its efforts on the migration to the Java platform. 

 
 Accrued R&D tax credits increased to $347,000, $58,000 higher. 

 
 The amortization of deferred development costs increased to $181,000, $107,000 higher. The increased 

expense is due to the incremental capitalization related to version 7.7 and 8.0 of the Company’s flagship 
product, EliteSeries, which were released in fiscal 2009.  

 
 The amortization of intangible assets decreased to $244,000, $126,000 lower. The decrease is attributable 

to the fully amortized intangible assets of PointForce Inc., an acquisition dating back to January 1, 2004. 
These intangible assets were fully amortized by the end of December 2008. 

 

Earnings from Operations 
Earnings from operations increased slightly to $1.1 million representing 6% of revenues in the first half of fiscal 
2010 in comparison to $1.0 million representing 5% of revenues for the first half of the previous year. 
 

Other Income and Expenses 
In the first half of fiscal 2010, the Company recorded net interest income of $2,000 compared to a net interest 
expense of $17,000 for the comparable period last year.  
 
The Company recorded an exchange loss of $194,000 during the first half of fiscal 2010 in comparison to $77,000 
for the comparable period last year. The unfavorable result was primarily due to a timing difference between the 
generation of revenue recognition and the corresponding accounts receivable and the execution of the forward 
exchange contract on these U.S. monetary assets, mostly in the first quarter when the U.S. dollar depreciated 
rapidly. The U.S. dollar to Canadian dollar exchange rate stood at CA$1.194 at April 30, 2009 in comparison to 
CA$1.0774 at October 31, 2009. 
 
On October 31, 2009, the Company held outstanding foreign exchange contracts with various maturities to July 30, 
2010 to sell US$4,900,000 into Canadian dollars at rates averaging CA$1.1074 to yield CA$5,426,000. The 
Company recorded unrealized exchange gains of $147,000 related to these contracts for the period ended 
October 31, 2009. Subsequent to the second quarter, the Company sold US$700,000 at a spot rate of CA$1.0508 
to yield CA$736,000. 
 
The Company did not change the carrying value of the asset-backed commercial paper in either the first half of 
fiscal 2009 or fiscal 2010. Please refer to note 6 of these consolidated financial statements and to note 7 in the 
2009 annual report for a detailed discussion of this matter.  
 
Additionally, the Company recognized its 30% share on the net loss and amortization of intangible assets of 
$49,000 on its investment in TECSYS Latin America (TLA) in the first half of fiscal 2010 in comparison to $25,000 
for the same period last year.  
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Net Earnings 
The Company recorded net earnings of $854,000 or $0.07 per share in the first half of fiscal 2010 compared to net 
earnings of $918,000 or $0.07 per share for the same period last year.  
 

Liquidity and Capital Resources 
 
On October 31, 2009, current assets totaled $19.9 million compared to $20.1 million at the end of fiscal 2009. 
Cash, restricted cash equivalents, short-term and other investments, and asset-backed commercial paper less the 
bank advances decreased to $7.6 million compared to $8.1 million as at April 30, 2009. This is primarily due to a 
reduction in accounts payable and accrued liabilities. Accounts receivable and work in progress totaled $9.5 million 
on October 31, 2009 compared to $9.6 million as at April 30, 2009. The Company’s DSO (days sales outstanding) 
increased to 86 days at the end the second quarter of fiscal 2010 in comparison to 83 days at the end of fiscal 
2009 and 97 days at the end of the second quarter of fiscal 2009. The improvement in the DSO compared to the 
end of the second quarter of fiscal 2009 is due to one extra resource being dedicated to collection. 
 
Current liabilities on October 31, 2009 totaled $15.1 million compared to $15.5 million at the end of fiscal 2009. 
Working capital increased to $4.8 million at the end of October 31, 2009 in comparison to $4.5 million at the end of 
fiscal year 2009. 
 
