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MANAGEMENT’S DISCUSSION AND ANALYSIS 
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

 
This Management’s Discussion and Analysis of Saratoga Electronic Solutions Inc. 
(''Saratoga'' or the ''Company'') was prepared in accordance with Regulation 51-102 
''Respecting Continuous Disclosure Obligations'' and should be read in conjunction with 
the unaudited condensed consolidated financial statements and related notes thereto of 
the Company for the three-month periods ended June 30, 2011 and 2010. The Company 
files its condensed consolidated financial statements, press releases and other required 
disclosure documents on the SEDAR database at www.sedar.com. 
 
The Company prepares its unaudited condensed consolidated financial statements on the 
basis of International Financial Reporting Standards (''IFRS''). Except where otherwise 
indicated, all financial information reflected herein is expressed in Canadian dollars.  
 
This MD&A may contain information and declarations on the future performance of the 
Company that are by nature forward looking.  These declarations reflect management’s 
expectations regarding future events based on assumptions and uncertainties that are 
subject to the risk factors identified in the ''Risks and Uncertainties'' section of this 
MD&A. Readers are hereby cautioned. 
 
The condensed consolidated unaudited financial statements and MD&A of the Company 
in respect of the three-month periods ended June 30, 2011 and 2010 were reviewed by the 
Audit Committee and approved by the Board of Directors of the Company on October 5, 
2011. 
 
 
OVERVIEW 
 
The Company is incorporated under the Canada Business Corporations Act and is listed 
on the TSX Venture Exchange under the symbol “SAR”. The Company is headquartered 
in Montreal, Quebec, Canada. 
 
 
Business Overview 
 
As at June 30, 2011, the Company had two significant business units which are described 
in more detail below: automated teller machines (“ATMs”) and prepaid products.  
 
All of the Company’s business units operate solely in Canada. The accounting policies 
used to prepare the information by business segment are the same as those used to 
prepare the condensed consolidated financial statements of the Company. 
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ATMs 
 
The Company, through its subsidiary Saratoga ATM Corporation Inc. ("Saratoga ATM"), 
is in the business of placing and operating ATMs in Eastern Canada. 
 
An ATM allows a bank customer to withdraw cash in convenient locations. The 
Company enters into placement agreements with merchants that host the ATMs. 
Depending on the terms of the placement agreement, the Company can earn both a 
surcharge and a network fee for transactions taking place at the ATM. Saratoga carries 
various models of ATMs that suit the diverse needs of the hosting merchants. 
 
The Company’s network consisted of approximately 450 ATM locations as of June 30, 
2011, compared to approximately 395 ATM locations as of June 30, 2010, a year to year 
increase of 55 ATM locations. Approximately 20 ATM locations were added under the 
Company’s contract with Ultramar and another 35 ATM locations were added to the 
Company’s traditional ATM network. 
 
 
Prepaid products 
 
The Company, through its subsidiary Car-Tel Distributions Inc. ("Car-Tel"), is in the 
business of distributing to consumers point-of-sale (POS) activated prepaid cellular 
telephone PINs and long distance calling cards, as well as offering retailers a variety of 
electronic gift card solutions. All of Car-Tel’s electronic devices are connected to its 
proprietary server and database software through wireless or land-line wide area 
networks or through host-to-host connectivity. 
 
Car-Tel offers a complete electronic gift card program to major product distributors 
across Canada. Customers are provided with the option of entering into a closed-loop 
distribution agreement, whereby the electronic gift cards are distributed to the customer’s 
existing client base, or an open loop distribution agreement, whereby, in addition, the 
electronic gift cards are also distributed to Car-Tel’s entire network of users of its various 
products. 
 
The Company’s network consisted of approximately 2,645 POS locations as of June 30, 
2011, compared to approximately 3,010 POS locations as of June 30, 2010, a year to year 
decrease of 365 POS locations. The Company believes that POS location offerings in its 
traditional market have reached market maturity status.  
 
A recent trend has developed whereby major service providers are reducing the margins 
of resellers of cellular phone cards and long distance cards. With the expiration, on 
March 31, 2011, of Car-Tel’s exclusivity with Bell for the resale of long distance cards, 
Car-Tel’s margin on this product has been reduced by 3%. Furthermore, as of August 1, 
2011, Rogers and Fido have reduced the margins available on the sale of their cellular 
phone cards by 3%. These decreases are expected to negatively impact Car-Tel’s 
operating profits. 
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On July 29, 2011, the Corporation announced a proposed management buyout of Car-Tel. 
Please see “Overview - Subsequent Event”. 
 
 
Discontinued operations 

 
On July 29, 2011, the Company entered into an agreement to sell its wholly-owned 
subsidiary Car-Tel, subject to the receipt of all requisite shareholder and regulatory 
approvals. Please see “Overview - Subsequent Event”. The sale of Car-Tel is probable, 
and is expected to qualify for recognition as a complete sale within the third quarter of 
fiscal 2012. As a result, Car-Tel was reported in the condensed consolidated financial 
statements of the Company for the period ended June 30, 2011 as a discontinued 
operation. 
 
On June 30, 2011, the Company classified its ATM business segment long-lived assets as 
“held for sale” given that the Company has created a special committee of its Board of 
Directors which has been engaged in negotiations with a view to the sale of these assets. 
As a result, the ATM business segment long-lived assets were reported in the condensed 
consolidated financial statements of the Company for the period ended June 30, 2011 as a 
discontinued operation.  
 
Statement of operations related to discontinued operations 
                                                                  
For the three-months ended 
 

June 30, 
2011 

(unaudited) 

June 30, 
2011 

(unaudited) 

June 30, 
2011 

(unaudited) 
 Car-Tel ATM Total 
 $ $ $ 

    
Revenues 11,353,847 1,032,887 12,386,734 
    
    
Direct costs 10,981,839 837,177 11,819,016 
Selling and administrative 257,809 45,160 302,969 
Profit before net finance income 114,199 150,550 264,749 
    
Net finance expenses 46,476 35,185 81,661 
Income of discontinued operations before 
income taxes 67,723 115,365 183,088 
    
Income taxes expense (recovery)    
Net income taxes - - - 
Deferred income taxes - - - 
    
Net profit and comprehensive income for 
the period 67,723 115,365 183,088 
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  Assets Held for sale related to discontinued operations 
 June 30, 

2011 
(unaudited) 

June 30, 
2011 

(unaudited) 

June 30, 
2011 

(unaudited) 
 Car-Tel ATM  Total 
 $ $ $ 
    
Trade receivables 2,259,005 - 2,259,005 
Inventories 1,020,706 - 1,020,706 
Prepaid expenses 42,875 - 42,875 
Equipment 390,590 925,679 1,240,938 
Assets held for sale 4,410,135 925,679 5,035,814 
    
Bank indebtedness 1,320,725 - 1,320,725 
Trade payable and accrued liabilities 4,062,193 - 4,062,193 
Provisions 30,000 - 30,000 
Loans payable 100,000 - 100,000 
Long-term debt 1,068,720 - 1,068,720 
Liabilities held for sale 6,581,638 - 6,581,638 

 
 
Money remittance 
 
On October 26, 2006, the Company entered into a Memorandum of Agreement (the 
"MOA") with Union Bank of the Philippines in order to commercialize and distribute 
Saratoga’s money remittance platform and to provide Saratoga with the exclusive 
Canadian rights to the money remittance business of Union Bank of the Philippines for a 
period of five years. 
 
