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TSX Venture «SAR»

SARATOGA ELECTRONIC SOLUTIONS INC.

Management’s Discussion and Analysis

For the three months andyear ended March 31, 2011



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

The following Management’s Discussion and AnalysisFinancial Condition and
Results of Operations of Saratoga Electronic Sohdi Inc. ("Saratoga” or the
"Company") was prepared in accordance with Regota 51-102 "Respecting
Continuous Disclosure Obligations” and should kbad in conjunction with the audited
consolidated financial statements and related niteseto of the Company for the years
ended March 31, 2011 and 2010. The Company filescdnsolidated financial
statements, press releases and other required adised documents on the SEDAR
database at www.sedar.com.

The Company prepares its audited consolidated Giizrstatements in accordance with
Canadian generally accepted accounting principlé GAAP"). Unless otherwise
indicated, all dollar amounts referred to in thisakbgement’'s Discussion and Analysis
("MD&A") are in Canadian dollars.

This MD&A may contain information and declaratioms the future performance of the
Company that are by nature forward looking. Thdselarations reflect management’s
expectations regarding future events based on gsoms and uncertainties that are
subject to the risk factors identified in the "fisand Uncertainties" section of this
MD&A. Readers are hereby cautioned.

The consolidated audited financial statements am& of the Company in respect of
the years ended March 31, 2011 and 2010 were rexdeoy the Audit Committee and
approved by the Board of Directors of the Compamyagust 11, 2011.

OVERVIEW

The Company is incorporated under @@nada Business Corporations Awtd is listed
on the TSX Venture Exchange under the symbol “SARie Company is headquartered
in Montreal, Quebec, Canada.

Business Overview

As at March 31, 2011, the Company had two significAusiness units which are
described in more detail below: Automated Tellerchaes (“ATMs”) and prepaid
products.

All of the Company’s business units operate solelfanada. The accounting policies
used to prepare the information by business segmentthe same as those used to
prepare the consolidated financial statementseoCthmpany.



ATMs

The Company, through its subsidiary Saratoga ATNMpGtion Inc. ("Saratoga ATM"),
is in the business of placing and operating ATMEastern Canada.

An ATM allows a bank customer to withdraw cash ioneenient locations. The

Company enters into placement agreements with raptshthat host the ATMSs.

Depending on the terms of the placement agreenteatCompany can earn both a
surcharge and a network fee for transactions taglage at the ATM. Saratoga carries
various models of ATMs that suit the diverse negfdbe hosting merchants.

The Company’s network consisted of approximately A Ms as of March 31, 2011,
compared to approximately 390 as of March 31, 2@l@gear to year increase of 55
ATMs. Approximately 20 ATMs were added under then@any’s contract with
Ultramar and another 35 machines were added toCivapany’s traditional ATM
network.

The size of the Company’s network of ATMs currenshands at approximately 460
ATMs, including those ATMs which the Company is enccontract to provide to
Ultramar. In addition, the Company has relocatedreximately 15 ATMs from non-
performing locations to locations that the Compbaleves show more promise in terms
of transaction volume. The increase of the sizéhef Company’s network has been
achieved through the addition during the year wé fnew locations to the Ultramar
network and 10 new locations to the Company’s t@ul ATM network. The
acquisition cost of such ATMs has been financedugh the Saratoga Leasing Inc. The
Company anticipates adding an additional 10 ATMsht Ultramar network within the
next two financial quarters, with the acquisitioost of such ATMs being financed
through the Company’s existing capital leasingragesments.

Prepaid products

The Company, through its subsidiary Car-Tel Disttiins Inc. ("Car-Tel"), is in the
business of distributing to consumers point-of-s@®S) activated prepaid cellular
telephone PINs and long distance calling cardsyelsas offering retailers a variety of
electronic gift card solutions. All of Car-Tel'seektronic devices are connected to its
proprietary server and database software througtelegis or land-line wide area
networks or through host-to-host connectivity.

Car-Tel offers a complete electronic gift card peog to major product distributors

across Canada. Customers are provided with therogti entering into a closed-loop

distribution agreement, whereby the electronic citds are distributed to the customer’s
existing client base, or an open loop distributamgreement, whereby, in addition, the
electronic gift cards are also distributed to Cal'sentire network of users of its various
products.