During the second quarter of fiscal 2010, operating activities used funds of $200,000 in comparison to generating 
funds for $1.2 million for the same period last year. Operating activities in the second quarter of fiscal 2010 
excluding non-cash working capital items generated funds of $1.3 million while net non-cash working capital used 
funds of $1.5 million primarily due to increased accounts receivable, tax credits receivable and decreases of 
deferred revenues and accounts payable and accrued liabilities. During the second quarter of fiscal 2009, operating 
activities excluding non-cash working capital items generated $1.7 million and net non-cash working capital used 
funds of $515,000 mainly due to increases in accounts receivable and tax credit receivables, and offset partially by 
increases of accounts payable and accrued liabilities and deferred revenues.  
 
During the first half of fiscal 2010, operating activities generated funds of $242,000 in comparison to $1.2 million 
for the same period last year. Operating activities in the first half of fiscal 2010 excluding non-cash working capital 
items generated funds of $1.1 million while net non-cash working capital used funds of $882,000 primarily due to 
increased tax credits receivable, prepaid expenses and decreases of accounts payable and accrued liabilities, and 
offset partially by increases of deferred revenues. During the first half of fiscal 2009, operating activities excluding 
non-cash working capital items generated $2.4 million and net non-cash working capital used funds of $1.1 million 
mainly due to increases in accounts receivable, work in progress and tax credit receivables, and offset partially by 
increases of accounts payable and accrued liabilities and deferred revenues.  
 
The Company believes that funds on hand at October 31, 2009, together with short term investments and cash 
flow from operations, and access to the revolving line of credit, 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 used funds of $363,000 for the second quarter of fiscal 2010 and $662,000 for the same three-
month period in fiscal 2009. During the second quarter of fiscal 2010, the Company purchased 13,000 of its 
outstanding common shares for cancellation at an average price of $1.97 per share under a Normal Course Issuer 
Bid (NCIB). The total cost related to the purchasing of these shares including other related costs, was $31,000. 
During the second quarter of fiscal 2009, the Company purchased 264,200 of its outstanding common shares for 
cancellation at an average price of $1.38 per share. The total cost related to the purchasing of these shares, 
including related costs, was $366,000. During the second quarter of fiscal 2010, the Company disbursed $310,000 
in dividend payments compared to $255,000 for the same period of the last fiscal year. In the second quarter of 
fiscal 2010, the Company repaid $22,000 on its revolving line of credit. In the second quarter of fiscal 2009, the 

company incurred expenditures for $41,000 related to the Streamline acquisition that was claimed against the 
outstanding debt to the former Streamline shareholders.    
 
Financing activities used funds of $621,000 for the first half of fiscal 2010 and $655,000 for the same six-month 
period in fiscal 2009. During the first half of fiscal 2010, the Company purchased 157,340 of its outstanding 
common shares for cancellation at an average price of $1.79 per share under a Normal Course Issuer Bid (NCIB). 
The total cost related to the purchasing of these shares including other related costs, was $289,000. During the 
first half of fiscal 2009, the Company purchased 270,300 shares at an average price of $1.38 per share. The total 
cost related to the purchasing of these shares, including related costs, was $376,000. Additionally, during the first 
half of fiscal 2009, 12,500 options were exercised to purchase shares generating $20,000. During the first half of 
fiscal 2010, the Company disbursed $310,000 in dividend payments compared to $255,000 for the same period of 
the last fiscal year. In the first half of fiscal 2010, the Company repaid $22,000 on its revolving line of credit in 
comparison to $3,000 for the previous fiscal year. In the second half of fiscal 2009, the company incurred 
expenditures for $41,000 related to the Streamline acquisition that was claimed against the outstanding debt to 
the former Streamline shareholders.   
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During the second quarter of fiscal 2010, investing activities used funds amounting to $297,000 in comparison to 
$24,000 for the comparable period of fiscal 2009. In the second quarter of fiscal 2010, the Company used funds of 
$201,000 to increase its investments serving as security for a letter of guarantee in favour of the Company’s new 
landlord for its new head office facility in Montreal. The new lease is effective May 1, 2010. Additionally, in the 
second quarter of fiscal 2010, the Company received $8,000 in partial redemption of the principal and interest on 
its investments of third-party ABCP. The Company used funds of $64,000 and $36,000 for the acquisition of 
property and equipment, and intangible assets, net of proceeds of disposal for the second quarter of fiscal 2010 
and fiscal 2009 respectively. In the second quarter of fiscal 2010, the Company advanced another loan of 
US$50,000 to TLA and collected monies on previously advanced loans for a net disbursement of $40,000 in 
comparison to receiving $12,000 for the same period in the last fiscal year. 
 
