
 

3rd Quarter  
Fiscal 2008 Report 
Prepared in Accordance with Canadian Generally Accepted Accounting Principles 
 
 
Dear Shareholder,  
 
The third quarter of fiscal 2008 was another great quarter! We achieved significant revenue growth with higher 
margins in both products and services, and reached a new level of profitability, reassuring us that our strategic 
plan is working.  
 
With an annualized run rate of over $40 million in revenue based on the third quarter, TECSYS today is in a 
profitable growth mode. Considering this level of performance and our continued ability to generate cash from 
operations, TECSYS’ Board of Directors has approved a dividend policy whereby it intends to declare a cash 
dividend of CDN $0.02 per common share to our shareholders following the release of TECSYS’ financial results of 
the first and third quarter of each financial year.  
 
The first dividend of $0.02 per common share declared by the Board will be paid on March 31, 2008 to 
shareholders of record on March 10, 2008. Allow me to go through some of the highlights of the quarter.  
 
Financial Highlights of the Third Quarter include: 
 

• Total revenue increased by 36% to $10.7M in Q3 of fiscal 2008 from $7.9M in Q3 of fiscal 2007.  
• Gross margin percentage increased to 44% in Q3 of fiscal 2008 compared to 40% in Q3 of last fiscal year.  
• Earnings from operations for the third quarter of fiscal 2008 more than tripled to $824K compared to $256K 

for the same quarter of last fiscal year.  
• EBITDA for Q3 of fiscal 2008 increased by 61% to $1,093K compared to $679K for Q3 of last fiscal year. 
• Net earnings for the third quarter of fiscal 2008 increased by 62% to $707K or $0.05 per share, compared to 

$436K or $0.03 per share for the third quarter of last fiscal year. 
• At the end of the third quarter, backlog stood at $20.7M, up from $17.8M at the end of Q2 of this fiscal year.  
• The Company continued to generate cash; cash from operations was $572K for the quarter. 

 
Business Highlights of the Quarter include: 
 
During the quarter we have signed sixteen agreements with new and existing customers, and deployed our 
software at nine customers who went live on our solutions in this period.  
 
The new customers include: 
 

• A major consumer electronics manufacturer/distributor in New York 
• A major healthcare services organization in Oregon 
• An industrial distributor in California 

 
Near the end of the quarter, we signed a major North American manufacturer/distributor, a leader in the field of 
consumer electronics.  This was a significant competitive win against other major supply chain execution vendors.  
This customer intends to roll out our software to all of its U.S. distribution centres, replacing installed competitive 
products of other major warehouse management software vendors.  
 
Our success in our targeted vertical markets continued to pay dividends. In the healthcare space, we signed a 
major Health & Services organization in Oregon. This not-for-profit network of hospitals, health plans, physicians, 
clinics, home health services, and affiliated health services organization, is another IDN (Integrated Delivery 
Network) win for TECSYS. They have acquired our warehouse management system to improve their healthcare 
products distribution operation.  
 
Also in healthcare, North Mississippi Health Services (NMHS), a diversified regional healthcare organization, went 
live on our warehouse management system to support its critical mission of providing conveniently accessible, 
cost-effective healthcare of the highest quality in the region. NMHS’ service area covers two states; it includes six 
hospitals, 32 owned clinics, four nursing homes, a home health agency and 23 school health centers. TECSYS’ 
warehouse management system was deployed to manage the delivery of such materials as IV fluids, clinical 
supplies and implants, but also to keep costs in line, by reducing duplication and inefficiencies and encouraging 
standardized processes – all of which are a key part of our value proposition.  
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On the business development front in healthcare, we have recently entered into a partnership with Lawson 
Software; a global provider of enterprise software solutions to some 4,000 customers in manufacturing, 
distribution, maintenance and service sector industries across 40 countries. Our partnership with Lawson is 
intended to extend our reach in the hospital supply chain network arena. We will be able to offer Lawson’s 
customers our best-of-breed warehouse management system to manage their distribution centers and warehouses 
for large hospital supply chain networks. 
 
The hospital supply chain networks’ market place of more than 200 groups of healthcare entities in North America 
is core to our go-to-market strategy. I look forward to our business development initiatives as we continue to 
deliver solutions that are transforming the landscape of how healthcare services and products are being delivered 
to patients across North America. 
 
In the fall of 2006, we added a new segment to our target market; the Industrial gas, welding equipment and 
supplies industry.  Prior to targeting this segment, this industry was not well served; it was captive to an old legacy 
system that was developed in the 1970’s. Since launching our solution to this vertical market, we have won 5 
customers in this space; the latest is a California-based organization we signed in the third quarter. I am pleased 
with our achievements in this vertical, our pipeline is healthy with many of these types of opportunities and I look 
forward to winning further in this space. 
 
