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MANAGEMENT RESPONSIBILITY FOR FINANCIAL REPORTING

The accompanying interim condensed consolidategh@iial statements of Saratoga Electronic
Solutions Inc. were prepared by management in deome with International Financial
Standards (“IFRS”). The significant accountingligees have been set out in the notes of the
June 30, 2011 unaudited and unreviewed by the Coygaxternal auditors interim condensed
consolidated financial statements. The Companyregsired to adapt to IFRS effective April 1,
2010 due to changes mandated by the Canadianutestit Chartered Accountants that affects
all publically accountable enterprises. Managemanknowledges responsibility for the
preparation and presentation of the unaudited imtecondensed consolidated financial
statements, including responsibility for signifitatcounting judgments and estimates and the
choice of accounting policies and methods thaapmopriate to the Company’s circumstances.

Management has established processes, which ataca to provide them sufficient knowledge
to support management representations that they éxeercised reasonable diligence that (i) the
unaudited interim condensed consolidated finanstatements do not contain any untrue
statement of material fact or omit to state a nmatéact required to be stated or that is necessary
to make a statement not misleading in light of ¢theumstances under which it is made, as the
date of and for the periods presented by the mtenndensed consolidated financial statements
and (ii) the interim condensed consolidated finahstatements fairly present in all material
respects the financial condition, results of operet and cash flows of the Company, as of the
date of and for the periods presented.

The Board of Directors is responsible for reviewiagd approving the interim condensed
consolidated financial statements together witreofmancial information of the Company and
for ensuring that management fulfills its finanai@porting responsibilities. An Audit Committee
assist the Board of Directors in fulfilling thissponsibility. The Audit Committee meets with
management to review the financial reporting precasd the interim condensed consolidated
financial statements together with other finandigbrmation of the Company. The Audit
Committee reports its findings to the Board of Dioes for its consideration in approving the
interim condensed consolidated financial statemtgsther with other financial information of
the Company for issuance to the shareholders.

Management recognizes its responsibility for cotidgcthe Company’s affairs in compliance

with established financial standards, and appledéivs and regulations, and for maintaining
proper standards of conduct for its activities.

(Signed "GEORGES A. DURST" Director

(Signed _ "DONALD W. SEAL" Director




NOTICE TO READER

The accompanying interim condensed consolidateahéiial statements of the Company have
been prepared by and are the responsibility oCivapany’s management.

The Company’s independent auditor has not performedview of these interim condensed
consolidated financial statements in accordancé wiandards established by the Canadian
Institute of Chartered Accountants for a reviewimerim condensed consolidated financial
statements by an auditor.
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SARATOGA ELECTRONIC SOLUTIONS INC.

Condensed Consolidated Interim Statements of Finaied Position
(Unaudited and Unreviewed by Company’s IndependenAuditors)

As at
September 30, March 31,
Note 2011 2011
$ $
ASSETS
Current assets:
Cash in circulatio - -
Cash-in circulation in automated telli
machines 897,900 1,007,260
Trade and other receivahb 5,16 (a 63,689 1,806,93!
Trade receivables from related pat 15 8,385 6,86¢
Inventorie! - 1,009,82.
Prepaid expens 19,36: 46,85¢
989.33¢ 3,877, 74
Non-current assets
Property and equipme 7 1,230,482 2,536,41.
Deferred tax asse¢ 240,361 189,36
2,460,179 6,603,52
Assets classified as held for sale 7,9 4,050,233 -
Total asset: 6,510,412 6,603,527

See accompanying notes to the condensed consdlidédeim financial statements.

These financial statements were approved and authized for issue by
the Board of Directors on November 28, 2011:

(Signed "GEORGES A, DURST" Director

(Signed "DONALD W, SEAL" Director




SARATOGA ELECTRONIC SOLUTIONS INC.

Condensed Consolidated Interim Statements of Finama Position

(Unaudited and Unreviewed by Company’s IndependenAuditors)

As at
September 30, March 31,
Note 2011 2011
$ $
LIABILITIES
Current liabilities
Bank indebtedne 71,864 606,39:
Shor-term loan 16 () 1,476,545 1,618,16!
Trade and other payab 510,87! 4,096,78
Payables to related part 15 12,184 11,37¢
Provision: 8 35,000 30,00(
Income taxes payalt 21,061 25,38
Loans payab! - 175,00(
Currentlong-term loan 629,77! 1,036,20!
2,757,304 7,599,31i
Non-current liabilities
Long-term loan - 981,66
Deferred tax liabilitie 210,65% 183,62:
2,967,956 8,764,59.
Liabilities directly associated with assets
classified as held for sale 7,9 5,540,992 -
Total liabilities 8,508,948 8,764,593
Shareholders’ equity
Common shart 10 1,781,04. 1,787,42.
Contributed surplt 189,030 182,65(
Deficit (5,238,609) (5,401,13¢
Equity attributable to shareholders (3,268,536) (3,431,066)
Non-controlling interes 1,270,000 1,270,001
Total equity (1,998,536) (2,161,066)
Total equity and liabilities 6,510,412 6,603,527

See accompanying notes to the condensed consdlidédeim financial statements.

These financial statements were approved and authized for issue by

the Board of Directors on November 28, 2011:

(Sianed "GEORGES A, DURST" Director

(Sianed "DONALD W, SEAL" Director




SARATOGA ELECTRONIC SOLUTIONS INC.

Condensed Consolidated Interim Statements of Comphensive Income
(Unaudited and Unreviewed by Company’s IndependenAuditors)

Periods Ended

Three-months ended

Six-months ended

September 30, September 30,
2011 201( 2011 201(
$ $
Revenues 14,277 15,082,148 28,555 30,143,394
Direct costs - 14,241,034 - 28,493,621
Selling and administrative 50,453 493,202 137,682 862,024
Depreciation of property, equipment and
equipment held under capital leases 10,455 102,979 20,911 202,831
Amortization of intangible assets - 146,250 - 292,500
Strategic revision process costs 12,828 - 26,653 -
Insurance claim - - (37,155) -
Money remittance costs 3,36: 4,095 4,66: 11,821
77,098 14,987,560 152,753 29,862,797
Profit before net finance costs and
income taxes (62,821) 94,588 (124,198) 280,597
Finance expense 20,939 99,306 48,222 207,133
Income (loss) before income taxes and
profit from discontinued operations (83,760) (4,718) (172,420) 73,464
Income taxes expense (recovery):
Net income taxes 7,202 - 7,202 -
Deferred taxes 199 - (23,964) -
Income (loss) before discontinued
operations and income taxes (91,161) - (155,658) -
Profit from discontinued operations 135,102 - 318,188 -
Profit and comprehensive income for the
period 43,941 (4,718) 162,530 73,464
Earnings per share:
Basic 0.00238 (0.00026) 0.00880 0.0039¢
Diluted 0.00237 (0.00026) 0.00876 0.0039:.
Weighted average number of common
shares
Basic 18,461,300 18,472,300 18,461,300 18,472,300
Diluted 18,551,300 18,472,300 18,551,300 18,752,300

See accompanying notes to the condensed consdlidédeim financial statements.