During the first half of fiscal 2010, investing activities used funds amounting to $341,000 in comparison to 
$275,000 for the comparable period of fiscal 2009. The Company used funds of $201,000 and $23,000 to increase 
its investments serving as security for letters of guarantee in favour of the Company’s landlords in the first half of 
fiscal 2010 and 2009, respectively. In the first half of fiscal 2010, the Company received $95,000 in partial 
redemption of the principal and interest on its investments of third-party ABCP. The principal and interest received 
was used to write-down the carrying value of the ABCP and was not reported as interest income. The Company 
used funds of $216,000 and $276,000 for the acquisition of property and equipment, and intangible assets, net of 
proceeds of disposal for the first half of fiscal 2010 and fiscal 2009 respectively. In the first half of fiscal 2010, the 
Company advanced another loan of US$50,000 to TLA and collected monies on previously advanced loans for a net 
disbursement of $19,000 in comparison to receiving $24,000 for the same period in the last fiscal year. 
 

Related Party Transactions 
 
The company has a subordinated loan for $107,000 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, 2009 and October 31, 2008. 
 
Pursuant to the equity investments in TECSYS Latin America Inc (TLA), as described in note 10 of the 2009 annual 
report, the Company has committed to advance funds to TLA for an aggregate amount of US$250,000. During 
2007 and 2008, the Company provided four loans of US$50,000 each at various dates amounting to US$200,000. 

In the second quarter of fiscal 2010, the Company advanced another loan for US$50,000 completing its 
commitment. 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, 2009 amount to US$135,000, of which 
US$94,000 is included in long-term receivables and US$41,000 is included in other accounts receivable. 
 
During the second quarter of fiscal 2010, in the ordinary course of business, the Company sold US$250,000 at a 
spot rate of 1.072 to yield CA$268,000 to an officer and major shareholder. The spot rate was the same spot rate 
offered at arm’s length by the Company’s banker. 
 

Contingencies 
 
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 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 which rendered such lobbying 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. The 
Company contests the allegations and contends that the payment of commissions ensuing from the lobbying 
contract are not permitted since the enactment of the Lobbying Act, which had the effect of ceasing all consulting 
services, a prerequisite for continuing commissions. Arguments were heard at trial before a judge of the Superior 
Court of Quebec from June 2 to 5, 2009. On September 22, 2009, judgment was rendered against the Company to 
pay commissions for $334,000 plus interest estimated at approximately $70,000. On October 15, 2009, The 
Company filed an appeal with the Quebec Court of Appeal citing that the judgment concluded incorrectly on its 
misinterpretation of the facts, the contract, and the transitional provisions of the Lobbying Act. The outcome of this 
appeal is not determinable. No amount has been provided for this claim in the financial statements. 
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Commitments 
 
In the second quarter of the current fiscal, the Company signed a new lease agreement for its head office in 
Montreal. The Company will relocate to this facility in the spring of 2010. The lease term of ten and one-half years 
is effective May 1, 2010 and runs through October 31, 2020. The Company anticipates capital expenditures for 
leasehold improvements to approximate $1,100,000. The minimum future rental payments, including operating 
expenses, required under this long-term operating lease are as follows. 
 

Fiscal Year Year Lease Commitment 

FY 2011 1                        629  

FY 2012 2                        637  

FY 2013 3                        651  

FY 2014 4                        664  

FY 2015 5                        681  

Thereafter 6 -10.5                     4,045  

  
                    7,307  

 

Current and Anticipated Impacts of Current Economic Conditions 
 
The current downturn in the overall economic condition and constrained credit markets continue to have an 
adverse impact on the demand for the Company’s products and services. As industry is exercising caution and 
generally delaying capital spending, the immediate impact is manifesting itself in fewer new customers and lower 
revenues. The magnitude of the impact will depend on the length and depth of the recession. 
 