Also in the Industrial gas and welding space, we have recently deployed our first go-live at Cee Kay Supply in 
Missouri. Cee Kay is the largest supplier in the State of Missouri serving customers within a 100-mile radius of the 
St. Louis metropolitan area. With our distribution management solutions, delivered via a web-browser, Cee Kay 
Supply now has real-world, real-time control over their distribution operations. They are now assured of the quality 
and accuracy of data collected in the field and can gain real-time visibility to the information needed to make better 
business decisions. 
 
The deployment of our software at Cee Kay represents to this industry a clear testimony of the value and 
advantages we can provide them to improve their supply chain operations and the tools they can possess to better 
serve their customers. 
 
Also in our business development initiatives, we met this January with a substantial number of our heavy 
equipment clients and prospects in user forum setting.  Sixty percent of the attendees were prospects. We had the 
opportunity to meet face to face with decision makers and present them with our proven value proposition that 
their peers have been buying for years. We continue to see great opportunity in this market and I look forward to 
increasing our market share in this space. 
 
In conclusion, I am pleased with the remarkable growth and profitability we have been able to achieve in the third 
quarter. Our key performance indicators are a clear testimony that we have moved and continue to move in the 
right direction. Over the past two years, we have implemented significant changes that have strengthened our 
financial position, and provided us with the flexibility for improving shareholder returns. The new dividend policy 
and the declaration of TECSYS’ first dividend reflect the board's confidence in our continuing strong cash-flow 
generation and overall financial performance as demonstrated during the past five quarters. I look forward to 
seeing more results of our team’s efforts toward continued profitable growth. 
 
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 February 26, 2008  
 
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 third quarter for 
fiscal year 2008 ended on January 31, 2008. 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 nine-month periods ended January 31, 
2008 and January 31, 2007 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 
 

 

Business Combination 
On November 30, 2007, the Company acquired 100% of the issued and outstanding shares of Streamline 
Information Systems Limited (Streamline). 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 results of its operations have been 
included in the consolidated financial statements commencing December 1, 2007.  
 

Results of Operations 
Three and nine months ended January 31, 2008 compared to three and nine months ended 
January 31, 2007 
 

Revenue  
Total revenue for the three months ended January 31, 2008 increased by $2.8 million or 36% to $10.7 million 
compared to $7.9 million for the same period of fiscal 2007.  
 
Products revenue increased by $1.7 million or 52% to $5.1 million in the third quarter of fiscal 2008 compared to 
$3.3 million for the same period in the previous fiscal year. Streamline accounted for $161,000 in product revenue 
for the two-month period ended January 2008. Excluding Streamline, the increase in products revenue comprises 
an increase of $859,000 for proprietary products and $729,000 in third-party products. The increase of products 
revenue is mainly due to the signing of three new accounts and upgrades of numerous existing customers. The 
increase in proprietary license revenues is also attributable to the recognition of deferred software revenue related 
to new account bookings from the last three quarters. The increase in third-party products was mainly due to a few 
significant orders for RF equipment and IBM servers. Additionally, the favorable impact on product revenues due to 
the strengthened Canadian dollar is estimated at $354,000. 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 

Fiscal Year 2006
Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3

Total Revenue 7,363                   7,824           7,567         7,890         7,759         7,809   9,732     10,721   
Net Earnings ( Loss ) (1,431)                  (174)             (691)           436            (125)           82        427        707        

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

Fiscal Year 2008Fiscal Year 2007
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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. 
 
Services revenue increased by 23% or $1.0 million to $5.4 million during the third quarter of fiscal 2008 compared 
to $4.4 million for the same fiscal period last year. Streamline accounted for $242,000 of the increase. Excluding 
Streamline, the increase in services revenue is due to the intensified activity level for all service functions, however 
primarily from increased support of $498,000 and from the exchange impact from the strengthened Canadian 
dollar.  
 
As a percentage of total revenue, products accounted for 47% and services for 50% in the third quarter of fiscal 
2008 compared to 42% and 55%, respectively, in the third quarter of fiscal 2007.  
 
The Canadian dollar strengthened by approximately 16% against the U.S. dollar for the third 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 January 31, 2008 averaged $1.006 US in comparison to $0.866 US for the same period last 
year. Consequently, the strengthened Canadian dollar has affected the reported revenues favorably by 
approximately $768,000 in the third 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 $540,000 and $490,000 respectively. Hence, earnings from operations have been affected 
unfavorably by an estimated $262,000, as a result of the stronger Canadian dollar. 
 
Total revenue for the nine months ended January 31, 2008 increased by $5.0 million or 21% to $28.3 million 
compared to $23.3 million for the same period of fiscal 2007.  
 
Products revenue increased by $3.1 million or 33% to $12.3 million for the first nine months of fiscal 2008 
compared to $9.3 million for the same period in the previous fiscal year. Services revenue increased by 15% or 
$1.9 million to $15.2 million during the first nine months of fiscal 2008 compared to $13.3 million for the same 
period last year. The increase in products revenue comprises an increase of $2.3 million for proprietary products 
and $754,000 in third-party products. The increase in proprietary products revenue is largely explained by the 
significant increase in new contracts for both new and existing customers. The increase in products revenue can 
also be partially attributed to the enhancement in the Company’s software license and maintenance agreement and 
the favorable impact on revenues from the strengthened Canadian dollar. The increase in services revenue is due 
to increased support and professional services revenue, primarily as a result of heightened implementation activity 
and to the favorable exchange impact from the strengthened Canadian dollar. 
 