Car-Tel maintains approximately 2,670 POS locatidiree Company believes that POS
location offerings in its traditional market haveached market maturity status.
Therefore, during the year ended March 31, 2011;T@hareduced its selling expenses in
the form of selling salaries and benefits, as w&slreducing its travel costs and the costs
associated with publicity and promotions, therebghieving a cost savings of
approximately $156,600. Moreover, Car-Tel is in phecess of consolidating the number
of POS machines in its network. As part of thisgess, merchants not meeting a
minimum sales volume are being required to pay @klyefee in order to cover Car-Tel's
fixed costs. As well, approximately 220 non-perforgh merchants have retired their
POS machines over the last year.

A recent trend has developed whereby major sepiceiders are reducing the margins
of resellers of cellular phone cards and long distacards. With the expiration, on
March 31, 2011, of Car-Tel's exclusivity with Bédir the resale of long distance cards,
Car-Tel's margin on this product has been reduge@%. Furthermore, as of August 1,
2011, Rogers and Fido have redutlked margins available on the sale of their cellular
phone cards by 3%. These decreases are expectedgadively impact Car-Tel's
operating profits.

Due to deteriorating sales, current and anticipéiéare losses and negative cash flows,
management determined during the year that theviaime of the Car-Tel pre-paid
business unit does not exceed its carrying amd@ornsequently, the balance of $888,636
of goodwill has been considered to be impaired wad charged against income. The
goodwill relates entirely to the prepaid produatsibess unit. Furthermore, management
determined that a write-off in the amount of $4@d,2n future income tax assets was
appropriate, principally due to the fact that Catd budgeted future taxable income
does not meet the criteria for future use agaiostcapital loss carry forwards.

On July 29, 2011, th€orporationannounced a proposed management buyout of Car-Tel.
Please see “Overview - Subsequent Event”.

Money remittance

On October 26, 2006, the Company entered into a df@ndum of Agreement (the
"MOA") with Union Bank of the Philippines in ordéo commercialize and distribute
Saratoga’s money remittance platform and to prov@#atoga with the exclusive
Canadian rights to the money remittance businesinan Bank of the Philippines for a
period of five years.

Pursuant to the MOA, Saratoga assumed the ultinest@onsibility for the development

of an electronic infrastructure that will permit thmated Clearing House remittance of
funds designed to enable persons residing in Caté#ectronically transfer funds to

persons residing in the Philippines. This serviamdted the needs of the Canadian
Filipino community to send funds to the Philippings an economical, secure and
efficient manner.



On July 6, 2009, the Company announced its decisiabandon its money remittance
business after determining there to be limited pects of generating sufficient operating
revenue in order to offset the costs associateth witmpleting the launch of this

platform. Since the time of such announcement, Wriank of the Philippines has

contributed the sum of $50,000 towards the projacbrder that the business may
continue to operate. However, on March 17, 201@, @ompany ceased its money
remittance operations. Subsequently, in May 201@herequest of Union Bank of the

Philippines, the Company agreed to resume its moesyttance operations until such
time as the parties are able to transfer the dpesato a third party. Union Bank of the

Philippines has agreed to pay to the Company the ¢fu$125,000 upon the successful
transfer of such operations. The closing of thesmsaction is expected to occur in the
second quarter of fiscal 2012.

Going concern

The consolidated financial statements have begmaped on the basis that the Company
will continue as a going concern, which contem@dtee realization of assets and the
payment of liabilities in the ordinary course ofsimess. Should the Company be unable
to continue as a going concern, it may be unabtedbtze the carrying value of its assets
and to meet its liabilities as they become due.

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 advan@e®l term loans (see Note 10 of the
consolidated financial statements). At March 31120the lender has not yet waived
these violations and, while the lender has noedallls bank advances and the term loans,
these term loans have been classified as a culitity in the accompanying
consolidated balance sheet because the lenderogademand payment. The Company’s
consolidated working capital and equity are defitie

The Company's ability to continue as a going condsrdependent upon its ability to
restore itself to profitability and positive casbvi. Management is focusing on strategic
changes in its prepaid business segment and i®lglasonitoring its discretionary
expenses. In its ATM business segment, the Compalhyeed to obtain new forms of
long-term debt to replace existing credit faciltithat are in breach of its current bank
covenants.