SARATOGA ELECTRONIC SOLUTIONS INC.

Condensed Consolidated Interim Statements of Changen Equity
(Unaudited and Unreviewed by Company’s IndependenAuditors)
For the Six-Month Periods Ended September 30, 201dnd 2010

Share capital

Contributed

Number Amount

surplus

Non-
Retained  controlling
earnings interest

Total
equity

Balance at April
1, 2010

Redemption of
common shares
Redemption of

preferred shares

held by non-
controlling
interest

Net profit and
comprehensive
income

# $

18,648,300 1,811,973

(176,000) (24,400)

S

182,650

$ $

(3,568,052) 3821500

- (75,000)

73,464 -

$

(190,929)

(24,400)

(75,000)

73.464

Balance at
September 30,
2010

18,472,300 1,787,573

182,650

(3,494,588) 15807

(216,865)

Redemption of
common shares
Redemption of

preferred shares

held by non-
controlling
interest

Net profit and
comprehensive
income

(11,000) (150)

- (37,500)

(1,906,551) -

(150)

(37,500)

(1,906,551)

Balance at
March 31, 2011

18,461,300 1,787,423

182,650

(518), 1,270,000

(2,161,066)

Cancellation of
redeemed
common shares
Net profit and
comprehensive
income

- (6,380)

6,380 - -

162,530 -

162,530

Balance at June
30, 2011

18,461,300 1,781,043

189,030

(5,238,609) ,2701000

(1,998,536)

See accompanying notes to condensed consolidaearirfinancial statements.



SARATOGA ELECTRONIC SOLUTIONS INC.

Condensed Consolidated Interim Statements of CasHdws

(Unaudited and Unreviewed by Company’s IndependenAuditors)
For the Three-Month Periods Ended June 30

Three-months ended

Six-months ended

September 30, September 30,
Note 2011 201( 2011 201(C
$ $
Cash flows (used in) from
operating activities
Net income (loss) fror
continuing operations (91,161) (4,718) (155,658) 73,464
Items not involving cash:
Depreciation of property ar
equipment 7 10,455 102,979 20,911 202,831
Amortization of intangible 6
assets - 146,250 - 292,500
Deferred income taxes 199 - (23,964 -
(80,507) 244,51: (158,711) 568,795
Changes in nc-cash working
capital
Trade receivables 38,047 472,51! (218) (134,665)
Trade receivables from relat
parties (3,578) (365) (1,516) (7,144)
Inventories - (586,980) - (421,836)
Prepaid expenses 26,289 (5,492 (4,332 13,967
Trade payables and accrued
liabilities 38,120 (181,027) 13,653 (72,941)
Tradepayables and accru
liabilities related parties (15,333) (13,521) 808 (1,859)
Income taxes payable (4,323) - (4,323) -
Provisions - - 35,000 (10,000)
Cash flows (used in) froi
operating activities of
continuing operations (1,285) (70,359) (119,639) (65,683)
Cash flows (used in) froi
operating activities of 13
discontinued operations 249,241 - (39,475) -
Cash flows used in investing
activities
Acquisition of property an
equipment - (21,736) - (27,289)
Cash flows(used in) investin
activities of continuing
operations - (21,736) - (27,289)
Cash flows (used in) investir 13
activities of discontinued
operations (5,499 - (36,747) -

Cash flows (used in) financing



activities

Net change in bank loans (127,535) (26,180) (141,615) (63,160)
Net change in loans payable - (50,000) - (250,000)
Redemption of preferred shai
held by non-controlling interest - (37,500) - (75,000)
Redemption of common shares - (13,750) - (24,400)
Repayment of long-term debt (82,766) (200,537) (153,424) (202,274)
Proceeds from new lo-term
debt - - - 55,852
Cash flows (used in) froi
financing activities of
continuing operations (210,301) (227,967) (295,039) (558,982)
Cash flows (used in) froi
financing activities of
discontinued operations 13 (163,704) - 916,070 -
Net increase(decrease) in cash and
cash equivalents (131,548) (320,062) 425,170 (651,954)
Cash and cash equivale-
beginning of period 957,584 1,013,623 400,866 1,345,515
Cash and cash equivale- end
of period 826,036 693,561 826,036 693,561
Supplemental information
Interest paid in cash 155,118 194,472

Income taxes paid in cash

See accompanying notes to condensed consoliddedirfinancial statements



SARATOGA ELECTRONIC SOLUTIONS INC.

Notes to Condensed Consolidated Interim Financialt&tements
(Unaudited and Unreviewed by the Company’s Auditory
Periods Ended September 30, 2011 and 2010

1. Reporting entity

Saratoga Electronic Solutions Inc. (the “Comparng”a publicly traded corporation and
is incorporated and domiciled in Canada. Saratolgeésl and registered office is located
at 2975 Hochelaga, Montreal, Quebec, H1IW 1G1. Tdmeensed consolidated interim
financial statements of the Company as at andh®mperiod ended September 30, 2011
comprise the Company and its subsidiaries, CorjporaSaratoga ATM Inc. and
Distributions Car-Tel Inc. (together referred to tae “Group” and individually as
“Group entities™). The Group specializes in twestinct entities, namely the operation of
a network of automated teller machines ("ATM’s"yaighout eastern Canada and
wholesale distribution of prepaid cards, point-alfes activated prepaid phone PINs
(P.O.S.A.)) and prepaid debit cards. The distrdyutinetwork is comprised of
freestanding intelligent machines, P.O.S.A. terisilaad traditional merchants.

The address of the registered office is 2975 Hag®&lMontreal, QC, H1IW 1G1.

2. Going concern

The condensed consolidated financial statements baen prepared on the basis that the
Company will continue as a going concern, whichteoplates the realization of assets
and the payment of liabilities in the ordinary csiof business. Should the Company be
unable to continue as a going concern, it may lablento realize the carrying value of its
assets and to meet its liabilities as they becomee d

A number of unfavourable conditions and events hkefe some doubt as to the
appropriateness of this assumption. The Companyriied continued operating losses
resulting in its non-compliance with certain finacdebt covenants required by the
financial institution relating to the bank advancesd term loans (see Note 16). At
September 30, 2011, the lender has waived the&tivizs and, while the lender has not
called its bank advances and the term loans, ttezse loans have been classified as a
current liability in the accompanying consolidattdtement of financial position because
the lender can now demand payment. The Companyidertsed consolidated working
capital and equity are deficient.

The Company’s ability to continue as a going condsrdependent upon its ability to
restore itself to profitability and positive caslows. Management is focusing on
strategic changes in its prepaid business segmedt is closely monitoring its

discretionary expenses. In its ATM business segntka Company will need to obtain
new forms of long-term debt to replace existingddréacilities that are in breach of its
current bank covenants. The assessment of the Gyspability to execute its strategy
by funding future working capital requirements ilwes judgement.