As a percentage of total revenue, products accounted for 44% and services for 54% in the first nine months of 
fiscal 2008 compared to 40% and 57%, respectively, in the first nine months of fiscal 2007.  
 
The Canadian dollar strengthened by approximately 10% against the U.S. dollar for the first nine months of fiscal 
2008 as compared to the same period in fiscal 2007. The Canadian dollar to U.S. dollar exchange rates for the 
nine-month period ended January 31, 2008 averaged $0.973 US in comparison to $0.884 US for the same period 
last year. Consequently, the strengthened Canadian dollar has affected the reported revenues favorably by 
approximately $1.4 million in the first nine months 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 $1.0 million and $933,000 respectively. Hence, earnings from operations have been affected 
unfavorably by an estimated $525,000, as a result of the stronger Canadian dollar. 
 
Cost of Revenue  
Total cost of revenue increased by 26% or $1.2 million to $6.0 million in the third quarter of fiscal 2008 compared 
to $4.7 million for the same three-month period in fiscal 2007. Streamline accounted for $296,000 for the two-
month period ended January 2008. Excluding Streamline, the increase is mainly due to increase of third-party 
product costs of $680,000 related primarily to the $729,000 increase of third-party product revenues mentioned 
earlier. 
 
Services costs increased by $360,000 or 12% to 3.3 million for the third quarter of fiscal 2008 in comparison to the 
same period of the previous fiscal year, with Streamline accounting for $177,000 of the increase. Excluding 
Streamline, the services costs increase of $183,000 is primarily as a result of the unfavorable impact of the 
strengthened Canadian dollar estimated at $398,000 offset by lower salary-related costs due to slightly fewer 
employees and higher tax credits. The cost of services includes multimedia tax credits of $116,000 for the third 
quarter of fiscal 2008 compared to $94,000 for the same period in the previous fiscal year. 
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Total cost of revenue for the first nine months of the year amounted to $15.3 million representing a 7% increase or 
$1.0 million in comparison to $14.3 million for the same nine-month period in fiscal 2007. Streamline’s costs 
accounted for $296,000. Excluding Streamline, the overall increase is mainly attributable to the unfavorable impact 
of the strengthened Canadian dollar estimated at $1.0 million. Excluding Streamline, the increase of third-party 
product costs of $575,000 over the nine-month period is directly related to the increase of third-party product 
revenues for $623,000. 
 
Services costs increased by $323,000 or 4% to $9.4 million for the first nine months of fiscal 2008 in comparison 
to the same period of the previous fiscal year primarily as a result of the unfavorable impact of the strengthened 
Canadian dollar estimated at $764,000 offset by lower salary-related costs due to an average of 15 fewer 
employees and slightly higher multimedia tax credits. The cost of services includes multimedia tax credits of 
$372,000 for the first nine months of fiscal 2008 compared to $338,000 for the same period in the previous fiscal 
year. 
 

Gross Margin 
The gross margin increased by $1.6 million or 51% to $4.7 million for the third quarter of fiscal 2008 in comparison 
to $3.1 million for the same period last year. Total gross margin percentage in the third quarter of fiscal 2008 was 
44% compared to 40% in the same period of fiscal 2007. The gross margin increase of 4% is largely attributable to 
the incremental gross margin related to the increased proprietary products revenues accounting for $889,000 of 
the increase and to the increased service revenues accounting for another $643,000. 
  
Products margin in the third quarter of fiscal 2008 increased by $961,000 to $2.7 million and represented 54% of 
products revenue compared to a 53% products margin for the same three-month period last year. The overall 
absolute dollar increase for the products margin is related to the incremental proprietary licenses accounting for 
$889,000. During the quarter, the Company signed three new accounts and numerous upgrades for existing 
customers for which considerable proprietary products revenues were realized, in addition to recognizing previously 
deferred software revenue recognized from new account bookings from the last three quarters. 
 
Services gross margin increased by $643,000 to $2.0 million representing 38% of services revenue in the third 
quarter 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.  
 
Gross margin increased by $4.0 million or 44% to $13.0 million for the first nine months of fiscal 2008 in 
comparison to $9.0 million for the same fiscal period last year. Total gross margin percentage in the first nine 
months of fiscal 2008 was 46% compared to 39% in the same period of fiscal 2007. The gross margin increase of 
7% is largely attributable to the incremental gross margin related to the increased proprietary products revenues 
and with increased service revenues while costs only increased modestly. 
  
Products margin in the first nine months increased by $2.4 million to $7.2 million and represented 58% of products 
revenue in fiscal 2008 compared to a 52% products margin for the same period last year. The significant increase 
in the products margin is related to the increase in proprietary products revenues accounting for $2.3 million of the 
increase. 
 