Given the current backlog, comprised primarily of services, the Company’s management believes that the current 
services revenue level ranging from approximately $5.3 to $5.8 million per quarter can be sustained in the very 
short term if no significant new agreements are completed. 
 
Strategically, the Company continues to focus its efforts on the most likely opportunities within our existing 
customer base, particularly in some of the vertical markets that are less likely to be affected such as Healthcare. 
The Company also currently offers “software as a service” (SAAS), modular sales and implementations, and 

enhanced payment terms to promote revenue growth. 
 
The exchange volatility of the U.S. dollar in comparison to the Canadian dollar continues to be an important factor 
affecting revenues and profitability as the Company continues to derive approximately 50% of its business from 
U.S. customers while the majority of its cost base is in Canadian dollars.  
 
The Company will continue to adjust its business model to ensure that costs are aligned to its revenue expectations 
and the economic reality. Current cost containment initiatives include a very limited number of new hires for the 
remainder of the fiscal year. The R&D Java migration project will be supported by the internal transfer of custom 
enhancement resources rather than by new recruitment. Additionally, other cost savings areas that are under 
consideration are facilities, traveling, consulting and communications. Regarding the relocated facility for the 
Montreal head office, although the Company anticipates significant capital expenditures for leasehold improvements 
approaching $1.1 million that will likely be disbursed in the fourth quarter of the current fiscal year and spilling into 
the next fiscal year, the Company is expecting to realize significant savings over the course of the next ten years in 
comparison to its current rental expense.  
 
Although, the Company believes that funds on hand, together with anticipated cash flows from operations, and 
access to the revolving line of credit will be sufficient to meet all its needs for a least the next twelve months, the 
Company can further manage its capital structure by adjusting its purchases of shares for cancellation pursuant to 
the normal course issuer bids, adjusting its dividend policy, and extending or amending its credit facilities. 
 

Outstanding Share Data 
 
On November 25, 2009, the Company has 12,355,225 common shares outstanding as an additional 13,600 shares 
have been purchased for cancellation under the Normal Course Issuer Bid since the end of the Company’s second 
quarter. 
 
Similarly, on November 25, 2009, outstanding stock options to purchase common shares number 942,186 as the 
Company has granted 2,000 additional options since the end of the second quarter and 532 options have been 
cancelled, or have expired unexercised.  
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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, 2009. 
 

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 the fair value of asset-backed commercial paper, determining separate units of accounting in connection 
with 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-lived assets and goodwill, estimating stock-based compensation, assessing the recoverability of 
research and development and other tax credits, and establishing provisions related to doubtful accounts and 
future income taxes. Consequently, actual results could differ from those estimates. 
 
As the Company’s software implementation period may typically span from six to twelve months, a significant area 
requiring judgment 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 judgment and uncertainty, actual results could differ from those estimates. 
 
Based on a structured methodology, portions of the purchase price paid in business acquisitions have been 
assigned to intangible assets acquired, consisting of customer relationships, acquired technology, in-process 
research and development, 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, the 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 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, 
technology, customer relationships, and other purchased 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 judgment 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 judgment 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 
judgment 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 judgment 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 judgment 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.  
 
Stock-based compensation costs are accounted for using the fair value based method of accounting for stock 
options and warrants granted to employees and directors. Under the fair value based method, compensation cost is 
measured at fair value at the date of grant and is expensed over the award’s vesting period with a corresponding 
credit to contributed surplus. Upon the exercise of the options, any consideration received from plan participants is 
credited to capital stock and the stock-based compensation cost originally credited to contributed surplus is 
reclassified to capital stock. Any stock-based compensation costs related to awards to individuals other than 
employees and directors are accounted for at fair value. Cancellations are accounted for as they occur, with any 
previously recognized compensation cost related to unvested options being reversed in the period of cancellation.  
The Company uses the Black-Scholes options pricing model to calculate stock option values, which requires certain 

assumptions, including the future stock price volatility and expected time to exercise. Changes to any of these 
assumptions, or the use of a different option pricing model, could produce different fair values for stock-based 
compensation, which could have a material impact on the Company’s earnings.  
 