SARATOGA ELECTRONIC SOLUTIONS INC.

Notes to Condensed Consolidated Interim Financialt&tements
(Unaudited and Unreviewed by the Company’s Auditory
Periods Ended September 30, 2011 and 2010

2.

Going concern(cont'd.

The carrying amounts of assets, liabilities, reesnand expenses presented in the
condensed consolidated financial statements andstdtements of financial position
classification have not been adjusted as would dxpuired if the going concern
assumption was not appropriate.

Basis of presentation
Statement of compliance

The condensed consolidated interim financial statémfor the period ended September
30, 2011 have been prepared in accordance withinbtienal Accounting Standard
(“IAS”) 34, Interim Financial Reporting as issued by the International Accounting
Standards Board.

These are the Company’s first time adoption conelgreonsolidated interim financial
statements for part of the period covered by th& fnternational Financial Reporting
Standards (“IFRS”) annual financial statements #f&S 1 First-time Adoption of
International Financial Reporting Standardbas been applied. The condensed
consolidated interim financial statements do netude all of the information required
for full annual financial statements. The condensemsolidated interim financial
statements should be read in conjunction with tben@any’s Canadian GAAP annual
financial statements for the year ended March 8112

Note 18 discloses the impact of transition to IFRtSthe Company’s reported financial
position, financial performance and cash flows udahg the nature and effect of
significant changes in accounting policies, fromosith used in the Company’'s
consolidated financial statements for the year @éridarch 31, 2011. The Company has
consistently applied the same accounting policiests opening IFRS statement of
financial position at April 1, 2010 and throughaalt periods presented, as if these
policies had always been in effect.

The policies applied in these condensed consotidateerim financial statements are
based on IFRS issued and outstanding as of Noveg2&e2011, the date on which the
Board of Directors approved the condensed condelidanterim financial statements.
Any subsequent changes to IFRS that are given teffedhe Company’s annual
consolidated financial statements for the year éndarch, 31, 2012 could result in a
restatement of these condensed consolidated inferancial statements, including the
transition adjustments recognized on transitionFR



SARATOGA ELECTRONIC SOLUTIONS INC.

Notes to Condensed Consolidated Interim Financialt&tements
(Unaudited and Unreviewed by the Company’s Auditory
Periods Ended September 30, 2011 and 2010

3.

Basis of presentatior{cont'd.)

Review of interim financial statements

Under National Instrument 51-102, Part 4, subsectiB(3)(a), if an auditor has not
performed a review of the interim consolidated ficial statements, the statements must
be accompanied by a notice indicating that thenfirel statements have not been
reviewed by an auditor.

The accompanying unaudited interim condensed cmladet financial statements of the
Company have been prepared by Saratoga Electrohitiéhs Inc. management.

The Company’s independent auditor has not performnedview of the accompanying
unaudited interim consolidated financial statemeints accordance with standards
established by the CICA for a review of interimdntial statements by an entity’s
auditor

Basis of measurement

These condensed consolidated interim financialestahts have been prepared on a
going concern basis, under the historical cost entign.

Functional and presentation

These condensed consolidated interim financiakestants are presented in Canadian
dollars, which is the Company’s functional currency

Use of estimates and judgements

The preparation of the condensed consolidatedinmtémancial statements in conformity
with IFRS requires management to make judgmentinaes and assumptions that
effect the application of accounting policies arite treported amounts of assets,
liabilities, income and expenses. Although thedenades are based on management’'s
best knowledge of the amount, event or action,ac¢tsults ultimately may differ from
these estimates.

Estimates and underlying assumptions are reviewedmoongoing basis. Revisions of
accounting estimates are recognized in the penaghich the estimates are revised and
in any future periods affected.



SARATOGA ELECTRONIC SOLUTIONS INC.

Notes to Condensed Consolidated Interim Financialt&tements
(Unaudited and Unreviewed by the Company’s Auditory
Periods Ended September 30, 2011 and 2010

3. Basis of presentatior(cont'd.)
The key sources of estimation uncertainty that lesgegnificant risk of causing material
adjustment to the amounts recognized in the comdensnsolidated interim financial

statements are:

* Impairment of non-financial assetde recoverability when the carrying value of
an asset or cash generating unit exceeds its nedgeeamount;

* Income taxes the provision for the income tax recovery and tbmposition of
deferred tax assets;

» Useful lives of property and equipmenthe estimated useful lives of property
and equipment and the related depreciation;

» Share-based payment transactiothe inputs used in accounting for share-based
payment expense;

4, Significant accounting policies

The condensed consolidated interim financial statémmhave been prepared following
the same accounting policies used in the condemsedolidated interim financial
statements ended June 30, 2011.

The accounting policies have been applied conglgtém all periods presented in these
condensed consolidated interim financial statememiess otherwise indicated.

The accounting policies have been applied conglgtby Group entities.

Recent accounting pronouncements

Certain new standards, interpretations, amendmants improvements to existing

standards were issued by the IASB or Internatidimaancial Reporting Interpretations

Committee (“IFRIC”) that are mandatory for accoungtperiods beginning after January
1, 2010 or later periods. The standards impactatiaie applicable to the Company are
as follows:

-10 -



SARATOGA ELECTRONIC SOLUTIONS INC.

Notes to Condensed Consolidated Interim Financialt&tements
(Unaudited and Unreviewed by the Company’s Auditory
Periods Ended September 30, 2011 and 2010

4. Significant accounting policies (cont’d)

(i

(i)

IFRS 9 Financial Instruments:

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

As part of the project to replace IAS Fnancial Instruments: Recognition
and Measurementhis standard retains but simplifies the mixedsugement
model and establishes two primary measurement aagsgfor financial

assets. More specifically, the standards:

- Deals with classification and measurement of finarassets;

- Establishes two primary measurement categoriesfif@ncial assets:
amortized cost and fair value;

- Prescribes that classification depends in entibgisiness model and the
contractual cash flow characteristics of the finahasset;

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

Certain changes were also made regarding the fatioro for financial
liabilities and accounting for certain derivativissked to unquoted equity
instruments.

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

IFRS 10 Consolidated Financial Statements:

In May 2011, the IASB issued IFRS Tbnsolidated Financial Statements
which is effective for annual periods beginning amafter January 1, 2013,
with early adoption permitted. If an entity appliess standard earlier, it shall
also apply IFRS 11, IFRS 12, IAS 27 (2011) and 265(2011) at the same
time.

IFRS 10 replaces the guidance in IAS EZbnsolidated and Separate
Financial Statementand SIC-12Consolidation — Special Purpose Entities.
IAS 27 (2008) survives as IAS 27 (209¢parate Financial Statementsly

to carry forward the existing accounting requireteerfor separate
requirements for separate financial statements.