Services gross margin increased by $1.6 million to $5.8 million representing 38% of services revenue in the first 
nine months 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. 
 

Operating Expenses 
Total operating expenses increased by $1.0 million or 36% to $3.9 million in the third quarter of fiscal 2008 
compared to $2.9 million for the same period of fiscal 2007. Streamline’s operating expenses account for $174,000 
for the two-month period ending January 31, 2008. Operating expenses have been affected unfavorably by an 
estimated $490,000 due to the strengthened Canadian dollar. The most notable differences between the third 
quarter of fiscal 2008 in comparison with fiscal 2007 are as follows. 
 

• Operational activities including sales and marketing, general and administration, and gross research and 
development expenses are higher by $926,000 or 33% in the third quarter of fiscal 2008 compared to the 
same period of 2007. The increase is due to an estimated $466,000 unfavorable impact of the 
strengthened Canadian dollar, increased variable sales commissions for $169,000, and the addition of 
Streamline for $152,000.  

 
• Capitalized deferred development costs are lower by $22,000 in the third quarter of fiscal 2008 in 

comparison with the same period of the previous year. 
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• 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 $38,000 in the third 
quarter of the current fiscal year. 

 
• Stock based compensation, and the amortization of property and equipment and intangible assets have 

increased by $62,000 including Streamline for $23,000. 
 
Total operating expenses increased by $1.4 million or 14% to $11.0 million in the first nine months of fiscal 2008 
compared to $9.6 million for the same period of fiscal 2007. Operating expenses have been affected unfavorably by 
an estimated $933,000 due to the strengthened Canadian dollar. The most notable variances differentiating the 
first three quarters of fiscal 2008 in comparison with fiscal 2007 are as follows. 
 

• Operational activities including sales and marketing, general and administration, and gross research and 
development expenses are higher by $1.4 million or 16% in the first nine months of fiscal 2008 compared 
to the same period of 2007. Streamline costs for these operating activities account for $152,000 of the 
increase. The increase is due to an estimated $891,000 unfavorable impact of the strengthened Canadian 
dollar, increased variable sales commissions for $374,000, management bonuses and employee profit 
sharing, and offset by a lower employee headcount, excluding Streamline, 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 nine months of fiscal 2008 compared to 107 employees during the comparable 
period of fiscal 2007. 

 
• R&D investment tax credits are higher by $67,000 in the nine months of fiscal 2008 in comparison to the 

same period of fiscal 2007. 
 

• Capitalized deferred development costs are lower by $106,000 in the first nine months 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 $88,000 in the first nine 
months 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 nine months of fiscal 2008. 

 
• Stock based compensation, and the amortization of property and equipment and intangible assets have 

increased by $72,000 including Streamline for $23,000. 
 

Other Income and Expenses 
During the third quarter of fiscal 2008, the Company recorded an exchange loss of $8,000 compared to an 
exchange gain of $193,000 for the corresponding quarter of fiscal 2007 (first nine months of fiscal 2008 – 
exchange loss of $463,000 compared to an exchange gain of $163,000 for the first nine months 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 = $0.9499 CA, at the 
beginning of the current quarter, to $1.0022 CA as at January 31, 2008, representing an appreciation of 6% for 
U.S. monetary assets. During the third quarter of fiscal 2007, the U.S. dollar exchange rate moved from $1 US = 
$1.1227 CA, at the beginning of the quarter, to $1.1792 CA as at January 31, 2007, representing an appreciation 
of 5% for U.S. monetary assets. 
 
During the third quarter of fiscal 2008, the Company protected the majority of its U.S. net monetary assets from 
foreign exchange fluctuations by means of forward exchange contracts selling $2.0 million U.S. forward at rates 
averaging 1.0466 for maturity before the end of the quarter, and held other forward exchange contracts selling 
$4.4 million U.S. forward at an average rate of 0.9747 for maturity after the end of the third quarter. As a result, 
the Company recorded a realized exchange gain of CA$89,000 (US $89,000) on the matured transaction and an 
unrealized exchange loss of CA$121,000 (US $121,000) on the forward contracts that have yet to mature. The 
Company’s foreign exchange strategy was successful in offsetting the gains or losses from carrying net US 
monetary assets.  
 
During the nine month period ended January 31, 2008, the U.S. dollar exchange rate depreciated 9% from 
$1.1067 CA to $1.0022 CA. In the corresponding nine-month period of the previous year the U.S. dollar moved 
from $1.1203 CA to $1.1792 CA appreciating 5%. 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 gains 
and unrealized losses for a net gain of CA$215,000 (US $221,000) in the first nine months of fiscal 2008. Similar 
hedging strategies yielded exchange losses of $146,000 in the first nine months of fiscal 2007.  
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Subsequent to the current quarter ended January 31, 2008, the Company undertook another foreign exchange 
contract to sell $700,000 U.S. dollars forward at average rates of $0.9971 CA. 
 
The consolidated financial statements for the three and nine-month periods ended January 31, 2008 and January 
31, 2007 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. 
 