Pursuant to the MOA, Saratoga assumed the ultimate responsibility for the development 
of an electronic infrastructure that will permit Automated Clearing House remittance of 
funds designed to enable persons residing in Canada to electronically transfer funds to 
persons residing in the Philippines. This service targeted the needs of the Canadian 
Filipino community to send funds to the Philippines in an economical, secure and 
efficient manner. 
 
On July 6, 2009, the Company announced its decision to abandon its money remittance 
business after determining there to be limited prospects of generating sufficient operating 
revenue in order to offset the costs associated with completing the launch of this 
platform. Since the time of such announcement, Union Bank of the Philippines has 
contributed the sum of $50,000 towards the project in order that the business may 
continue to operate. However, on March 17, 2010, the Company ceased its money 
remittance operations. Subsequently, in May 2010, at the request of Union Bank of the 
Philippines, the Company agreed to resume its money remittance operations until such 
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time as the parties are able to transfer the operations to a third party. Union Bank of the 
Philippines has sinced agreed to itself acquire such operations for the sum of $125,000 
subject to the completion of a due diligence review of the Company’s money remittance 
platform. Closing of this transaction is expected to occur in the third quarter of fiscal 
2012. 
 
 
Going concern 
 
The condensed consolidated financial statements have been prepared on the basis that the 
Company will continue as a going concern, which contemplates the realization of assets 
and the payment of liabilities in the ordinary course of business.  Should the Company be 
unable to continue as a going concern, it may be unable to realize the carrying value of its 
assets and to meet its liabilities as they become due. 
 
A number of unfavourable conditions and events have left some doubt as to the 
appropriateness of this assumption. The Company incurred continued operating losses 
resulting in its non-compliance with certain financial debt covenants required by the 
financial institution relating to the bank advances and term loans. At June 30, 2011, the 
lender has waived these violations and, while the lender has not called its bank advances 
and the term loans, these term loans have been classified as a current liability in the 
accompanying condensed consolidated financial position because the lender can demand 
payment if the Company’s economic condition worsens. The Company’s condensed 
consolidated working capital and equity are deficient.   
 
The Company’s ability to continue as a going concern is dependent upon its ability to 
restore itself to profitability and positive cash flows.  Management is focusing on 
strategic changes in its prepaid business segment and is closely monitoring its 
discretionary expenses.  In its ATM business segment, the Company will need to obtain 
new forms of long-term debt to replace existing credit facilities that are in breach of its 
current bank covenants. 
 
The carrying amounts of assets, liabilities, revenues and expenses presented in the 
condensed consolidated financial statements and the statements of financial position 
classification have not been adjusted as would be required if the going concern 
assumption was not appropriate. 
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Normal course issuer bid 
 
The TSX Venture Exchange (“TSX-V”) accepted the Company’s Notice of Intention to 
make a Normal Course Issuer Bid (“NCIB”). Pursuant to the NCIB, the Company could, 
from time to time, purchase through the facilities of the TSX-V up to an aggregate of 
932,415 of its common shares, being approximately 5% of the Company’s issued and 
outstanding common shares as of May 12, 2010. Given the initiation by the Company of 
a process to explore and consider possible strategic alternatives for enhancing 
shareholder value, purchases of shares pursuant to the NCIB were suspended in 
December 2010. 
 
During the year ended March 31, 2011, the Company repurchased for cancellation 
187,000 of its shares for a total consideration of $24,550 under the NCIB. At March 31, 
2011, these shares were held as treasury shares. These treasury shares were cancelled on 
May 27, 2011 and original costs in an amount of $6,380 was written off, thus reducing 
share capital, offset against contributed surplus.   
 
 
Subsequent event 
 
Sale of Car-Tel 

 
The Company announced that on July 29, 2011 that it had entered into an agreement to 
sell its Car-Tel subsidiary to a member of the management of Car-Tel for a purchase 
price of approximately $1.36 million, to be paid through a combination of cash and the 
settlement of certain specified liabilities.  This transaction results from the previously 
announced strategic review undertaken by the Company. 

 
Closing of this transaction is subject to the negotiation and execution of definitive 
transaction documents, as well as the receipt of all requisite regulatory approvals, and is 
expected to occur in the Company’s third quarter. 

 
Description of the transaction 

 
The purchase price of the shares of Car-Tel will be approximately $1.36 million, which 
will be paid by way of a cash payment of approximately $1.2 million and the 
forgiveness of a debt due by Saratoga ATM to Car-Tel of approximately $0.16 million. 
Additionally, at closing, Car-Tel will pay its debt due to Saratoga Leasing Inc. in the 
amount of approximately $0.3 million.  

 
Furthermore, in the event that an end user charge is implemented in relation to the 
distribution of prepaid cellular, long distance or gift cards within the next two years, the 
Company will be entitled to a fee equal to 9% of such charge for each prepaid cellular, 
long distance or gift cards distributed during the 36 month period following the 
implementation of such charge. 
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Reasons for the transaction 

 
Management of the Company believes that the prepaid cellular and long distance 
market reached maturity in 2010, with sales having declined on a quarterly basis since 
such time. The decline in the number of POS machines in Car Tel’s network, as well as 
in the overall number of transactions, is indicative of end users using other methods of 
communications. Furthermore, in the last four-month period, three prepaid cellular or 
long distance service providers have reduced the margins on their products by 3%, 
which is expected to directly impact future cash-flows generated by Car-Tel. The 
Company has therefore concluded that it is in the best interest of shareholders for the 
Company to exit the prepaid cellular, long distance and gift card business segment. 

 
 

Effect on the Company 
 

The Company will use the approximately $1.2 million in cash which it expects to 
receive as a result of this transaction to reduce long-term debt by approximately $0.7 
million and to provide working capital of approximately $0.5 million. The Company’s 
consolidated long-term debt will be reduced by a further approximately $0.3 million as 
a result of the repayment by Car-Tel of the debt due to Saratoga Leasing Inc. 

 
 
Quarterly results 
 

Quarter Revenues 
Net earnings 

(loss) 

Net 
earnings(loss) 

per share -  
basic and 
diluted 

 $ $ $ 

    

Year ended March 31, 2012    

First Quarter (1)       14,278 118,591 0.00641 

    

Year ended March 31, 2011    

Fourth Quarter 11,405,385 (1,528,214) (0.08255) 

Third Quarter 13,345,085 (378,337) (0.02042) 

Second Quarter 15,082,148 (4,718) (0.00025) 

First Quarter 15,061,246 78,182 0.00420 
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Quarter Revenues 
Net earnings 

(loss) 

Net 
earnings(loss) 

per share -  
basic and 
diluted 

 $ $ $ 
 

Year ended March 31, 2010    

Fourth Quarter 13,266,982 (604,498) (0.03241) 

Third Quarter (1) 13,596,561 (226,021) (0.01212) 

Second Quarter (1) 14,323,183 (144,480) (0.00775) 

First Quarter (1) 13,728,423 (236,851) (0.01270) 

 
(1) Results for quarters ended June 30, 2009, September 30, 2009 and December 31, 

2009 are recorded in accordance with Canadian GAAP. 
 