The carrying amounts of assets, liabilities, reemnand expenses presented in the
consolidated financial statements and the balahemtsclassification have not been
adjusted as would be required if the going conessumption was not appropriate.



Normal course issuer bid

The TSX Venture Exchange (“TSX-V”) accepted the @anmy’s Notice of Intention to

make a Normal Course Issuer Bid (“NCIB”). Pursuanthe NCIB, the Company could,
from time to time, purchase through the facilitifsthe TSX-V up to an aggregate of
932,415 of its common shares, being approximatétyd the Company’s issued and
outstanding common shares as of May 12, 2010. Givemitiation by the Company of
a process to explore and consider possible stataetfiernatives for enhancing
shareholder value, purchases of shares pursuanhetoNCIB were suspended in
December 2010.

During the year, the Company repurchased for céatomh 187,000 of its shares for a
total consideration of $24,550 under a NCIB. At BaB1, 2011, these shares are held as
treasury shares and the capital stock was redugéldelr repurchase price. These shares
were cancelled on May 27, 2011.

Subsequent event

Car-Tel Management Buyout

On July 29, 2011, th€ompany announced that it had entered into an agneeto
sell Car-Tel to a member of the management of @hrfér a purchase price of
approximately $1.36 million, to be paid through @mbination of cash and the
assumption of certain specified liabilities. Thigrnsaction results from the previously
announced strategic review undertaken by the Compan

Closing of this transaction is subject to the negmn and execution of definitive
transaction documents, as well as the receiptl aequisite regulatory approvals, and
is expected to occur in the Company’s second quarte

As the consolidated financial statements have aehladjusted for this subsequent event
and due to the pervasive effect of this transaatiothe future activities of the Company,
the following pro-forma statement incorporates #féect of the event as if it had
occurred at March 31, 2011.

March 31, 2011

(audited)
$
(except for share
information)
Effect on Balance sheet:
Assets
Current




Cash 367,972
Cash — in circulation in automated tellexamnes 1,007,260
Accounts receivable 44,065
Prepaid expenses and sundry receivables 15,031
Sales taxes receivable 33,469
Current portion of loan receivable-privatenpany 3,168
Future income taxes 51,976
1,522,941
Property and equipment 2,081,768
Future income taxes 137,391
3,742,100
Liabilities
Current
Bank loans 1,618,160
Accounts payable and accrued liabilities 510,586
Income taxes payable 25,384
Loan payable and long term debt 335,994
Future income tax 52,210
2,542,334
Long-term debt 447,205
Future income tax 131,412
3,120,951,
Non-controlling interest 1,270,000
Shareholders’ equity
Capital stock 1,787,423
Contributed surplus 182,650
Deficit (2,618,924)
(648,851)
3,742,100
Effect on Statement of Deficit:
Deficit — beginning of period (3,568,052)
Net income 949,128
Deficit - end of period (2,618,924)
Effect on Statement of income and comprehensive income:
Revenues 54,893,864
Direct costs 52,127,076
Gross margin 2,766,788




Operating expenses 1,714,583
Undernoted items 2,381,539
Loss before income taxes (1,329,334)
Income taxes 503,753
Gain on sale of subsidiary, Car-Tel 2,782,215
Net income 949,128
Income per share (basic) 0.05127
Income per share (diluted) 0.05051
Weighted average number of outstanding common stiaeesic) 18,511,455
Weighted average number of outstanding common sldileited) 18,791,455

As a result of losses carry forward from prior y®edhere will be no corporate taxes
paid on the gain from this transaction.

Quarterly results

Net
earnings(loss)
per share -
Net earnings basic and
Quarter Revenues (loss) diluted
$ $ $
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
Year ended March 31, 2010
Fourth Quarter 13,266,982 (604,498) (0.03241
Third Quarter 13,596,561 (226,021) (0.01212)
Second Quarter 14,323,183 (144,480) (0.00775
First Quarter 13,728,423 (236,851) (0.01270)




The following table summarizes certain financialadeelated to the Company and should
be read in conjunction with the Company’s auditedsolidated financial statements for
the years ended March 31, 2011 and 2010.