The Company has recorded a decrease of $818,000 due to the translation adjustment within the accumulated other 
comprehensive income in the third quarter of fiscal 2008 ($1.4 million increase for the first nine months of fiscal 
2008) compared to a decrease of $638,000 for the corresponding quarter of fiscal 2007 ($643,000 decrease for the 
first nine months of fiscal 2007). As such the comprehensive loss for the third quarter of fiscal 2008 is $111,000 in 
comparison to a comprehensive loss of $202,000 for the corresponding quarter of the previous fiscal year.  
 
For the nine-month period ended January 31, 2008, the Company has recorded comprehensive income of $2.6 
million compared to a comprehensive loss of $1.1 million for the first nine months of the previous fiscal year. 
 

Asset-Backed Commercial Paper 
At January 31, 2007, the Company held various third party asset-basked commercial paper (ABCP) with an original 
cost of CA $5,109,000, and including $400,000 denominated in U.S. dollars. The ABCP was 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 
August and September 2007; 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. On December 23, 2007, the Pan-Canadian Investors Committee issued a press release 
discussing the key components of this restructuring. The approval of the restructuring is subject to votes by all 
investors, and the committee anticipates that it will close by March 2008. The reader is encouraged to read the 
press release for an elaborate discussion of the restructuring plan. 
 
Pursuant to the guidelines and differentiation of the various trusts in the press release, the Company estimates 
that its holdings in ABCP comprises $4.8 million from synthetic trusts that would be restructured as a Pooled Trust 
consisting of Senior and Subordinated Pooled Notes, whose maturity is expected to be an average of seven years 
and $300,000 of ineligible assets from specified series of ABCP that may be excluded prior to the pooling of the 
assets.  
 
At January 31, 2008, the Company made a fair value determination of these investments. There is no active 
market for these ABCP investments, therefore the Company used a probability weighted valuation technique 
considering the time value of money and the associated credit risk by discounting the expected future 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.  
 
The Company used the following assumptions in its valuation based on the limited information: The Pooled Trust is 
a going concern. The Senior Notes will be AAA rated and will be interest bearing paying cash interest. The interest 
will be net of the administration costs and the standby fees on the margin facility. The principal and interest will be 
paid gradually over a seven year average maturity period. The Subordinated Notes will be unrated and will be 
interest bearing subject to the netting of the administration costs and standby fees, however the interest will not 
be paid in cash until the lump sum maturity estimated at the end of seven years. The credit risk interest premium 
was estimated by management and these estimates are not based on observable market prices or rates. The 
ineligible assets are assumed to be interest bearing and paid in a lump sum maturity after seven years, however 
these assets are discounted by a considerably higher credit risk and liquidity risk premium.  
 
The fair value write-down of these investments was $68,000 during the third quarter ended January 31, 2008, in 
addition to the $263,000 write-down recorded in the second quarter totaling $331,000. This amount has been 
recorded in other non-operating expenses. The fair value write-down could range from $250,000 to $900,000 
based on alternative reasonable assumptions. The Company is not accruing interest on these investments. 
 
Continuing uncertainties regarding the value of the assets, which underlie the ABCP, changes in the assumptions 
used to estimate the fair value, 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 in the near term, which 
would impact the Company’s earnings in future periods.  
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Net Earnings / Loss 
The Company recorded net earnings of $1.2 million or $0.09 per share in the first nine months of fiscal 2008 
compared to a net loss of $429,000 or $0.03 per share for the same period last year. Similarly, for the third 
quarter of fiscal 2008, the Company recorded net earnings of $707,000 or $0.05 per share compared to a net 
earnings of $436,000 or $0.03 per share for the corresponding period of a year earlier. 
 

Liquidity and Capital Resources 
As of January 31, 2008, current assets totaled $16.6 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 decreased to $6.7 million compared to $7.2 million as at April 30, 2007. Accounts receivable and 
work in progress totaled $9.1 million at the end of January 31, 2008 compared to $6.5 million as at April 30, 2007. 
The Company’s DSO (days sales outstanding) decreased to 75 days at the end the third quarter of fiscal 2008 in 
comparison to 76 days at the end of fiscal 2007 and 74 days at the end of the third quarter of fiscal 2007. 
 
Current liabilities as at January 31, 2008 totaled $14.1 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 $2.5 
million at the end of the third 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, the recent 
acquisition of Streamline, and the buy-back of shares through the normal course issuer bid. 
 
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 
(US $4.0 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 (US $4.8 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 January 31, 2008 the Company had drawn $3.1 million on this 
credit facility. Please see note 5 to the consolidated financial statements for further details. 
 
During the first nine months of fiscal 2008, operating activities generated funds of $2.0 million compared to using 
funds of $1.5 million for the same period last year. Operating activities excluding non-cash working capital items 
generated $2.6 million and net non-cash working capital used funds of $648,000. During the first nine months of 
fiscal 2007, operating activities excluding non-cash working capital items generated $97,000 and net non-cash 
working capital used funds of $1.6 million.  
 