-11 -



SARATOGA ELECTRONIC SOLUTIONS INC.

Notes to Condensed Consolidated Interim Financialt&tements
(Unaudited and Unreviewed by the Company’s Auditory
Periods Ended September 30, 2011 and 2010

4, Significant accounting policiegcont'd.)

(iii)

(iv)

IFRS 10 provides a single model to be applied exdantrol analysis for all
investees, including entities that currently ar&SRn the scope of SIC-12. In
addition, the consolidation procedures are carrfdenvard substantially
unmodified from IAS 27 (2008).

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

IFRS 12 Disclosure of interest in Other Entities;

In May 2011, the IASB issued IFRS 12isclosure of Interest in Other
Entities which is effective for annual periods beginningar after January 1,
2013, with early adoption permitted. If an entipphes this standard earlier,
it needs not to apply IFRS 10, IFRS 11, IAS 27 @0dnd IAS 28 (2011) at
the same time.

IFRS 12 contains the disclosure requirements faties that have interest in
subsidiaries, joint arrangements (i.e. joint operet or joint ventures),
associates and/or unconsolidated structure entities

The Company intends to adopt IFRS 12 in its finanstatements for the
annual period beginning on January 1, 2013. The gamy does not expect
the amendments to have a material impact on tlaadial statements, because
of the nature of the Company’s interest in othdities.

IFRS 13 Fair value Measurement:

In May 2011, the IASB published IFRS Eair Value Measuremenwhich is
effective prospectively for annual periods begignon or after January 1,
2013. The disclosure requirements of IFRS 13 need be applied in
comparative information for periods before initgplication.

IFRS 13 replaces the fair value measurement gueleoctained in individual
IFRS with a single source of fair value measurengemdance. It defines fair
value as the price that would be received to selhsset or paid to transfer a
liability in an orderly transaction. The standatdoaestablishes a framework
for measuring fair value and sets out disclosurpirements for fair value
measurements to provide information that enablenfiial statement users to
assess the methods and inputs used to develomfag measurement and, for
recurring fair value measurements that use sigmfiacunobservable inputs
(Level 3), the effect of the measurements on profit loss or other
comprehensive income.

-12 -



SARATOGA ELECTRONIC SOLUTIONS INC.

Notes to Condensed Consolidated Interim Financialt&tements
(Unaudited and Unreviewed by the Company’s Auditory
Periods Ended September 30, 2011 and 2010

4, Significant accounting policiegcont'd.)

IFRS 13 explains how to measure fair value wheas required or permitted
by other IFRS. IFRS 13 does not introduce new reguents to measure
assets or liabilities at fair value, nor does itmahate the practicability
exceptions to fair value measurements that cugremikt in certain standards.

The Company intends to adopt IFRS 13 prospectivalyits financial
statements for the annual period beginning on Apri013. The Company
does not expect IFRS 13 to have a material impathe financial statements.

IAS 12 — Income Taxes:

IAS 12 was amended on December 20, 2010 to remabgecivity in
determining on which basis an entity measures #ferced tax relating to an
asset. The amendment introduces a presumptionathantity will assess
whether the carrying value of an asset will be veced through the sale of
the asset. The amendment to IAS 12 is effective réporting periods
beginning on or after January 1, 2012. The Compsrcyrrently evaluating
the impact of this amendment to its financial stagats.

5. Trade and other receivables:

September 30, March 31,

Continuing and discontinued activities 2011 2011

$ $
Trade receivables 1,876,118 1,576,980
Sales taxes receivable 201,886 226,788
Other receivables - 3,168
Total trade receivables 2,078,004 1,806,936

September 30, March 31,

Aging analysis 2011 2011
$ $

Current 1,737,627 1,599,962
30 — 90 days 326,110 199,488
Over 90 days 14,267 8,486

2,079,004 1,807,936
Allowance for doubtful debt 1,000 1,000
Total trade receivables 2,078,004 1,806,936

-13-



SARATOGA ELECTRONIC SOLUTIONS INC.

Notes to Condensed Consolidated Interim Financialt&ements

(Unaudited and Unreviewed by the Company’s Auditory
Periods Ended September 30, 2011 and 2010

6. Intangible assets
Contractual
Customer
relationships  Licences
$ $

Cost or deemed cost: 1,680,000 64,583

Accumulated amortization 1,120,000 50,000

Balance at April 1,2010 560,000 14,583

Amortization 560,000 14,583

Balance at March 31, 2011 - -

Carrying amounts:

At April 1, 2010 560,000 14,583

At September 30, 2011 - -
7. Property and equipment

Furniture Assets
Automated  Scanners and under
teller and other computer  Rolling capital

Land Building machines equipment equipment stock leases Total

$ $ $ $ $ $ $

Cost

At April 1,

201(¢ 585,30(  834,70( 1,209,31. 1,202,12 216,07¢  18,21¢ 597,74C 4663,47!
Additions - 9,973 14,160 6,646 108,680 139,279
Disposal (3,400) - - (3,400)

At March 31,

2011 585,300 834,700 1,215,887 1,216,283 222,545 ,2198 706,420 4,799,354
Additions - 24.,41: 9,00( 6,83t 40,24¢
Disposal (14,700) - - (14,700)
Held for sale (1,212,601) (1,210,583  (213,441p5,054) (706,420) (3,368,099)

At September
30, 2011 585,300 834,700 27,699 9,104 1,456,803

Depreciation

At April 1,

2010 141,411 775,925 691,928 140,665 9,639 59,774,819,342
Depreciation
expense 41,598 89,143 173,397 19,066 2,574 120,27 446,050
Disposal - (2,457) - - - (2,452

At March 31,

2011 183,00¢ 862,61¢ 865,32! 159,73:  12,21¢ 180,04t 2,262,94

-14 -



SARATOGA ELECTRONIC SOLUTIONS INC.

Notes to Condensed Consolidated Interim Financialt&tements
(Unaudited and Unreviewed by the Company’s Auditory
Periods Ended September 30, 2011 and 2010

Depreciation

expense - 19,551 - - 1,360 - - 20,911
Disposal - - (55) (9,768 - - - (9,823
Held for sale - - (845,781) (855,5557) (154,110) ,713) (180,046) (2,047,707)
At September
30, 2011 - 202,560 16,780 - 6,981 - - 226,321
Net book
value
At March 31,
2011 585,300 651,691 353,271 350,958 62,814 6,00626,334 2,536,414
At September
30, 2011 585,300 632,140 10,919 - 2,123 - - 1,230,482

8. Provisions

Provision for lawsuit $
Balance April 1, June 30 and March 31, 2011 30,000
Held for sale liability included in discontinuedeyptions (30,000)
Balance at September 30, 2011 -
35,000
Provision for water incident in 2975 Hochelaga buding
Balance March 31, 2011 -
Addition 35,000
Balance September 30, 2011 35,000

The provision recognized at April 1 2010, relategth amount of $30,000 that relates to
a lawsuit initiated by former associates of Carddirector. Management, on the advice
of counsel, does not expect the outcome of thedawsdll give rise to any significant
loss beyond the amounts recognized at June 30, J0iELlawsuit is still pending as at
November 28, 2011 and a counter claim has been tanst the plaintiffs.