Note: For comparative purpose, the total revenue, net income (loss) and EPS in this chart 
included continuing and discontinued operations. 
 
The following table summarizes certain financial data related to the Company and should 
be read in conjunction with the Company’s unaudited condensed consolidated financial 
statements for the three-month periods ended June 30, 2011, 2010 and 2009. 
 
 For the three-month period ended 

     June 30,  
2011 

(unaudited) 

June 30,  
2010 

(unaudited)  

June 30,  
2009 

(unaudited) 
    $ 

(except for share 
information)  

$ 
(except for share 

information) 

$ 
(except for share 

information) 
       
Total assets  7,710,312 9,421,404 10,350,183 
Bank loans  1,604,080 1,776,600 1,419,120 
Long-term debt – continuing 
activities 

 
712,541 2,222,039 2,122,286 

Long-term debt – discontinued 
activities 

 
1,068,720 - - 

     
Revenue  12,401,012 15,061,646 13,728,423 
Operating profit (loss)  178,136 186,009 13,869,712 
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 For the three-month period ended 
     June 30,  

2011 
(unaudited) 

June 30,  
2010 

(unaudited)  

June 30,  
2009 

(unaudited) 
    $ 

(except for share 
information)  

$ 
(except for share 

information) 

$ 
(except for share 

information) 
Net finance expenses  83,708 107,827 95,562 
     
Profit (loss) before income taxes  94,428 78,182 (236,851) 
Deferred income taxes (recovery)  (24,163) - - 
Net income (loss)  118,591 78,182 (236,851) 
     
Net income (loss) from continuing 
activities  (64,497) 78,182 (236,851) 
Net income (loss) from discontinued 
activities  183,088 - - 
     
Earnings per share basic  0.00642 0.00786 0.01270 
Earnings per share diluted  0.00633 0.00774 - 
Weighted average number of 
common shares outstanding     
Basic  18,461,300 18,572,300 18,648,300 
Diluted  18,741,300 18,852,300 - 
 
 
Results of operations 
 
Revenues 
 
Revenues for the three-month period ended June 30, 2011 decreased to $112,401,012 
from $15,061,646 for the three-month period ended June 30, 2010, representing a year-
over-year decrease of $2,660,634 (17.66%). The decrease in revenues was a direct result 
of the decrease of $2,635,462 (18.84%) in prepaid products segment revenues and of 
$25,173 (2.38%) in ATM segment revenues, offset by an increase of $1 in corporate 
items. 
 
Total revenues from the ATM business (Saratoga ATM) were $1,032,887 for the three-
month period ended June 30, 2010, compared to $1,058,060 for the three-month period 
ended June 30, 2011. The year-over-year decrease in the ATM segment is $25,173 
(2.38%), mostly attributable to decreased number of transactions per ATM location. The 
number of ATM locations is 451 as at June 30, 2011, compared to 393 ATM locations as 
at June 30, 2010, representing an increase of 58 ATM locations during the year. The 
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number of transactions per ATM location is 860 for the period ended June 30, 2011, 
compared to 1,002 for the period ended June 30, 2010, representing a decrease of 142 per 
ATM location. 
 
Total revenues from the prepaid products business were $11,353,847 for the three-month 
period ended June 30, 2011, compared to $13,989,309 for the three-month period ended 
June 30, 2010. The year-over-year decrease in the prepaid products segment is 
$2,635,462 (18.84%), mostly attributable to decreased number of POS machine locations 
and transactions per POS machine locations. The number of POS machine locations is 
2,646 as at June 30, 2011, compared to 3,009 POS machine locations as at June 30, 2010, 
representing a decrease of 364 POS machine locations during the year. The number of 
transactions per ATM location is 269 for the period ended June 30, 2011, compared to 
298 for the period ended June 30, 2010, representing a decrease of 29 per POS machine 
location. 
 
 
Direct costs 
 
Direct costs for the three-month period ended June 30, 2011 decreased to $11,252,587 
from $14,252,587 for the three-month period ended June 30, 2010, representing a year-
over-year decrease of $2,408,334 (15.99%). The decrease in direct costs was a direct 
result of the decrease of $2,401,303 (17.17%) in prepaid products segment and of 
$32,268 (3.05%) in ATM segment, offset by an increase of $25,237 in corporate items. 
The direct costs decrease in the prepaid products segment and ATM segment are in line 
with decreases in same segments as explained in revenues. The amount of $25,237 in 
corporate items is mainly explained by repairs to the 2975 Hochelaga building in the 
aftermath of a spring flood in March 2011. 
 
 
Selling and administrative expenses 
 
Selling and administrative expenses for the three-month period ended June 30, 2011 were 
$390,198, compared to $369,221 for the three-month period ended June 30, 2010. Selling 
and administrative expenses increased year-over-year by $20,977 (5.68%). This year-
over-year increase of $20,977 is explained by an increase in insurance expense of 
$6,291(65.27%), in professional fees of $18,676 (29.04%), in office salaries and benefits 
of $11,380 (7.53%) and approximately in other expenses of $288, offset by a decrease in 
office expenses of $12,261 (25.13%) and in selling expenses of $3,397 (5.37%). 
 
 
Depreciation of property, equipment 
 
Depreciation of property, equipment reported from continuing operations for the three-
month period ended June 30, 2011 decreased to $10,455 from $99,853 for the three-
month period ended June 30, 2010, representing a year-over-year decrease of $89,398 
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(89.53%). The amount of $10,455 represents the depreciation of the 2975 Hochelaga, 
Montreal building in in the amount of $9,775 and of $680 in furniture and computers. 
 
Depreciation of property, equipment reported from discontinued operations for the three-
month period ended June 30, 2011 was nil (2010 – Nil). Under discontinued operations 
policies, no depreciation of assets are accounted for. 
 
 
Amortization of intangible assets 
 
Amortization of intangible assets from continuing operations for the three-month period 
ended June 30, 2011 decreased to nil from $146,250 for the three-month period ended 
June 30, 2010, representing a year-over-year decrease of $146,250 (100.00%). All 
remaining intangible assets were amortized by year-end March 31, 2011. 
 
Money remittance costs 
 
Money remittance costs reported from continuing operations for the three-month period 
ended June 30, 2011 decreased to $1,300 from $7,726 for the three-month period ended 
June 30, 2010, representing a year-over-year decrease of $6,426 (83.17%). The money 
remittance costs represent maintenance costs of the money remittance network. 
 