During the third quarter of fiscal 2008, operating activities generated $572,000 compared to $780,000 in the 
corresponding period of fiscal 2007. Cash generated from operations, excluding non-cash working capital, improved 
by $871,000 amounting to $1.5 million in the third quarter of fiscal 2008 in comparison to $618,000 for the 
corresponding period a year earlier. Non-cash working capital used cash for $917,000 in the third quarter of fiscal 
2008 in comparison to generating $162,000 in the third quarter for fiscal 2007. The majority of the usage of cash 
for non-cash working capital is attributable to the increase in accounts receivable, tax credits receivable and the 
decrease of deferred revenue. 
 
The Company believes that funds on hand at January 31, 2008, together with short term investments and cash 
flow from operations, and access to the revolving line of credit and the anticipated renewal thereof, 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 $2.0 million for the first nine months of fiscal 2008 and used $426,000 for 
the same nine-month period in fiscal 2007. The Company has drawn $3.1 million on its credit facilities and repaid 
$190,000 of Streamline bank advances to generate cash for $2.9 million for the nine months ended January 31, 
2008 ($885,000 of net additional bank advances in the third quarter of fiscal 2008). The repayment of long-term 
debt and capital lease obligations amounted to $412,000 and $425,000 in the third quarter and the first nine 
months of fiscal 2007 respectively in comparison to nil for the current fiscal year. During the first nine months of 
fiscal 2008, 3,000 options were exercised generating $3,000 in comparison to 97,600 options exercised in the first 
nine months of fiscal 2007 generating $86,000. Additionally, during the first nine months of the current fiscal year, 
the Company purchased 670,800 of its outstanding common shares for cancellation at an average price of CA 
$1.47 (US $1.45) per share under a Normal Course Issuer Bid (NCIB). During the third quarter of the current fiscal 
year, the Company purchased 269,600 of its outstanding common shares for cancellation at an average price of CA 
$1.58 (US $1.58) per share. The total cost related to the purchasing of these shares for the first nine months of 
fiscal 2008, including other related costs, was $984,000 ($428,000 in the third quarter). The excess of the net 
book value over the purchase price of the shares of $889,000 was credited to contributed surplus. As per note 6 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 nine months of fiscal 2007, the 
Company purchased 70,000 shares at an average price of CA $1.37 (US $1.22) per share. The total cost related to 
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the purchasing of these shares, including related costs, was $87,000. The excess of the net book value over the 
purchase price of the shares of $110,000 was credited to contributed surplus.  
 
During the first nine months of fiscal 2008, investing activities used funds amounting to $4.3 million in comparison 
to generating $1.5 million for the comparable period of fiscal 2007. The Company used funds of $2.7 million by 
increasing its short-term investments ($11,000 generated in the third quarter), which were later reclassified to 
long-term asset-backed commercial paper, whereas $1.8 million was generated in the first nine months of fiscal 
2007 by decreasing short-term investments ($813,000 used in the third quarter to increase short-term 
investments). Funds of $287,000 and $184,000 were used for the first nine months of fiscal 2008 and 2007 
respectively ($58,000 and $40,000 for the third quarter of fiscal 2008 and 2007 respectively) for the acquisition of 
property, and equipment, and computer software for internal use. During the first nine months of fiscal 2008, the 
Company advanced an additional loan to TECSYS Latin America (TLA) for $50,000 and collected $33,000 in 
payments related to previous loans for a net disbursement of $17,000 (repayment of $16,000 was received in the 
third quarter of fiscal 2008). Similarly, the Company had extended loans to TLA for $150,000 in the first nine 
months of fiscal 2007, of which $50,000 was granted in the third quarter. At the end of the second quarter of the 
current fiscal year, the Company increased its investment in TECSYS Latin America for $185,000. Payment of 
$123,000 for this investment was executed in the third quarter. The remaining balance of $62,000 will be issued in 
the fourth quarter. In the third quarter of fiscal 2008, The Company acquired Streamline for total consideration of 
$1,466,000 consisting of cash, a promissory note payable, and costs related to the acquisition. Please see note 2 to 
the consolidated financial statements for further disclosure regarding the transaction. The purchase agreement for 
the Streamline acquisition includes a provision for the balance of the purchase price of CA $300,000 to be payable 
in three equal installments on each of the first three anniversary dates. As such the statement of cash flows 
excludes the non-cash transactions and reflects a usage of funds of $1.2 million for the acquisition. 
 

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. 
The investment was accrued on the financial statements of October 31, 2007, however the last payment of 
$62,000 is excluded from the statements of cash flows given that the payment has not been executed. Please refer 
to note 4 to the consolidated financial statements for a more elaborate discussion of the transaction. 
 

Subsequent Events 
On February 12, 2008, at a special meeting of shareholders, it was resolved that it is in the best interest of the 
Company to reduce the stated capital from $38,188,000 as reflected on the audited consolidated balance sheet as 
at April 30, 2007 to $3,194,000, pursuant to section 38 of the Canada Business Corporation Act, in order to 
eliminate the Company’s accumulated deficit. 
 