Income taxes are accounted for under the asset and liability method. Future tax assets and liabilities are 
recognized for future tax consequences attributable to differences between the financial statement carrying 
amounts of existing assets and liabilities and their respective tax bases and operating loss and tax credit carry 
forwards. Future tax assets and liabilities are measured using enacted tax rates expected to apply to taxable 
income in the years in which those temporary differences are expected to be recovered or settled. The effect on 
future tax assets and liabilities of a change in tax rates is recognized in income in the period that includes the 
enactment date. Management provides valuation allowances against the future tax asset for amounts which are not 
considered “more likely than not” to be realized. The ultimate realization of future tax assets is dependent upon the 
generation of future taxable income during the periods in which those temporary differences become deductible. 
Management considers the scheduled reversal of tax liabilities, projected future taxable income, and tax planning 
strategies in making this assessment. The Company has determined that a 100% tax valuation allowance is 
necessary at April 30, 2009 and October 31, 2009. In the event the Company was to determine that it would be 
able to realize its tax asset, an adjustment to the tax asset would increase income in the period in which such 
determination is made.  
 

Revenue Recognition 
The Company licenses software under non-cancellable license agreements and provides services including training, 
installation, consulting and maintenance, which includes product support services and periodic updates. Software 
licenses sold by the Company are generally perpetual in nature. The Company recognizes revenue as described 
below, which is consistent 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 is 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. 
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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 Training Services 

 The Company provides consulting and training services to its customers. Revenues from such services are 
recognized as the services are performed. 

 

Change in Accounting Policies 
 

2010 Accounting Changes 
 
Effective with the commencement of its 2010 fiscal year beginning May 1, 2009, the Company adopted the new 
CICA accounting standards presented hereunder. 
 
Goodwill and intangible assets 
 
In February 2008, the CICA issued Section 3064, Goodwill and Intangible Assets, which replaces Section 3062, 
Goodwill and Other Intangible Assets and Section 3450, Research and Development Costs. The standards provide 
guidance on the recognition, measurement, presentation and disclosure of intangible assets and goodwill in 
accordance with the definition of an asset and the criteria for asset recognition, other than the initial recognition of 
goodwill or intangible assets acquired in a business combination. The new standards clarify the application of the 
concept of matching revenues and expenses, whether these assets are separately acquired or internally developed. 
Theses new standards are applicable for fiscal years beginning on or after October 1, 2008, and require retroactive 
application to prior period financial statements. Accordingly, the Company adopted this standard on May 1, 2009. 
The adoption of this standard did not have an impact on the financial statements. 

 

Future Accounting Changes 
 
Business combinations, Consolidated financial statements and Non-controlling interests 
 
The CICA issued three new accounting standards in January 2009: Section 1582, Business Combinations, Section 
1601, Consolidated Financial Statements, and Section 1602, Non-controlling Interests. These new standards will be 
effective for fiscal years beginning on or after January 1, 2011, which will be May 1, 2011 for the Company. The 
Company is in the process of evaluating the requirements of the new standards. 
 
Section 1582 replaces the former Section 1581, Business Combinations, and establishes standards for the 
accounting for a business combination. It provides the Canadian equivalent to International Financial Reporting 
Standards IFRS 3, Business Combinations. The new standard requires the acquiring entity in a business 
combination to recognize most of the assets acquired and liabilities assumed in the transaction at fair value 
including contingent assets and liabilities; and recognize and measure the goodwill acquired in the business 
combination or a gain from a bargain purchase, while acquisition-related costs are to be expensed. The section 
applies prospectively to business combinations for which the acquisition date is on or after the beginning of the first 
annual reporting period beginning on or after January 1, 2011. Earlier adoption is permitted. This new section will 
have an impact on the consolidated financial statements for future acquisitions that will be made subsequent to the 