For the three-month period ended

For the year ended

March 31, | March 31, | March 31, | March 31, | March 31, | March 31,
2011 2010 2009 2011 2010 2009
(unaudited) | (unaudited) | (unaudited) (audited) (audited) (audited)
$ $ $ $ $ $
(except for share | (except for share| (except for share| (except for share | (except for share| (except for share
information) information) information) information) information) information)
Revenues | 11,405,385 13,266,982 11,948,410 54,893,864 54,915,149 51,383,388
Direct costs 10,876,597 12,761,021 11,304,716 52,127,076 52,284,178 48,263,824
Gross
margin 528,788 505,961 643,694| 2,766,788 2,630,971 3,120,064
Operating
expenses 444,759 524,280 795,555 1,714,583 2,132,645 2,647,505
Undernoted
items 1,239,941 366,755 470,853 2,381,539 1,501,034 1,802,730
Non-
controlling
interest - 113,600 113,600 - 113,600 113,600
Income
taxes 372,302 105,823 313,502 503,753 95,542 313,502
Net (loss) | (1,528,214) (604,497)| (1,049,816) (1,833,087) (1,211,850) (1,757,273)
Loss per
share (0.08255)| (0.03242)] (0.05630)] (0.09902)] (0.06498) (0.09423)
Weighted
average
number of
outstanding
shares 18,511,455 18,648,300 18,648,300 18,511,455 18,648,300 18,648,300
Revenues

Revenues from the prepaid products business arraed primarily from sales in two
categories: sales as principal and sales as aBewenues from the sale of cellular
prepaid cards, PINs and debit cards are recogmiredgross basis, net of trade discounts
and allowances, when the Company determines thet the primary obligor to its
customer, the retail merchant, and thus incursyaentory risk. Revenues are recognized



at the date of sale or, in the case of PINs, ord#ie on which the PIN is transferred via
the Company’s platform to the merchants' termimal subsequently sold to the end user.
Revenues from the sale of Bell long distance cagif$, cards and debit cards are

recognized when the product is sold to the end user

In cases where the Company has determined thatnioti the primary obligor, such as
where the Company earns commissions on produdtsreices sold and does not incur
inventory risk, revenue is recognized at the ddtsabe as the Company’s continued
obligation effectively ended on that date. Accogly, these sales are recorded on a net
revenue basis.

Revenues for the three-month period ended March2@11 decreased to $11,405,385
from $13,266,982 for the three-month period endeddd 31, 2010, representing a year-
over-year decrease of $1,861,597 (14.03%). Theedserin revenues was a direct result
of the decrease of $1,511,601 (12.61%) in prepaidiycts segment revenues and of
$355,062 (27.96%) in ATM segment revenues, offgetito increase of $5,066 (50.09%)

in corporate items.

Total revenues from the ATM business (Saratoga AWdje $1,270,065 for the three-
month period ended March 31, 2010, compared to $9B5for the three-month period

ended March 31, 2011. The year-over-year decraasieei ATM segment is $355,062
(38.80%), mostly attributable to decreased reverafe$342,885 (34.65%) generated
from the Company’s agreement with Ultramar and émenues of $12,177 (4.34%)
generated from other ATM locations. The decreaseeuwenues of $342,885 generated
from the Company’s agreement with Ultramar is maiekplained by an increase of
$15,069 (2.38%) in generated revenues for the tim@eth period ended March 31,
2011, offset by a decrease in surcharge revenued3b7,954 for the period from

September to December 2009 being accounted fdreiridurth quarter ended March 31,
2010. There were no price changes in this threetmuoeriod.

Total revenues from the prepaid products businese %10,475,203 for the three-month
period ended March 31, 2011, compared to $11,986@0the three-month period ended
March 31, 2010. The year-over-year decrease in pilepaid products segment is
$1,511,601 (12.61%). Revenues from product salepriasipal for the three-month
period ended March 31, 2011 were $10,364,825, coedpa $11,947,472 for the three-
month period ended March 31, 2010, representingaiedse of $1,582,647 (13.25%).
The decrease in revenues from product sales asigalnis mainly explained by a
decrease in sales volume as a result of a lessanennf POS machines being comprised
in the Car-Tel network, as opposed to by any sicgift pricing changes. Car-Tel's
network decreased from approximately 3,065 POS meshas of March 31, 2010 to
approximately 2,845 POS machines as of March 31120his year over year decrease
of approximately 220 POS machines is the resuth@felimination of approximately 105
POS machines that were placed with a major clidnthvgenerated high volumes of low
gross margin transactions. A further approximaftel$ POS machines were eliminated
as a result of various independent corner storeglidg to abandon the sale of prepaid
cards. The total number of transactions were apmately 695,000 for the three-month
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period ended March 31, 2011, compared to approeim&l5,000 for the three-month
period ended March 31, 2010, representing a yeged&n decrease of approximately
120,000 (14.72%) transactions.