On February 26, 2008, the Company announced that it has approved a dividend policy whereby it intends to 
declare a cash dividend of CA $0.02 per common share to its shareholders to be distributed following the release of 
its financial results of the first and third quarter of each fiscal year. The declaration and payment of dividends will 
be at the discretion of the board of directors, which will consider earnings, capital requirements, financial condition 
and other such factors as the board of directors, in its sole discretion, deems relevant. The Company declared a 
dividend of CA $0.02 per common share, payable on March 31, 2008, to shareholders of record on March 10, 2008. 
 

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.  
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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, current portion of long-term debt, and other 
long-term liabilities are classified as other financial liabilities. The Company did not have any held-to-maturity 
instruments during the three and nine-month periods ending January 31, 2008. 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 shareholders’ 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”. 
 
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. 
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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, Application Solutions Inc. and Symplistech Inc. in fiscal 2005, and Streamline Information Systems 
Limited in fiscal 2008) 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. 
 
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: 
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• 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. 

 

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 January 
31, 2008, 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 (US $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 January 31, 2008 and January 31, 2007. 
 
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 January 31, 2008 amount to $165,000. The short-term portion of the loan receivable is included in other 
accounts receivable. 
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Outstanding Share Data 
As at February 26, 2008, the Company has 12,998,497 common shares outstanding as an additional 12,000 shares 
have been purchased for cancellation under the Normal Course Issuer Bid since the end of the Company’s third 
quarter. 
 
Similarly, on February 26, 2008, outstanding stock options to purchase common shares number 1,076,127 as the 
Company has granted an additional 239,000 options since the end of the third quarter, while 829 options have 
either been forfeited or expired. Warrants to purchase common shares number 15,000. 
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Management has compiled the unaudited interim consolidated financial information of TECSYS Inc. consisting of the 
interim Consolidated Balance Sheet and the Consolidated Statement of Shareholders’ Equity as at January 31, 
2008 and the Consolidated Statements of Deficit, Operations, Comprehensive Income, and Cash Flows for the three 
and nine-month periods ended January 31, 2008 and January 31, 2007. 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)
January 31,  April 30,

                    2008 2007
(unaudited) (audited)

Assets

Current assets
Cash and cash equivalents 4,393                   4,058               
Short-term and other investments -                      2,509               
Accounts receivable 8,714                   6,242               
Work in progress 417                      271                  
Other accounts receivable 186                      169                  
Tax credits receivable 2,091                   983                  
Inventory 182                      145                  
Prepaid expenses 640                      500                  

16,623                 14,877             

Restricted cash equivalents and other investments 663                      609                  
Asset-backed commercial paper (note 3) 4,755                   -                  
Long-term receivable 119                      110                  
Long-term investment (note 4) 424                      257                  
Property and equipment, net 1,834                   1,672               
Intangible assets, net (note 2) 1,619                   1,385               
Deferred development costs 861                      672                  
Goodwill (note 2) 2,865                   2,068               

29,763                 21,650             

Liabilities

Current liabilities
Bank advances (note 5) 3,126                   -                  
Accounts payable and accrued liabilities 5,987                   4,367               
Current portion of long-term debt 207                      97                    
Deferred revenue 4,794                   3,420               

14,114                 7,884               

Promissory note payable (note 2) 200                      -                  

14,314                 7,884               
Subsequent events (note 11)

Shareholders' equity

Capital stock (note 6 and 11) 36,320                 38,188             
Contributed surplus (notes 6 and 7) 8,211                   7,293               

Accumulated other comprehensive income 4,696                   3,279               
Deficit (note 11) (33,778)               (34,994)           

(29,082)               (31,715)           

15,449                 13,766             

29,763                 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)

Nine Months Ended Nine Months Ended
January 31, January 31,

2008 2007

(unaudited) (unaudited)

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

Net earnings (loss) for the period 1,216                            (429)                                 

Balance - End of period (33,778)                        (34,869)                            

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

Nine Months 
Ended

Nine Months 
Ended

January 31, January 31, January 31, January 31,
2008  2007 2008  2007

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

Revenue
Products (note 8a) 5,084                3,335                12,318               9,261                
Services 5,353                4,350                15,203               13,271              
Reimbursable expenses 284                   205                   741                    749                   

10,721              7,890                28,262               23,281              
Cost of revenue
Products 2,349                1,561                5,120                 4,438                
Services (note 8b) 3,343                2,983                9,431                 9,108                
Reimbursable expenses 284                   205                   741                    749                   

5,976                4,749                15,292               14,295              

Gross margin 4,745                3,141                12,970               8,986                

Operating expenses
Sales and marketing 1,530                1,137                4,342                 3,926                
General and administration 908                   672                   2,482                 1,961                
Gross research and development 1,269                972                   3,688                 3,208                
Research and development tax credits (109)                  (97)                    (316)                   (249)                  
Deferred development costs (50)                    (72)                    (195)                   (301)                  
Stock-based compensation 10                     -                    31                      19                     
Amortization of property and equipment 149                   134                   413                    404                   
Amortization of  intangible assets 176                   139                   479                    428                   
Amortization of  deferred development costs 38                     -                    88                      -                    
Restructuring charges -                    -                    -                     234                   