date of adoption. 
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Consolidated Financial Statements, Section 1601 and Non-controlling Interests, Section 1602 replace Section 1600, 
Consolidated Financial Statements with the exception of non-controlling interest which is addressed in a separate 
section. These two sections are the equivalent to the corresponding provisions of International Financial Reporting 
Standards IAS 27, Consolidated and Separate Financial Statement. Section 1602 applies to the accounting for non-
controlling interests and transactions with non-controlling interest holders in consolidated financial statements. The 
new sections require that, for each business combination, the acquirer measure any non-controlling interest in the 
acquiree either at fair value or at the non-controlling interest’s proportionate share of the acquiree’s identifiable net 
assets. The new sections also require non-controlling interest to be presented as a separate component of 
shareholders’ equity. Under Section 1602, non-controlling interest in income is not deducted in arriving at 
consolidated net income or other comprehensive income. Rather, net income and each component of other 
comprehensive income are allocated to the controlling and non-controlling interests based on relative ownership 
interests. These sections apply to interim and annual consolidated financial statements relating to fiscal years 
beginning on or after January 1, 2011, and should be adopted concurrently with Section 1582. This new section will 
have an impact on the consolidated financial statements for future acquisitions that will be made subsequent to the 
date of adoption.  
 
International Financial Reporting Standards 
 
In February 2008, Canada’s Accounting Standards Board (AcSB) confirmed that Canadian GAAP, as used by 
publicly accountable enterprises, would be fully converged into IFRS, as issued by the International Accounting 
Standards Board (IASB). The changeover date is for interim and annual financial statements relating to fiscal years 
beginning on or after January 1, 2011. As a result, the Company will be required to report under IFRS for its 2012 
interim and annual financial statements. While IFRS uses a conceptual framework similar to Canadian GAAP, there 

are significant differences in accounting policy which must be addressed. The Company will convert to these new 
standards according to the timetable set within these rules. The Company has not determined the impact of 
adopting the standards on its consolidated financial statements. 
 
The Company has developed a high-level plan to convert its financial reporting to IFRS using key resources in the 
areas of accounting, taxation, and management information systems. The plan addresses the impact of IFRS on 
accounting policies, implementation decisions, employee training requirements, financial and operating systems 
requirements, and the updating of internal controls over financial reporting. A brief summary of the plan follows: 
 
The diagnostic and planning phase of accounting policy decisions include the thorough analysis of differences in 
Canadian GAAP and IFRS, the selection of IFRS policies, the assessment of IFRS 1 exemptions and choices, the 
selection of the IFRS 1 choices for the first-time adoption of IFRS standards, and the assessment of implications on 
the Company’s IT systems. The Company has made significant progress of this phase during the first-half of fiscal 
2010.  
 
The development and implementation phase will focus on the development of the IFRS financial statement format, 
the quantification of the effect of changes on the Company’s financial statements, employee training, the 
development of system requirements and solutions, and changes to internal controls over financial reporting that 
result from the accounting policy conversion. The Company is targeting significant progress of this phase for the 
second half of fiscal 2010.  
 
The IFRS conversion plan should provide the Company with the opportunity to generate comparative financial 
reporting under IFRS standards for the 2011 fiscal year to be used the following fiscal year when the Company will 
report under IFRS. The Company recognizes that IFRS standards will be in transition right up to the changeover 
date and will ensure that it adapts its policies as is necessary to be in full compliance.  
 
An update regarding the progress of the conversion plan was provided to the Audit Committee of the board of 
directors of the Company following the diagnostic phase prior to the release of these financial statements dated 
November 25, 2009. Management expects that it will provide the Audit Committee quarterly updates moving 
forward and expects to provide more detailed public information regarding the selection of IFRS policies and the 
anticipated impacts in the future. 