Strategic revision process costs 
 
Strategic revision process costs reported from continuing operations for the three-month 
period ended June 30, 2011 increased to $13,825 (2010 – Nil), representing a year-over-
year increase of $13,825 (100.00%). The strategic revision process costs include 
professional and legal fees for the strategic revision process. 
 
Insurance claim 
 
Insurance claim reported from continuing operations for the three-month period ended 
June 30, 2011 increased to $37,144 (2010 – Nil), representing a year-over-year increase 
of $37,144 (100.00%). The insurance claim was in the amount of $72,155, offset entirely 
by the expenses already incurred in the previous quarter 2011 and a provision for repairs 
to the 2975 Hochelaga, Montreal building of $35,000. The insurance claim received is 
due to a spring flooding in March 2011. 
 
 
Finance costs 
 
Finance costs for the three-month period ended June 30, 2011 decreased to $83,708 from 
$107,827 for the three-month period ended June 30, 2010, representing a year-over-year 
decrease of $24,119 (22.37%). The decrease in finance costs was a direct result of the 
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decrease of $5,237 (12.96%) in ATM segment and of $29,482 (93.51%) in corporate 
items, offset by an increase of $10,600 (29.55%) in prepaid products segment. 
  
 
Operating income before income taxes 
 
The operating income before income taxes for the three-month period ended June 30, 
2011 increased to $94,428 from $78,182 for the three-month period ended June 30, 2010, 
representing a year-over-year increase of $16,246 (8.73%). The increase in operating 
income before income taxes was a direct result of the decrease of $57,562 (35.72%) in 
ATM segment, offset by an increase of $48,911 (45.76%) in prepaid products segment 
and of $24,897 (30.35%) in corporate items. 
 
 
Income taxes 
 
Income taxes recovery reported from continuing operations for the three-month period 
ended June 30, 2011 increased to $24,163 (2010 – Nil) representing a year-over-year 
increase of $24,163 (100.00%).  The recovery of $24,163 in deferred income taxes is 
explained by a deferred income tax asset recovery in the amount of $67,250 being 
accounted for by the Company in view of the sale of Car-Tel, offset by the net change in 
deferred income tax expense of $43,087 taken into account for the future sale ATM 
assets.  
 
Net profit from assets of discontinued activities 
 
Net profit from assets held for sale reported from discontinued operations for the three-
month period ended June 30, 2011 was $183,088 (2010 – Nil). This increase of $183,088 
(100.00%) is mainly explained by the profit of $67,723 for Car-Tel and of $115,365 for 
Saratoga ATM. 
 
 
Net profit (loss) and comprehensive income 
 
The Company realized a net profit for the three-month period ended June 30, 2011 of 
$118,591, compared to a net profit for the three-month period ended June 30, 2010 of 
$78,182, representing an increase in net profit of $40,409 (51.69%).  
 
 
Profit per share  
 
The profit per share - basic and diluted for the three-month period ended June 30, 2011 
was $0.00642 and $0.00633, respectively, compared to a profit per share - basic and 
diluted for the three-month period ended June 30, 2010 of $0.00421 and 
$0.00415,respectively, calculated on a basic weighted average number of 18,461,300 
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outstanding common shares at June 30, 2011 (2010 - 18,572,300) and calculated on a 
diluted weighted average number of 18,741,300 outstanding common shares at June 30, 
2011 (2010 - 18,852,300).  
 
 
CHANGE IN FINANCIAL POSITION 
 
The following table summarizes certain financial data related to the Company and should 
be read in conjunction with the Company’s audited consolidated financial statements for 
the three-month periods ended June 30, 2011 and 2010. 
 

 For the three-month period 
ended 

  June 30, 
2011 

(unaudited) 

June 30, 
2010 

(unaudited) 
$ $ 

Cash flow (used in) from continuing operations  (118,358) 4,676) 
Cash flow (used in) from discontinued 
operations 

 
(288,712) - 

    
Cash flow from (used in) investing from 
continuing activities  

 
- (5,553) 

Cash flow from (used in) investing discontinued 
activities 

 
(31,248) - 

    
Cash flow (used in) from financing continuing 
activities 

 
(84,738) (331,015) 

Cash flow (used in) from financing discontinued 
activities  1,079,774 - 
    
Net increase (decrease) in cash and cash 
equivalents  556,718 (331,892) 
 
 
Operating activities 
 
Cash flows used in continuing operating activities were $118,358 for the three-month 
period ended June 30, 2011, compared to cash flows generated of $4,676 for the three-
month period ended June 30, 2010. The decrease of $123,034 (2,631.18%) in cash flows 
generated from operating activities is primarily attributable to an increase of net loss of 
$142,679 (182.50%) and a decrease in non-cash working capital items of $259,811 
(105.57%), offset by an decrease in generated cash flow from non-working capital 
adjustments of $279,456 (87.44%). The variances in cash-flow from continuing 
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operations are as of June 30, 2011, compared to June 30, 2010, are explained mainly by 
discontinued operations being accounted for separately. 
 
Cash flows used in discontinued operating activities for the three-month period ended 
June 30, 2011 were $288,712 (2010 – Nil).  
 
Change in cash flow of non-cash working capital items for the periods ended June 30, 
 Three-month 

2011 
Three-month 

2010 Change Change 
 $ $ $ % 
     
Trade receivable (38,265) (607,180) 568,180 93.70 
Trade receivable from 
related parties 2,059 (6,779) 8,838 (130.37) 
Inventories - 165,144 (165,144) (100.00) 
Prepaid expenses (30,621) 19,459 (50,080) (257.36) 
Trade payables and 
accruals (24,467) 108,085 (132,552) (122.64) 
Trade payables from 
related parties 16,141 11,662 4,479 38.41 
Provisions 35,000 (10,000) 45,000 (450.00) 
Continuing operations (40,153) (319,609) 279,456 (87.44) 
Discontinued 
operations (288,712) 

- 
(288,712) 100.00 

 
 
Investing activities 
 
Cash flows used in investing activities of continuing activities were nil for the three-
month period ended June 30, 2011, compared to cash flows used in investing activities 
for the three-month period ended June 30, 2010 in the amount of $5,553.  
 
Cash flows used in investing activities of discontinued activities were $31,248 for the 
three-month period ended June 30, 2011 (2010 – Nil). 
 
 
Financing activities 
 
Cash flows used in financing activities of continuing activities were $84,738 for the 
three-month period ended June 30, 2011, compared to cash flows used of $331,015 for 
the three-month period ended June 30, 2010. This decrease of $246,277 (74.40%) used in 
financing activities is mainly explained by discontinued operations being accounted for 
separately. 
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Cash flows generated in financing activities of discontinued activities were $1,079,774 
for the three-month period ended June 30, 2011 (2010 –Nil). 
 