The provision recognized at June 30, 2011, relates1 amount of $35,000 for repairs to
2975 Hochelaga building, in the aftermath of arggiime water incident.
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9.

Discontinued operations

On July 29, 2011, the Company engaged in an agrgeitseintention to sell its wholly
owned subsidiary Distribution Car-Tel Inc. Car-Teds sold subject to shareholder and
regulatory approvals with the effect from July 2811. The subsidiary disposed of was
reported in the financial statements for the pereydied September 30, 2011 as a
discontinued operation.

On June 30, 2011, the Company classified as helgd® its ATM business segment
long-lived assets. The Company’s Special Commiti@e engaged in to negotiations in
view of the sale of ATM business segment networlosidg of the transaction is

contemplated within six months. The ATM networko® disposed of was reported in the
financial statements for the period ended Septe@Be?011 as a discontinued operation.

For the six-months ending September 30
September September September September 30,

30, 2011 30, 2011 30, 2011 2010
Car-Tel ATM Total Total
$ $ $ $
Revenues 22,580,207 2,152,229 24,732,436 -
Direct costs 21,867,027 1,799,040 23,666,067 -
Selling and administrative 521,284 109,330 630,614 -
Loss (gain) on disposition of
property and equipment 4,902 (1,114) 3,788 -
Profit before net finance
income 186,994 244,973 431,967 -
Net finance expenses 44,792 68,987 113,779 -
Income (loss) of
discontinued operations
before income taxes 142,202 175,986 318,188 -
Income taxes expense
(recovery)
Net income taxes - - - -
Deferred income taxes - - - -
Net profit and
comprehensive income for
the period 142,202 175,986 318,188 -
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9. Discontinued operationgcont'd.)

For the three-months ending September
September September September September 30,

30, 2011 30, 2011 30, 2011 2010
Car-Tel ATM Total Total
$ $ $ $
Revenues 11,226,360 1,119,342 12,345,702 -
Direct costs 10,885,188 936,625 11,821,813 -
Selling and administrative 263,475 64,169 327,644 -
Loss (gain) on disposition of
property and equipment 4,902 (1,114) 3,788 -
Profit before net finance
income 72,795 119,662 192,457 -
Net finance expenses 21,319 36,036 78,294 -
Income (loss) of
discontinued operations
before income taxes 51,476 83,626 114,163 -
Income taxes expense
(recovery)
Net income taxes - - - -
Deferred income taxes - - - -
Net profit and
comprehensive income for
the period 51,476 83,626 114,163 -
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0.

10.

Discontinued operationgcont'd.)

Assets held for sale related to discontinued ofmersit

September September September
30, 2011 30, 2011 30, 2011
Car-Tel ATM Total
$ $ $
Trade receivables 2,014,315 - 2,014,315
Inventories 683,881 - 683,881
Prepaid expenses 34,057 - 34,057
Equipment 394,688 923,292 1,317,980
Assets held for sale 3,126,941 923,292 4,050,233
September September September
30, 2011 30, 2011 30, 2011
Car-Tel ATM Total
$ $ $
Bank indebtedness 1,213,643 - 1,213,643
Trade payable and accrued liabilities 3,185,250 - 3,185,250
Provisions 30,000 - 30,000
Loans payable 100,000 - 100,000
Long-term debt 1,012,099 - 1,012,099
Liabilities held for sale 5,540,992 - 5,540,992

Share capital

Share capital authorized:

An unlimited number of the following classes of sf®m

Common, voting participating shares

Series | preferred shares issuable in series, wong; 6% non-cumulative dividend,
redeemable at the option of the Company, convertibto common shares at the
option of the holder at a conversion price equaltite volume weighted average
trading price of the common shares during the tlags preceding the date of notice

of conversion is given.
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10.

(1)

11.

Share capital(cont'd.)

Series |l preferred shares issuable in series,wodimg, 8% non-cumulative dividend,

redeemable at the option of the Company, convertibto common shares at the
option of the holder at a conversion price equaltite volume weighted average
trading price of the common shares during the tiags preceding the date of notice
of conversion is given.

Number Amount
# $

Common shares

BALANCE, APRIL 1, 2010 18,648,300 1,811,973

Treasury sharé8 (187,000) (24,550)

BALANCE, MARCH 31, 2011 18,461,300 1,787,423

Cancelled treasury shares - 6,380

BALANCE, September 30, 2011 18,461,300 1,781,043
Treasury shares

BALANCE, MARCH 31, 2010 - -

Shares purchased for cancellation 187,000 24,550

Cancelled shares 187,000 (24,550)

BALANCE, September 30, 2011 - -

MThese common shares were then cancelled on Ma3021,

There are no preferred shares issued and outstpadiat September 30, 2011 and 2010.

Share-based payments

The Company has adopted share-based payment piales which members of the
Board of Directors may award options for ordinadyar®s to directors, officers,
employees and consultants. The maximum number aeshissuable under the plan is
855,000. The exercise price of each option is detexd by the Board of Directors and
cannot be less than the discounted market valdleeobrdinary shares at the time of the
grant, and the term of the options cannot exceeslyfears and unexercised options are
cancelled after termination of employment or dioeship. The option’s exercise price
and vesting period is established by the Board iédiors, the options granted vest
according to a graded schedule of 33.3% every sixths commencing on the grant date.
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11. Share-based payment&ont'd.)
All share-based payments will be settled in equitipe Company has no legal or
constructive obligation to repurchase or settleonst
There were no options granted in 2011 or 2010.

Total stock option compensation costs for the soath period ended September 30,
2011 relating to options granted in prior yearsoamted to NIL (2010 - NIL).

The Company’s share options are as follows for¢perting periods presented:

September 30, 2011 September 30, 2010
Weighted Weighted
Average Average
Number of Exercise Number of  Exercise
Options Price Options Price
# $ # $
Balance - beginning of
period 280,000 0.26 280,000 0.26
Granted - - - -
Expired 190,000 0.26 - -
Balance - end of period 90,000 0.27 280,000 0.26

The table below summarizes the information reldtedhare options as at September 30,
2011:

Outstanding options Exercisable options
Weighted Weighted
Average Average
# of Exercise Exercise
Options Price Expiry # of Price
$ Date options $
90,000 0.27 12-2012 90,000 0.27
90,000 90,000

The fair value of the granted options was deterthinsing the Black-Scholes option
pricing model.
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12. Loss per share

The calculation of basic loss per share is basethemoss for the period divided by the
weighted average number of shares in circulatiomnduthe period. In calculating the
diluted loss per share, potential ordinary sharesh sas share options have not been
included as they would have the effect of decreptiie loss per share. Decreasing the
loss per share would be antidilutive. Details cdrehoptions issued that could potentially
dilute earnings per share in the future are gimeNote 10.