 

Disclosure Controls and Procedures 
 
Disclosure controls and procedures are designed to provide reasonable assurance that material information is 
gathered and reported to senior management on a timely basis so that appropriate decisions can be made 
regarding public disclosure. The Company’s Chief Executive Officer (CEO) and its Chief Financial Officer (CFO) are 
responsible for establishing and maintaining disclosure controls and procedures regarding the communication of 
information. They are assisted in this responsibility by the Company’s Executive Committee, which is composed of 
members of senior management. Based on the evaluation of the Company’s disclosure controls and procedures, 
the Chief Executive Officer and Chief Financial Officer have concluded that these disclosure controls and procedures 
were effective as of October 31, 2009.   
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Internal Control over Financial Reporting 
 
The Company’s management is responsible for establishing and maintaining adequate internal control over 
financial reporting to provide reasonable assurance regarding the reliability of the Company’s financial reporting 
and its compliance with Canadian GAAP in its consolidated financial statements. The control framework that was 
designed by the Company’s ICFR is in accordance with the framework criteria established in Internal Control – 
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). 
 
No changes to internal controls over financial reporting have come to management’s attention during the three and 
six-month periods ending on October 31, 2009 that have materially affected, or are reasonably likely to materially 
affect, internal controls over financial reporting. 
 

Forward-Looking Information 
 
This management’s discussion and analysis contains “forward-looking information” within the meaning of applicable 
securities legislation. Although the forward-looking information is based on what the Company believes are 
reasonable assumptions, current expectations, and estimates, investors are cautioned from placing undue reliance 
on this information since actual results may vary from the forward-looking information.  Forward-looking 
information may be identified by the use of forward-looking terminology such as “believe”, “intend”, “may”, “will”, 
“expect”, “estimate”, “anticipate”, “continue” or similar terms, variations of those terms or the negative of those 
terms, and the use of the conditional tense as well as similar expressions.   
 
Such forward-looking information that is not historical fact, including statements based on management’s belief 
and assumptions cannot be considered as guarantees of future performance. They are subject to a number of risks 
and uncertainties, including but not limited to future economic conditions, the markets that the Company serves, 
the actions of competitors, major new technological trends, and other factors, many of which are beyond the 
Company’s control, that could cause actual results to differ materially from those that are disclosed in or implied by 
such forward-looking information. The Company undertakes no obligation to update publicly any forward-looking 
information whether as a result of new information, future events or otherwise other than as required by applicable 
legislation. 
 



 

 14 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Management has compiled the unaudited interim consolidated financial information of TECSYS Inc. consisting of the 
interim Consolidated Balance Sheet as at October 31, 2009, the Consolidated Statement of Shareholders’ Equity for 
the six-month periods ending October 31, 2009 and October 31, 2008, Consolidated Statements of Earnings and 
Comprehensive Earnings, and Cash Flows for the three and six-month periods ended October 31, 2009 and October 
31, 2008. 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 Canadian dollars)

October 31,  April 30,

                     2009 2009

(unaudited)

Assets

Current assets

Cash and cash equivalents 6,790                  7,510              

Short-term and other investments 325                     325                 

Accounts receivable 9,265                  9,307              

Work in progress 231                     303                 

Other accounts receivable 240                     198                 

Tax credits receivable 1,999                  1,536              

Inventory 210                     219                 

Prepaid expenses 836                     668                 

19,896                20,066            

Restricted cash equivalents and other investments 940                     739                 

Asset-backed commercial paper (note 6) 3,505                  3,535              

Long-term receivables 101                     77                   

Long-term investment 241                     290                 

Property and equipment 1,413                  1,481              

Intangible assets 722                     930                 

Deferred development costs 1,730                  1,519              

Goodwill 2,829                  2,829              

31,377                31,466            

Liabilities

Current liabilities

Bank advances 3,978                  4,000              

Accounts payable and accrued liabilities 4,411                  5,154              

Current portion of long-term debt 133                     133                 

Deferred revenue 6,610                  6,249              

15,132                15,536            

Long-term debt 100                     100                 

15,232                15,636            

Contingencies and commitments (notes 8 and 9)

Shareholders' equity

Capital stock (note 2) 1,402                  1,420              

Contributed surplus (note 2) 12,117                12,328            

Retained earnings 2,626                  2,082              

16,145                15,830            

31,377                31,466            
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