 
BALANCE SHEET 
 
The total assets of the Company amounted to $7,710,312 as at June 30, 2011, compared 
to $6,603,527 as at March 31, 2011, representing an increase of $1,106,785 (16.76%). 
This increase is mainly explained by the increase in cash in circulation in automated teller 
machines of $30,480 (3.03%), in assets held for sale of $5,035,814 and in deferred 
income tax of $54,256 (28.65%), offset by a decrease trade receivable of $1,705,200 
(94.37%), in trade receivable from related parties of $2,059 (29.98%), in inventories of 
$1,009,823 (100.00%), in prepaid expenses of $1,207 (2.58%) and in property and 
equipment of $1,295,476 (51.08%). 
 
The Company’s current liabilities decreased by $4,641,876 (61.08%) as at June 30, 2011 
to $2,957,434, compared to $7,599,310 as at March 31, 2011. The decrease in current 
liabilities is mainly explained by the decrease in bank indebtedness of $526,238 
(86.78%), in bank loans of $14,080 (0.87%), in trade payable and accrued liabilities of 
$3,623,386 (88.44%), in loans payable of $175,000 (100.00%) and  in current portion of 
long-term debt of $323,668 (31.24%), offset by an increase trade payable to related 
parties of $15,496 (136.22%) and in provisions of $5,000 (16.67%).  
 
Long-term liabilities decreased to $213,715 as at June 30, 2011, compared to $1,165,283 
as at March 31, 2011. The decrease of $951,568 (81.66%) in long-term liabilities is 
explained by a decrease in long-term debt of $981,661 (100.00%), offset by an increase 
in deferred income tax of $30,093 (16.39%). 
 
Liabilities held for sale increased by $6,581,638 (2010 – Nil). The discontinued 
operations of Car-Tel account for liabilities held for sale.  
 
Continued activities long-term debt decreased to $712,541 as at June 30, 2011, compared 
to $2,017,870 as at March 31, 2011. The decrease of $1,305,329 (64.69%) in long-term 
debt is mainly explained by the decrease in obligations under capital leases of $30,690 
(5.35%), in bank loans of $5,705 (6.38%), in a loan from majority shareholder and Chief 
Executive Officer Georges Durst of $34,263 (58.60%), in loans to companies under 
common control of $99,271 (11.79%), in loan to a company under the control of a former 
director of $66,679 (16.99%) and in net loans in discontinued operations of $1,068,720.  
 
 
Equity attributable to Shareholders’ 
 
Equity attributable to shareholders’ increased to ($3,312,475) as at June 30, 2011, from 
($3,431,066) as at March 31, 2011, a year over year increase of $118,591 (3.46%). 
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Issued and outstanding share capital 
 
As of October 5, 2011, the Company has a weighted average of 18,461,300 issued and 
outstanding voting participating common shares. In accordance with the Normal Course 
Issuer Bid, the Company has cancelled 187,000 issued and outstanding shares in its share 
capital.  
 
Furthermore, the Company had previously granted stock options under the Company’s 
share compensation plan to the Company’s officers, directors and employees. The 
number of exercisable stock options outstanding as of October 5, 2011 is 90,000, at a 
weighted average exercise price of $0.27.  
 
The Company has two series of preferred shares and is authorized to issue an 
unlimited number of these shares. 
 
As of October 5, the Company has not issued any preferred shares. 
 
 
RELATED PARTY TRANSACTIONS 

The Company has entered into the following transactions with related parties: 

Company under common control 
 
Until August 1, 2008, the Company leased POS machines from Saratoga Leasing Inc., a 
company owned by the Company’s principal shareholder and Chief Executive Officer 
Georges Durst (leasing contracts were terminated as of July 31, 2008). As at June 30, 
2011, the Company had loans payable to Saratoga Leasing Inc. in connection with the 
purchase from Saratoga Leasing Inc. of 1,271 POS machines. These loans generated 
accounts payable and accrued liabilities of $5,073 (2010 - $7,572) and an interest 
expense and financing fee of $16,097 for the three-month period ended June 30, 2011 
(2010 - $22,715).  
 

Companies with common directors 
 
The Company leases office space to Saratoga Multi-Média Inc., a company related to the 
Company’s principal shareholder and Chief Executive Officer Georges Durst, pursuant to 
a ten year lease. During the three-month period ended June 30, 2011, the Company 
realized rental income of $2,444 (2010 - $2,444) from such lease, and, as at June 30, 
2011, the Company had a related account receivable of $1,856 (2010 - $919). 
 
The Company leases office space to Maison du Jazz Inc., a company related to the 
Company’s principal shareholder and Chief Executive Officer Georges Durst, pursuant to 
a ten year lease. During the three-month period ended June 30, 2011, the Company 
realized rental income of $2,324 (2010 - $2,324) from this lease, and, as at June 30, 2011, 
the Company had a related account receivable of $2,954 (2010 - $3,717). 
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As at June 30, 2011, the Company had loans payable to Saratoga Multi-Média Inc., a 
company related to the Company’s principal shareholder and Chief Executive Officer 
Georges Durst, resulting in accounts payable and accrued liabilities in the amount of 
$4,049 (2010 – $4,461), and an interest expense of $12,561 for the three-month period 
ended June 30, 2011 (2010 - $13,838). 
 
Until December 19, 2007, the Company leased office space from Saratoga Multi-Média 
Inc., a company related to the Company’s principal shareholder and Chief Executive 
Officer Georges Durst, generating accounts payable and accrued liabilities of nil as at 
June 30, 2011 (2010 - $1,856). 

 

Directors 
 
The Company received  professional services from the law firm of Seal Seidman 
S.E.N.C., a firm of which Donald Seal, a director of the Company, is a partner, resulting 
in accounts payable and accrued liabilities in the amount of $17,750 (2010 – Nil), and 
professional fees in the amount of $11,400 (2010 – $11,400) for the three-month period 
ended June 30, 2011.  
 
The Company had loans payable to Don Seal, a director of the Company, as at June 30, 
2011 and 2010 of nil, resulting in an interest expense for the three-month period ended 
June 30, 2011 of nil (2010 - $1,500). 
 
The Company paid professional fees to 91040097 Québec Inc., a firm of which Martin 
Fontaine, a director of the Company, is an owner, in the amount of nil for the three-
month period ended June, 2011 (2010 – $9,000). 
 
 
Compensation costs to key management personnel 
 
During the three-month period ended June, 2011, the Company paid director’s fees in the 
amount of nil (2010 – $1,500). 
 
During the three-month period ended June, 2011, the Company paid key management 
compensation in the amount of $56,047 (2010 – $27,755). 
 
 
OUTLOOK 
 
The Company is engaged in two transactions that will change the Company’s outlook. 
On July 29, 2011, the Company announced a proposed management buyout of its 
wholly-owned subsidiary Car-Tel. The Company’s Special Committee has engaged 
into negotiations in view of the sale of the long-lived assets of its ATM business 
segment network. The future positive cash flow generated by these sales, if completed, 
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will require further Board of Directors decisions for the future outcome of the 
Company.  
 
 
Off Balance Sheet Arrangements 
 
To the best of management’s knowledge, there are no off-balance sheet arrangements that 
have, or are reasonably likely to have, a current or future effect on the results of 
operations or financial condition of the Company. 
 