Both the basic and diluted per share have beemletdd using the profit (loss) as the
numerator, i.e. no adjustment to the profit (losgre necessary for the periods ended
September 30, 2011 and September 30, 2010 resglgctiv

Three-month period ende  Six-month period ende
September September September September
30,2011 30,2010 30,2011 30, 2010

Profit (loss) for the period $43,941 $(4,718 $162,53( $ 73,464
Earnings per share:

Basic profit per share $ 0.00238 (0.0002()  $0.0088  $0.00398
Diluted profit per share $ 0.0023% (0.0002() $0.00871  $ 0.00392

Weighted average number of

shares in circulation:

Basic 18,461,300 18,472,30 18,461,30 18,472,300
Diluted 18,551,300 18,472,30 18,551,30 18,752,300
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13. Supplemental cash flow information

Three-month Six-month
period period
September 30, September 30,
2011 2011
$ $
Net income frorrdiscontinued operatio 135,10: 318,188
Items not involving cas
Loss on disposal of property and equipr 3,78¢ 3,78¢
Changes in non-cash working capital
Trade receivables 641,64¢ (270,850)
Inventories 336,82! 325,942
Prepaid expenses 8,81¢ (2,229)
Trade payables and accrued liabilities (876,943 (414,314)
Cash flows (used in) from operating activities of
discontinued operations 249,241 (39,475)
Cash flows (used in) in investing activities
Acquisition of property and equipment (9,000 40,248)
Loss (gain) on disposal of property and equipi 3,501 3,501
Cash flows (used in) in investing activities of
discontinued operations (5,499) (36,747)
Cash flows used in financing activities
Bank indebtedness (107,082 1,213,643
Loans payable - (75,000)
Long-term debt (56,622 (222,573)
Cash flows (used in) from operating activities of
discontinued operations (163,704) 916,070
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14. Segmented information

The accounting policies used to prepare the infaomaby business segment are the
same as those used to prepare the condensed datsdlifinancial statements of the
Company as described in Note 3.

The Company’s significant business segments include

e ATM network segment: Engagement ATM transactions which include a fee
or percentage base costs per transaction and @& fixe
base surcharge per transaction for money passing
though the ATM network.

e Prepaid distribution segment: Engaged in prepaid phone cards, phone PINs, long
distance cards and gift cards.
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14. Segmented information(cont'd.)

All of the Company’s reportable segments are cotatlisolely in Canada. Information
by reportable segment for the six-month periodsedn8eptember 30, 2011 and 2010 is

as follows:
Continuing  Septembe 30,
Discontinued Operation Operation 2011
Corporate Condense:
ATM Prepaid ltems and Consolidated
Machines Products Eliminations Totals
$ $ $ $
Revenues 2,152,229 22,580,207 28,555 24,760,991
Direct costs 1,799,040 21,867,027 - 23,666,067
Selling and administrative 109,330 521,284 137,682 768,296
Depreciation of property and
equipment - - 20,911 20,911
Amortization of intangible
assets - - - -
Money remittance costs - - 4,662 4,662
Strategic review process costs - - 26,653 26,653
Insurance claim - - (37,155) (37,155)
Loss (gain) on disposition of
property and equipment (1,114) 4,902 - 3,788
1,907,256 22,393,213 152,753 24,453,222
Profit (loss) before finance
costs 244,973 186,994 (124,198) 307,769
Net finance expenses 68,987 44,792 48,222 162,001
Income (loss) of continuing
activities - - (172,420) (172,420)
Net profit from assets held for
salel 175,986 142,202 - 318,188
Net profit before income taxes 175,986 142,202 472Q) 145,768
Additions to property,
equipment and assets under
capital leases 24,412 15,836 - 40,248
Goodwill - - - -
Total assets of continued
operations - - 2,460,178 2,460,178
Total assets held for sale 923,293 3,126,941 - 4233

(1) No amortizations expenses were accounted for iprmodt from assets held for sale.
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14.

15.

Segmented informationcont'd.)

Continuing Operatior Septembe 30,
2010
Corporate Condense
ATM ltems and Consolidated
Machines Prepaid ProductsEliminations Totals
$ $ $ $
Revenue 2,121,74. 27,993,09 28,55¢ 30,143,39
Direct cost 1,723,54. 26,770,07 - 28,493,62
Selling and administrati 88,46¢ 588,13( 185,42¢ 862,02:
Depreciatiorof property
and equipment 102,971 77,748 22,112 202,831
Amortization of
intangible assets - 292,500 - 292,500
Money remittance cos - - 11,82: 11,82:
1,914,98 27,728,45 219,36: 29,862,79

Profit  (loss) befort
finance costs 206,760 264,643 (190,806) 280,597

Net financeexpense 77,96¢ 67,91¢ 61,24¢ 207,13

Income (lossbefore
income taxes 128,792 196,724 (252,052) 73,464

Additions to property
equipment and assets

under capital leases 21,800 (64) - 21,736
Goodwill - 888,63t - 888,63t
Total asset 2,276,80¢ 4,863,56. 2,188,08: 9,328,44!

Related party transactions

Balances and transactions between Saratoga Elec8ohutions Inc. and its subsidiaries,
which are related parties of Saratoga Electronicit®ms Inc., have been eliminated on
consolidation and are not disclosed in this notetalls of transactions between the
Group and other related parties are disclosed below
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15. Related party transactiongcont'd.)

Country of Percentage of interest
incorporation

September 30, March 31,

2011 2011
Saratoga ATM Corporation Inc. Canada 100 % 100 %
Distribution Car-Tel Inc. Canada 100 % 100 %

The Company’s related parties include private corgs controlled by directors as
described below.

September 30, September 30,

2011 2010
$ $

Trade receivables - related parties:
Companies with common director 8,385 8,667
Total trade receivables — related parties 8,385 8,667
Trade payables - related parties:
Company under common control 4,235 6,317
Companies with common director 4,774 7,572
Director 3,175 -
Total trade payables — related parties 12,184 13,889
Revenues:
Rental income companies under common control 9,532 9,534
Total revenues 9,532 9,534
Selling and administrative — related parties:
Professional fees 22,800 40,800
Total Selling and administrative — related parties 22,800 40,800
Net finance expenses — related parties:
Company under common control 30,419 45,430
Companies with common director 24,286 26,766
Director - 1,500
Total finance expenses — related parties 54,695 73,666
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15. Related party transactiongcont'd.)