3,921                2,885                11,012               9,630                

Earnings (loss) from operations 824                   256                   1,958                 (644)                  

Interest income 24                     45                     125                    147                   
Interest expense (33)                    (5)                      (37)                     (34)                    
Foreign exchange (losses) gains (8)                      193                   (463)                   163                   
Changes in fair value of asset-backed commercial paper (68)                    -                    (331)                   -                    
Share of net loss of a company subject to significant influence (32)                  (53)                  (36)                    (61)                  

Net earnings (loss) for the period 707                   436                   1,216                 (429)                  

Weighted average number of common shares outstanding 
                            - basic 13,130,070       13,686,798       13,429,091        13,646,652       

                            - diluted 13,155,623       13,687,568       13,454,055        13,646,652       
Basic and diluted net earnings (loss) per common share            
( in US dollars ) 0.05$                0.03$                0.09$                 (0.03)$               

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

Nine Months 
Ended

Nine Months 
Ended

January 31, January 31, January 31, January 31,
2008 2007 2008  2007

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

Net earnings (loss) for the period 707                  436                  1,216                 (429)                 

Other comprehensive income (loss)

   Translation adjustment (818)                 (638)                 1,417                 (643)                 

Comprehensive income (loss) (111)                 (202)                 2,633                 (1,072)              

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

Nine Months 
Ended

Nine Months 
Ended

January 31, January 31, January 31, January 31,
2008 2007 2008 2007

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

Operating activities
Net earnings (loss) for the period 707                         436                         1,216                   (429)                     
Adjustments for

Amortization of property and equipment 149                         134                         413                      404                      
Amortization of intangible assets 176                         139                         479                      428                      
Amortization of deferred development costs 38                           -                         88                        -                       
Stock-based compensation 10                           -                         31                        19                        
Changes in fair value of asset-backed commercial paper 68                           -                         331                      -                       
Unrealized foreign exchange losses (gains) 360                         (72)                         230                      (85)                       
Deferred development costs (51)                         (72)                         (202)                     (301)                     
Share of net loss of a company subject to significant influence 32                           53                           36                        61                        

1,489                      618                         2,622                   97                        
Changes in non-cash working capital items related to operations

(Increase) decrease in accounts receivable (790)                       257                         (1,290)                  111                      
Decrease (increase) in work in progress 19                           280                         (50)                       94                        
Decrease in other accounts receivable 59                           6                             81                        17                        
Increase in tax credits receivable (225)                       (201)                       (689)                     (544)                     
Decrease (increase) in inventory 56                           -                         (9)                         (44)                       
Decrease (increase) in prepaid expenses 169                         (65)                         (62)                       2                          
Increase (decrease) in accounts payable and accrued liabilities 300                         (10)                         698                      (934)                     
(Decrease) increase in deferred revenue (505)                       (105)                       673                      (307)                     

572                         780                         1,974                   (1,508)                  
Financing activities

Increase in bank advances 885                         -                         2,936                   -                       
Repayment of long-term debt and capital lease obligations -                         (412)                       -                       (425)                     
Issuance of common shares -                         -                         3                          86                        
Purchase of common shares for cancellation (428)                       (21)                         (984)                     (87)                       

457                         (433)                       1,955                   (426)                     
Investing activities

Decrease (increase) in short-term and other investments 11                           (813)                       (2,687)                  1,834                   
Acquisitions of property and equipment (51)                         (34)                         (256)                     (176)                     
Acquisitions of intangible assets (7)                           (6)                           (31)                       (8)                         
Decrease (increase) in long-term receivable including the current portion 16                           (50)                         (17)                       (150)                     
Long-term investment (123)                       -                         (123)                     -                       
Business combinations, net of cash and cash equivalents acquired (1,166)                    -                         (1,166)                  -                       

(1,320)                    (903)                       (4,280)                  1,500                   

         and cash equivalents (110)                       (127)                       686                      (137)                     

Change in cash and cash equivalents (401)                       (683)                       335                      (571)                     
Cash and cash equivalents - Beginning of Period 4,794                      1,292                      4,058                   1,180                   

Cash and cash equivalents - End of Period 4,393                      609                         4,393                   609                      

See accompanying notes to the unaudited consolidated financial statements

Effect of foreign exchange rate fluctuations on cash 
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(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 (670,800)              (1,873)            889                 -                                       -                  (984)               

Stock options exercised 3,000                   3                    -                  -                                       -                  3                    

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

Stock-based compensation -                       -                 31                   -                                       -                  31                  

Translation adjustment -                       -                 -                  1,417                                   -                  1,417             

Net earnings for the period -                       -                 -                  -                                       1,216              1,216             

Balance, January 31, 2008 13,010,497          36,320$         8,211$            4,696$                                 (33,778)$         15,449$         

See accompanying notes to the unaudited consolidated financial statements

Capital Stock
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