 
Change in Accounting Policies 
 
Transition to IFRS  
 
The Company has adopted IFRS for its first quarter 2012 unaudited condensed 
consolidated interim financial statements. These financial statements, including 2011 
comparative figures, are prepared in accordance with IFRS and IAS 34, Interim Financial 
Reporting. During the first quarter of 2012 year-end, management finalized its IFRS 
accounting policy choices. These accounting policies are consistent with those disclosed 
in the 2011 Annual Report and have been approved by the Company’s Audit Committee. 
In addition, the Company has finalized its unaudited opening condensed consolidated 
financial position as well as the unaudited condensed financial statements for each of the 
2011 quarters based on these accounting policies. 
 
The Company has also completed changes to its internal controls over financial reporting 
and disclosure controls and procedures for IFRS, which included enhancement of existing 
controls and design and implementation of new controls, where needed. No material 
change in internal controls over financial reporting or disclosure controls and procedures 
resulted from the adoption and implementation of IFRS. 
 
The Company’s condensed consolidated financial statements were previously prepared in 
accordance with Canadian GAAP. Canadian GAAP differs from IFRS in certain respects. 
When preparing these IFRS financial statements, management made changes to certain 
recognition, measurement and consolidation methods that it previously applied to prepare 
its financial statements according to Canadian GAAP. Note 19 to the condensed 
consolidated financial statements for the first quarter of 2012 year-end includes a 
reconciliation of each of the statement of financial position items as at April 1, 2010, as at 
June 30, 2010 and as at March 31, 2011, and of net income and comprehensive income 
for the three-month period ended June 30, 2011, as well as the fiscal year ended March 
31, 2011, as well as a description of the impact of the changeover from Canadian GAAP 
to IFRS on these items. 
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Consolidated Reconciliation from Canadian GAAP to IFRS 
  
Reconciliation of equity 

 
Equity at the date of transition and at June 30, 2010 and March 31, 2011 can be 
reconciled to the amounts reported under pre-changeover accounting standards as 
follows: 
 

Note 

April 1, 
2010 

$ 

June 30, 
2010 

$ 

March 31, 
2011 

$ 
Equity under Canadian GAAP  (1,573,429) (1,505,897) (3,431,066) 
Transitional adjustments:     
Non-controlling interest  1,382,500 1,345,000 1,270,000 
Total equity under IFRS  (190,929) (160,897) (2,161,066) 
 
Future Accounting Standards 
 
The improvements to IFRS 2010 are the result of the International Accounting Standards 
Board’s (“IASB”) annual improvement project. This project has involved the IASB 
accumulating, throughout 2010, those improvements believed to be non-urgent, but 
necessary, and processing the amendments collectively. Effective dates, early adoption 
and transitional provisions are dealt with on a standard-by-standard basis with the 
majority of the amendments effective for the periods beginning on or after January 1, 
2011, with early adoption permitted. The Company has adopted and reflected applicable 
amendments in its condensed consolidated financial statements. 
 
The following new standards have been issued but are not yet applicable to the Company: 

 
(i) IFRS 9 Financial Instruments: 

 
Effective for annual periods beginning on or after January 1, 2013 (extended 
tentatively to January 1, 2015), with earlier adoption permitted. 

 
As part of the project to replace IAS 39, Financial Instruments: Recognition and 
Measurement, this standard retains but simplifies the mixed measurement model 
and establishes two primary measurement categories for financial assets. More 
specifically, the standard: 

 
- Deals with classification and measurement of financial assets; 
- Establishes two primary measurement categories for financial 

assets: amortized cost and fair value; 
- Prescribes that classification depends on the entity’s business 
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model and the contractual cash flow characteristics of the 
financial asset; 

- Eliminates the existing categories: held to maturity, available for 
sale, and loans and receivables. 
 

   Certain changes were also made regarding the fair option for financial liabilities and 
accounting for certain derivatives linked to unquoted equity instruments. 

 
   The extent of the impact of adoption of this new standard has not been determined. 

 
 

(ii)  IFRS 10 Consolidated Financial Statements: 
 
In May 2011, the IASB issued IFRS 10 Consolidated Financial 
Statements, which is effective for annual periods beginning on or 
after January 1, 2013, with early adoption permitted. If an entity 
applies this standard earlier, it shall also apply IFRS 11, IFRS 12, Ias 
27 (2011) and IAS 28 (2011) at the same time. 
 
IFRS 10 replaces the guidance in IAS 27 Consolidated and Separate 
Financial Statements and SIC-12 Consolidation – Special Purpose 
Entities. IAS 27 (2008) survives as IAS 27 (2011) Separate 
Financial Statements, only to carry forward the existing accounting 
requirements for separate requirements for separate financial 
statements. 
 
IFRS 10 provides a single model to be applied in the control analysis 
for all investees, including entities that currently are SPE’s in the 
scope of SIC-12. In addition, the consolidation procedures are 
carried forward substantially unmodified from IAS 27 (2008). 
 

The Company intends to adopt IFRS 10 in its financial statements for the annual 
period beginning January 1, 2013. The Company does not expect IFRS 10 to have 
a material impact on its financial statements. 

 
(iii)  IFRS 12 Disclosure of Interest in Other Entities: 
 
In May 2011, the IASB issued IFRS 12 Disclosure of Interest in 
Other Entities, which is effective for annual periods beginning on or 
after January 1, 2013, with early adoption permitted. If an entity 
applies this standard earlier, it need not apply IFRS 10, IFRS 11, IAS 
27 (2011) and IAS 28 (2011) at the same time. 
 
IFRS 12 contains the disclosure requirements for entities that have 
interest in subsidiaries, joint arrangements (i.e. joint operations or 
joint ventures), associates and/or unconsolidated structure entities. 
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The Company intends to adopt IFRS 12 in its financial statements for the annual 
period beginning on January 1, 2013. The Company does not expect the 
amendments to have a material impact on its financial statements, because of the 
nature of the Company’s interest in other entities.                 

 
 

(iv) IFRS 13 Fair Value Measurement: 
 
In May 2011, the IASB published IFRS 13 Fair Value Measurement, 
which is effective prospectively for annual periods beginning on or 
after January 1, 2013. The disclosure requirements of IFRS 13 need 
not be applied in comparative information for periods before initial 
application. 
 
IFRS 13 replaces the fair value measurement guidance contained in 
individual IFRS with a single source of fair value measurement 
guidance. It defines fair value as the price that would be received to 
sell an asset or paid to transfer a liability in an orderly transaction. 
The standard also establishes a framework for measuring fair value 
and sets out disclosure requirements for fair value measurements to 
provide information that enables financial statement users to assess 
the methods and inputs used to develop fair value measurement and, 
for recurring fair value measurements that use significant 
unobservable inputs (Level 3), the effect of the measurements on 
profit or loss or other comprehensive income. 
 
IFRS 13 explains how to measure fair value when it is required or 
permitted by other IFRS. IFRS 13 does not introduce new 
requirements to measure assets or liabilities at fair value, nor does it 
eliminate the practicability exceptions to fair value measurements 
that currently exist in certain standards. 
 