The Company has identified its directors and certdficers as its key management
personnel. The compensation costs for key managepeesonal for the periods ended
September 30, 2011 and 2010 are as follows:

Three-month perioc Six-month perio
2011 201( 2011 2010
$ $
Salaries and benefits key
management personal 38,779 34,935 83,288 62,690
Directors 6,500 8,00( 8,00( 8,000

16. Financial instruments risks

The Company is exposed to various risks in relatofinancial instruments. The main

types of risks are credit risk, liquidity risk amaterest rate risk. The Company’s risk
management is coordinated in close cooperation twélBoard of Directors, and focuses
on actively securing the Company’s short-to medterm cash flows by minimizing the

exposure to financial markets. The Company doesaately engage in the trading of
financial speculative purposes. The most signifi¢exancial risks to which the Company
is exposed are described below. The Company issexpto market risk through its use
of financial instruments and specifically to intgreisk and certain other risks, which
result from both its operating and investing atiéa. No changes were made in the
objectives, policies and processes during the tegpperiods.

The carrying value of cash and cash equivalentgivables, trade payables and accrued
liabilities are considered to be reasonable appma&on of fair value because of the
short-term maturity of these instruments

Financial instruments measured at fair value

The following presents financial assets and liib8i measured at fair value in the
condensed consolidated statements of financiatipnsn accordance with the fair value
hierarchy. This hierarchy groups assets and liasliinto three levels based on the
significance of inputs used in measuring the faatue of the financial assets and
liabilities. The fair value hierarchy has the foling levels:

* Level 1. quoted prices (unadjusted) in active mirkior individual assets or
liabilities;
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16. Financial instruments risk(cont'd.)

Level 2: inputs other than quoted prices includeithiw Level 1 that are
observable for the asset or liability, either dile@.e. as prices) or indirectly (i.e.
derived from prices); and

Level 3: inputs for the assets or liabilities theg not based on observable market
data (unobservable inputs).

The level within which the financial assets or iidies is determined based on the lowest
level of significant input to the fair value measuonent.

(@)

Credit risk

Credit risk is the risk of an unexpected loss i€ustomer or counterparty to a
financial instrument fails to meet its contractoaligations, and arises primarily
from the Company's trade receivable. The Compaay aiso have credit risk

relating to cash and cash equivalents. The cagrgmount of financial assets, as
disclosed above, represents the Company's maximposare.

The Company mitigates customer related credit tislough diversification of

revenue sources resulting from an enlargement ofclient base, ensuring a
considerable portion of the Company's revenue meshfrom national retail

operators, and conducting credit assessmentsifoeal merchants.

The Company’s exposure to credit risk with its oasers is influenced mainly
by the individual characteristics of each customdhe Company reviews the
individual characteristics of each customer's drdustory before extending
credit and monitors extensions of credit by regukuiews of customers’ credit
performance. Revenues are with payment terms direnw80 days on the day
invoiced. An allowance for doubtful accounts isaddished based upon factors
surrounding the credit risk of specific customehmsstorical trends and other
information. The Company has not experienced &mant credit losses in the
past.

The Company is exposed to concentration of cresktas at September 30, 2011
as approximately 91% (2010 — 93%) of the Compamngienue is derived from
its prepaid products business unit. Its abilitycomtinue as a viable operation is
dependent upon 2 major customers, which accourggproximately 28% (2010
— 28%) of the segment’s revenues and 30% (2010 %) 28 the segment’s
accounts receivables. The maximum credit risk expodor trade receivable
corresponds to the carrying value.
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16. Financial instruments risk(cont'd.)

(b)

Trade
For the six-month period ended Revenues Receivable
September 30, 2011 2010 2011 2010
% % % %
Concentration of main customers
of the prepaid segment:
Sobey’s Inc. 13 12 17 16
Ultramar Corporation 15 16 13 12
28 28 30 28

The prepaid products business unit acquires itentories from two major
suppliers, which account for approximately 60%le segment’s direct costs.

Liquidity risk

Liquidity risk is the risk that the Company will hbe able to meet its financial
obligations as they become due. The Company mankgedity risk through
the management of its capital structure and firgneverage. It also manages
liquidity risk by continuously monitoring actual émprojected cash flows. The
Board of Directors reviews and approves the Comjsaaperating and capital
budgets, as well as any material transactions duthe ordinary course of
business, including proposals on acquisitions dreotmajor investments or
divestitures.

As at September 30, 2011, the Company's finan@aillities include accounts
payable and accrued liabilities, current portionladns payable and long-term
debt, whereby their contractual maturities are thas one year.

The Company's primary objectives when managingtabps to ensure the entity
continues as a going concern as well as to maintptimal returns to
shareholders and benefits for other stakeholddre. Jompany capital items are
cash and cash equivalents, bank loans, currentopodf long-term debt, and
common shares.

The Company sets the amount of capital in proportio risk. The Company
manages its capital structure and makes adjustnteritsin light of changes in
economic conditions and the risk characteristicah& underlying assets. In
order to maintain or adjust the capital structures Company may adjust the
amount of dividends paid to shareholders, issue steaves or debt, or sell assets
to reduce debt or fund acquisition or developmetit/dies.
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16. Financial instruments risk(cont'd.)

(c)

The Company's strategy for capital risk managemgnsubject to externally
imposed capital requirements from one of its leader The ratios and

requirements are monitored on an ongoing basis dgagement and require a
subsidiary of the Company (on a standalone basismeet the following

requirements:

e a minimum debt coverage ratio of 1.25to0 1
e a maximum debt to equity ratio of 1.5 tol
e not to redeem any preferred shares without obtgithie consent of the lender

As at September 30, 2011, the Company has not mgt ad these ratio
requirements. However, as of February 28, 2011,oider to satisfy the
requirements of the lender, the Company cease@deem the non-controlling
interest preferred shares in its subsidiary SaeatddM. In addition, the

Company’s principal shareholder and Chief Execut®#icer has agreed to
injected $100,000 in Saratoga ATM for the purpo$eedmbursing the line of
credit owed to the lender, thereby reducing the lai credit available to the
Company on a corresponding basis. The lender hasedgto waiver till

September 30, 2011 and/or completed annual accoawnsion. The annual
account revision is in progress and should be cetaglin the third quarter 2012.
The annual account revision includes a new debicgtre that would be more
suitable to the Company’s operations.

Moreover, there is no guarantee that the amouritaél@ under the line of credit
will be sufficient to support the future workingpital needs of the Company, or
that the Company would be able, if required, tongaicess to additional working
capital.

The Company has also created a new class of pedfelrares as described in Note
10. The primary purpose of creating these preflersbares is to provide
management with greater flexibility respecting mied future financings and other
corporate transactions.

Foreign currency risk

All of the Company's cash flows and financial assand liabilities are
denominated in Canadian dollars, which is the Camijsa functional and
reporting currency.
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16.

17.

Financial instruments risk (cont'd.)

(d)

(e)

Interest rate risk

The Company is exposed to interest rate risk axast fluctuations could have
an impact on the investment income generated byCitrapany on its cash and
cash equivalents, which, when interest bearingr bearest at fixed rates. The
Company has established guidelines whereby thectbgs are to preserve
capital, to keep the investment portfolio liquiddatio achieve reasonable returns.