The Company intends to adopt IFRS 13 prospectively in its financial statements 
for the annual period beginning on April 1, 2013. The Company does not expect 
IFRS 13 to have a material impact on its financial statements. 

 
(v)  IAS 12 – Income Taxes:   

 
IAS 12 was amended on December 20, 2010 to remove subjectivity in 
determining on which basis an entity measures the deferred tax 
relating to an asset.  The amendment introduces a presumption that an 
entity will assess whether the carrying value of an asset will be 
recovered through the sale of the asset.  The amendment to IAS 12 is 
effective for reporting periods beginning on or after January 1, 2012.   
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The Company is currently evaluating the impact of this amendment to its financial 
statements. 

 
 
 

Use of estimates and judgement 
 
The preparation of condensed consolidated financial statements in conformity with IFRS 
requires management to make judgments, estimates and assumptions that affect the 
application of accounting policies and the reported amounts of assets, liabilities, income 
and expenses. Actual results may differ from these estimates. Estimates and underlying 
assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are 
recognized in the period in which the estimates are revised and in any future periods 
affected. 
 
Judgments made by management in the application of IFRS that have a significant effect 
on the financial statements and estimates with a significant risk of material adjustment in 
the current and following fiscal years are discussed below: 
 

• Trade receivable valuation - the recoverability of trade receivables; 
• Inventory valuation - the provision for obsolescence of inventory; 
• Estimated useful lives – the estimated useful lives of property, equipment and 

intangible assets and the related depreciation; 
• Long-term debts – the inputs used in estimating fair value; 
• Income taxes valuation – the provision for income tax recovery and the composition 

of deferred tax assets and liabilities; 
• Share-based payments – the inputs used in accounting for share-based payment 

expense; 
• Assets held for sale – the inputs used in accounting for assets held for sale; 
• Impairment – the assessment on events or changes in circumstances that indicate 

that carrying value of property and equipment, including intangible assets and 
goodwill, may not be recoverable and the inputs used in the valuation of cash-
generating units that include goodwill; and 

• Contingencies – the input used in determining the various contingencies. 
 
 
 

Financial Instruments and other Instruments 
 
Under IFRS, financial instruments are classified into one of the five categories: financial 
assets at fair value through profit or loss, held to maturity investments, loans and 
receivables, available-for-sale financial assets and other liabilities. The carrying values of 
the Company’s financial instruments are classified into the following categories: 
 
  June 30, March 31, April 1, 
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2011 2011 2010 
  $ $ $ 
     
Fair value through profit (loss) (1) (80,156) (606,394) 283,075 
Loans and receivables (2) - - - 
Other financial liabilities (3) 9,393,926 7,944,577 9,453,994 
 

(1) Includes cash and cash equivalents 
(2) Includes trade receivable, other receivables and trade receivable from directors 

and related parties. 
(3) Includes trade payable and accrued liabilities, trade payable to directors and 

related parties and short-term and long-term loans.  
 
All financial instruments carried at fair value are categorized in three categories, defined 
below: 
 
Level 1- Unadjusted quoted prices in active markets for identical assets or liabilities 
Level 2- Inputs other than quoted prices that are observable for the asset or liability either 

directly or indirectly, and 
Level 3- Inputs that are not based on observable market data 
 
As at June 30, 2011, the Company held the following financial instruments measured at 
fair value: 
 
 Level 1 Level 2 Level 3 Total 
 $ $ $ $ 
     
Cash and cash 
equivalents  957,584 - - 957,584 
 
During the three-month period ended June 30, 2011, there were no transfers between 
Level 1 and Level 2 fair value measurements, and no transfers into and out of Level 3 fair 
value measurements. No transfers between any level of the fair value hierarchy took 
place in the equivalent comparative period. There were no changes in the purpose of any 
financial asset that subsequently resulted in a different classification of that asset that 
subsequently resulted in a different classification of that asset. 
 
The Company examines the various financial risks to which its operations are exposed. 
These risks may include credit risk, liquidity risk, currency risk and interest risk. 
Management reviews these risks on a periodic basis and when material, they are reviewed 
and monitored by the Board of Directors. 
 
Fair Value 
 
The carrying values of cash and cash equivalents, trade receivables, other receivables, 
trade payables and accrued liabilities and short-term loans approximate their fair values 
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due to the short-term maturity of these instruments. Financial instruments also include 
receivables and payables from and to related parties. These balances are carried at 
exchange amount. It is impractical to determine to determine the fair value of due from 
related parties and due to related parties with sufficient reliability due to the nature of the 
financial instrument, the absence of a secondary market and the significant cost of 
obtaining external appraisals. 
 
Credit risk 
 
Financial instruments that potentially subject the Company to credit risk consist primarily 
of cash and cash equivalents held with banks as well as credit exposure on outstanding 
accounts receivable. The maximum exposure to credit risk is equal to the carrying value 
of the financial assets. 
 
The Company limits its exposure to credit loss by placing its cash and cash equivalents 
with high credit quality financial institutions. The Company manages credit risk from 
receivables by continuously monitoring the financial position of its customers and 
provides allowances for potentially uncollectible accounts receivable. The Company 
considers the existence of concentration of credit risk from receivable when an individual 
debtor is greater than 10% of the total accounts receivable balance.  As at June 30, 2011, 
96.00% of the Company’s income was derived from its prepaid products business unit, 
with approximately 28% of the revenues generated from two major customers: Sobey’s 
Inc. (13%) and Ultramar Corporation (15%). Trade receivables are considered for 
impairment on a case-by-case basis when they are past due or when objective evidence is 
received that a customer will default. As of June 30, 2011, the Company has provided 
$1,000 as the allowance for doubtful accounts (2010 $3,797). 
 
 
Liquidity risk 
 
Liquidity risk arises through an excess of financial obligations over available financial 
assets due at any point of time. The Company’s objective in managing liquidity risk is to 
maintain sufficient readily available reserves in order to meet its liquidity requirements at 
any point of time. The Company had a positive working capital of $957,584 as of June 
30, 2011. The maximum exposure to liquidity risk is equal to the carrying value of the 
financial liabilities. All financial liabilities are short-term in nature and are repayable 
within 12 months. 
 
The following are the contractual maturities of financial liabilities as at June 30, 2011: 
 
 Carrying 

amount 
Contractual 
cash flows 

3 months or 
less 

3-12 
months 1-4 years 

 $ $ $ $ $ 
      
Short-term loan 1,704,080 (1,704,080) (100,000) - (1,604,080) 
Long-term loan 1,781,261 (1,927,980) (54,010) (162,033) (1,711,937) 
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Trade payables and 
accrued liabilities 4,535,594 (4,535,594) (4,535,594) - - 
Total 8,020,935 (8,167,654) (4,689,604) (162,033) (3,316,017) 
 
Based on the current obligations, the Company will require additional funding in the 
second half of the year ended March 31, 2012 and is currently in discussions of financing 
alternatives. The Company suspended till the closing of the sale Car-Tel, all 
reimbursements of long-term loans contracted by Car-Tel. 
 