The Company is exposed to interest rate risk orb@sk loans and long-term
debt, bearing variable rates of interest. The Camyg{s interest risk exposure is a
function of changes in the prime rate. Howevevasaation of 1% in the prime

rate will not have a significant effect on the iheds or financial position of the

Company. As at September 30, 2011, should inteedsts vary by 100 basis
points and all the other parameters remain the sémeCompany's net loss for
the six-month period then ended would have incrdase decreased by
approximately $7,770.

Economic conditions

The Company is exposed to economic conditions riskbe prepaid products
and the ATM business segments are consumer pradfiecings. Although these
products may be viewed as a necessity, they nealegh remain items for which
demand is subject to fluctuations in economic cbods. Consequently, a
downturn in economic conditions could reduce consurdemand for the
Company’s products, and could have a material adveffect on the Company’s
business, revenues, financial position and opegagsults.

Contingencies

In 2006, former business associates of a directoa subsidiary company instituted
proceedings in the amount of $1.6 million agaif& subsidiary for damages and lost
profits due to an alleged improper use of propnetachnology. The lawsuit is still
pending as at August 10, 2011 and a counter claiextcess of $1.0 million has been
taken against the plaintiffs. In the opinion ofrragement, the likelihood of success of
the claim is unlikely and the amount recoverablespant to the claim, if any, is difficult
to assess. Notwithstanding, the Company has steahat settlement offer to the former
business associates, and accordingly a provisiof306f000 has been reflected in the
condensed consolidated financial statements oftmpany.
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18.

First-time adoption of IFRS

The Company adopted IFRS effective April 1, 201Qhd transition date””) and has

prepared its opening statements as at that daier fr the adoption of IFRS, the
Company prepared its financial statements in aesarel with Canadian GAAP. The
Company’s consolidated financial statements foryéer ending March 31, 2012, will be
the first annual financial statements that compihWFRS. The Company will ultimately
prepare its opening IFRS statement of financialtipssby applying existing IFRS with

an effective date of March 31, 2012. Accordinglige tIFRS statement of financial
position and the March 31, 2011, comparative statéraf financial position presented in
the consolidated financial statements for the yevating March 31, 2012, may differ
from those presented at this time.

IFRS accounting policies have been applied aftetbéishing the condensed consolidated
interim financial statements for the three-montld aix-month period ending September
30, 2011, with information comparing to the condaled interim financial statements for
the three-month and six-month period ending Sepéerdd, 2010.

Reconciliation of equity

Certain presentation differences between pre-clevggeaccounting standards and IFRS
have no impact on reported loss or total equity.cAs be seen in the following tables,
some line items are described differently (renameddler IFRS compared to pre-

changeover accounting standards, although thesaasel liabilities included in these

items are unaffected.
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18. First time adoption of IFRS(cont'd.)

Reconciliation of Equity at September 30, 2010

Canadian
GAAP Effect of IFRS
Canadian GAAP Description Note Balance transition Balance
$ $ $
ASSETS
Current assets:
Cash —in circulation in automated teller machines 1,022,040 - 1,022,040
Trade and other receivables b 2,370,464 (8,667) 2,361,797
Receivables from related parties b - 8,667 8,667
Inventories 1,311,035 - 1,311,035
Prepaid expenses 56,138 - 56,138
4,759,677 - 4,759,677
Property and equipment 2,694,112 - 2,694,112
Goodwill 888,636 - 888,636
Intangible assets 282,083 - 282,083
Deferred tax assets 700,937 - 700,937
Total assets 9,325,445 - 9,325,445
LIABILITIES
Current liabilities
Bank indebtedness 328,479 - 328,479
Short-term loans 1,750,420 - 1,750,420
Trade and other payables a, b,c 4,881,025 (15,489) 4,865,536
Payables to related parties b - 13,889 13,889
Provisions a - 30,000 30,000
Income taxes payable 18,265 - 18,265
Loans payable 150,000 - 150,000
Current long-term loans 887,547 - 887,547
8,015,736 28,400 8,044,136
Long-term loans 1,288,295 - 1,288,295
Deferred tax liabilities 209,879 - 209,879
Total liabilities 9,513,910 28,400 9,542,310
Non-controlling interest 1,335,900 (1,335,900) -
Shareholders’ equity
Common shares 1,787,573 - 1,787,573
Contributed surplus 182,650 - 182,650
Deficit (3,494,588) - (3,494,588)
Equity attributable to shareholders’ (1,524,365) - (1,524,365)
Non-controlling interest C - 1,307,500 1,307,500
Total equity (1,524,365) 1,307,500 (216,865)
Total equity and liabilities 9,325,445 - 9,325,445
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18. First time adoption of IFRS(cont'd.)

a. Provisions
A reclassification adjustment was required to thesent provision as a separate line item on
the condensed consolidated statement of finanositipn.

b. Receivables and liabilities - related parties
A reclassification adjustment was required to thesent provision as a separate line item on
the condensed consolidated statement of finanositipn.

c. Non-controlling interest
A reclassification adjustment was required to thesent the non-controlling interest as an
equity instrument. The dividend payable on non-aulmg interest is discretionary and its
reclassification to trade payable on the condensmasolidated statement of financial
position.
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18. First time adoption of IFRS(cont'd.)

Reconciliation of Total Comprehensive Income for th Period Ended September 30, 20
Three months ended September 30, Six months ended September 30, 2010

2010

Canadian GAAP  Canadian Canadian
Description GAAP Effect of IFRS GAAP Effect of IFRS

Balance transition Balance Balance transition Balance

$ $ $ $ $ $

Revenues 15,082,148 - 15,082,148 30,143,394 - 30,143,394
Direct costs 14,241,034 - 14,241,034 28,493,621 - 8,493,621
Selling and
administrative 493,202 - 493,202 862,024 - 862,024
Depreciation of
property, equipment and
equipment held under
capital leases 102,979 - 102,979 202,831 - 202,831
Amortization of
intangible assets 146,250 - 146,250 292,500 - 82,5
Money remittance costs 4,095 - 4,095 11,821 - m,82

14,987,560 - 14,987,560 29,862,797 - 29,862,797
Profit before net
finance costs and
income taxes 94,588 - 94,588 280,597 - 280,597
Net finance expense 99,306 - 99,306 207,133 - 237,1
Income before income
taxes (4,718) - (4,178) 73,464 - 73,464
Income taxes expense
(recovery):
Net income taxes - - - - - -
Deferred taxes - - - - - -
Total comprehensive
income for the period (4,718) - (4,718) 73,464 - 73,464

Presentation changes

Under Canadian GAAP, paid interest and receivedr@st were presented through the notes.
Under IFRS, interests are allocated to investind &inancing activities where they can be
identified with transactions within those categsri&¢here are no other material adjustments to
the condensed consolidated statement of cash flows.
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