The Company's strategy for liquidity risk management was driven by external 
requirements from one of its lenders. The cash flow of the Company is supported by 
revolving operating lines of credit in the aggregate amount of $2,000,000 bearing interest 
at the Company’s bank's prime rate plus 1% per annum, of which $1,604,080 was used as 
at June 30, 2011. The line of credit is secured by a hypothec on the universality of all 
property and receivables of the Company in the amount of $1,000,000 and a personal 
guarantee for $1,000,000 from the majority shareholder of the Company. 
  
Under this line of credit, the Company must meet certain commitments and financial 
ratios. The ratios and requirements are monitored on an ongoing basis by management 
and require a subsidiary of the Company (on a standalone basis) to meet the following 
requirements: 
 

● a minimum debt coverage ratio of 1.25 to 1 
● a maximum debt to equity ratio of 1.5 to 1 
● refrain from redeeming any preferred shares without obtaining the consent of 
the lender 

 
As at June 30, 2011, the Company has not met any of these requirements. However, as 
of February 28, 2011, in order to satisfy the requirements of the lender, the Company 
ceased to redeem the non-controlling interest preferred shares in its subsidiary 
Saratoga ATM. In addition, the Company’s principal shareholder and Chief Executive 
Officer has injected $100,000 in Saratoga ATM for the purpose of reimbursing the line 
of credit owed to the lender, thereby reducing the line of credit available to the 
Company on a corresponding basis.  As of August 15, 2011 the lender has agreed to 
waiver till the Company’s annual revision of its credit facilities, this revision is due in 
the third quarter 2012.  
 
While the Company continues to seek alternative financing arrangements, it is not 
possible to predict whether these efforts will be successful. 
 
Interest rate risk 
 
The interest rate risk is the risk that the fair value of future cash flows of a financial 
instrument fluctuates because of changes in market interest rates. The Company’s 
interest risk exposure is a function of changes in the prime rate.  
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The Company is exposed to interest rate risk on its bank loans and long-term debt, 
bearing variable rates of interest. The Company has not entered into financial 
instruments to hedge against this risk. A 1% increase in the interest rate would have a 
negative net income effect of $4,200, based on amounts owed as at June 30, 2011. 
Risk factors 
 
New products and technology change risk 
 
The Company operates in a competitive marketplace; there are no guarantees that the 
Company can maintain or expand its advantages. 
 
There is a risk that another more attractive technology can become available and a new 
business model can emerge in connection with the Company’s prepaid card business 
operated through Car-Tel. In order to mitigate against this risk, the Company 
continuously seeks to improve its devices and technology. 
 
New market risk 
 
If the Company decides to pursue new business opportunities, it may require additional 
capital which may entail the issuance of shares and the sale of debt and equity securities. 
However, there can be no assurance that the Company will be able to raise the required 
capital to pursue such business opportunities.  
 
Economic conditions risk 
 
The Company’s prepaid products segment and ATM segment are each consumer product 
offerings. Although these products may be viewed as a necessity, they nevertheless 
remain items for which demand is subject to fluctuations in economic conditions. 
Consequently, a downturn in economic conditions could reduce consumer demand for the 
Company’s product offerings, and could have a material adverse effect on the Company’s 
business, revenues, financial position and operating results. 
 
Closing sale of Car-Tel risk 
 
On July 29, 2011, the Company announced that it had entered into an agreement to sell 
Car-Tel to a member of the management of Car-Tel for a purchase price of approximately 
$1.36 million, to be paid through a combination of cash and the assumption of certain 
specified liabilities. However, the closing of this transaction is subject to a number of 
conditions, including the negotiation of final documentation, and there is no guarantee 
that this transaction will be concluded. 
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CONTINGENCIES 
 
In 2006, former business associates of Car-Tel’s director instituted proceedings in the 
amount of $1.6 million against Car-Tel for damages and lost profits due to an alleged 
improper use of proprietary technology used to deliver prepaid PINs for phone products 
and business contracts. The lawsuit is still pending as at October 5, 2011 and a counter 
claim in excess of $1.0 million has been taken against the plaintiffs. In the opinion of 
management, the likelihood of success of the claim is low and the amount recoverable 
pursuant to the claim is difficult to assess; however, the Company has submitted a 
settlement offer to the former business associates and, as a result, a provision of $30,000 
has been reflected in the financial statements of the Company.  
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INFORMATION COMMUNICATION CONTROLS AND 
PROCEDURES 
 
Disclosure controls and procedures (“DC&P”) are intended to provide reasonable assurance that 
information required to be disclosed is recorded, processed, summarized and reported within the time 
periods specified by securities regulations and that information required to be disclosed is accumulated and 
communicated to management. Internal controls over financial reporting (“ICFR”) are intended to provide 
reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with Canadian IFRS. 
 
TSX Venture Exchange-listed companies are not required to provide representations in their annual and 
interim filings relating to the establishment and maintenance of DC&P and ICFR, as defined in National 
Instrument 52-109. In particular, the certifying officers do not make any representations relating to the 
establishment and maintenance of (a) controls and other procedures designed to provide reasonable 
assurance that information required to be disclosed by the issuer in its annual filings, interim filings or 
other reports filed or submitted under securities legislation is recorded, processed, summarized and reported 
within the time periods specified in securities legislation, and (b) a process to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external 
purposes in accordance with the issuer’s IFRS. 
 
The issuer’s certifying officers are responsible for ensuring that processes are in place to provide them with 
sufficient knowledge to support the representations they are making in their certificates regarding absence 
of misrepresentations and fair disclosure of financial information. Investors should be aware that inherent 
limitations on the ability of certifying officers of a TSX Venture Exchange-listed issuer to design and 
implement on a cost effective basis DC&P and ICFR as defined in National Instrument 52-109 may result 
in additional risks to the quality, reliability, transparency and timeliness of interim and annual filings and 
other reports provided under securities legislation. 
 
FORWARD-LOOKING STATEMENTS 
 
This report release contains certain forward-looking statements concerning our future operations, economic 
performance and financial condition. These statements are based on certain assumptions and analyses made 
by us in light of our experience and our perception of historical trends, current conditions and expected 
future developments, as well as other factors we believe are appropriate in the circumstances. However, 
whether actual results and developments will conform to our expectations and predictions is subject to a 
number of risks, uncertainties and assumptions. Consequently, all of the forward-looking statements in this 
report are qualified by these cautionary statements.  We undertake no obligation and do not intend to 
update or revise any forward-looking statements, whether as a result of new information, future events or 
otherwise, except as may be required under applicable law. 
 
 
 
This MD&A was prepared on October [5], 2011. Additional information about the Company is available 
under the Company’s profile on the SEDAR website. 
 
(signed) Georges A. Durst 
Chief Executive Officer 

(signed) Richard Vallée C.A., ICD.D 
Chief Financial Officer 

 
 
 
 
 