Revenues from product sales as agent for the thoegh period ended March 31, 2011
were $110,378, compared to $39,332 for the threetimperiod ended March 31, 2010,
representing an increase of $71,046 (180.63%). iftuease of $71,046 in revenues
from product sales as agent can be attributed)t@n(increase of $16,970 (22.24%) in
Bell long distance cards; (ii) an increase of $3,0800.00%) in other gift card offerings;
and (iii) an increase of $50,981 (138.01%) in MeGged gift card.

Revenues for the year ended March 31, 2011 ded¢as54,893,864 from $54,915,149
for the year ended March 31, 2010, representinga-gver-year decrease of $21,285
(0.04%). The decrease in revenues was a directt reban increase of $1,733,160
(74.91%) in ATM segment revenues, offset by a desmeof $1,756,743 (3.34%) in
prepaid products segment revenues and an incré&ge298 (4.12%) in corporate items.

Total revenues from the ATM business (Saratoga ATi)e $4,046,954 for the year

ended March 31, 2011, compared to $2,313,794 foyédar ended March 31, 2010. The
year-over-year increase in the ATM segment is 8,180 (74.91%), mostly attributable

to increased revenues of $1,787,599 (163.08%) rgetefrom the ATM locations under

the Company’s agreement with Ultramar, offset bgearease in revenues of $54,439
(4.47%) generated from other ATM locations.

Total revenues from the prepaid products business $50,788,899 for the year ended
March 31, 2011, compared to $52,545,642 for the gaded March 31, 2010. The year-
over-year decrease in the prepaid products segisehit, 756,743 (3.34%). Revenues
from product sales as principal for the year enhfeaich 31, 2011 were $50,304,892,
compared to $52,212,396 for the year ended Marc¢l2@310, representing a decrease of
$1,907,504 (3.65%). The decrease in revenues froohupt sales as principal is mainly
explained by a decrease in sales volume as a i@&saltesser number of POS machines
being comprised in the Car-Tel network, as opposedy any significant pricing
changes. Car-Tel's network decreased from apprdei|na, 065 POS machines as of
year ended March 31, 2010 to approximately 2,84% P@achines as of year ended
March 31, 2011. This decrease of approximately (Z208%) POS machines is the result
of the elimination of approximately 105 POS machirieat were placed with a major
client which generated high volumes of low margansactions. A further approximately
115 POS machines were eliminated as a result abusarindependent corner stores
deciding to abandon the sale of prepaid cards. toted number of transactions was
approximately 3,278,000 for the year ended March2811, compared to approximately
3,534,000 for the year ended March 31, 2010, reptexy a year to year decrease of
approximately 256,000 (7.25%) transactions.

Revenues from product sales as agent for the yedeMarch 31, 2011 were $484,007,

compared to $333,246 for the year ended March 810 2representing an increase of
$150,761 (45.24%). This increase of $150,761 iremeres from product sales as agent
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can be attributed to: (i) an increase of $89,43842%) in Bell long distance cards; (ii)
an increase of $8,375 (613.55%) in other gift caff@érings; and (iii) an increase of
$52,948 (154.28%) in MasterCard gift card.

Gross margin

Gross margin for the three-month period ended M&th2011 was $528,788 (4.64%),
compared to gross margin for the three-month peeoded March 31, 2010 of
$505,961(3.81%), representing an increase of $2Z851%) or 0.82% in gross margin.
This increase of $22,827 (4.51%) or 0.82% in gmassgin is explained by the increase
in ATM segment gross margin of $53,242 (54.48%)8@0% in gross margin and in
corporate items of $5,066 (50.09%), offset by ae@se in the prepaid products segment
of $35,481 (8.91%) or a 0.14% decrease in grosgimar

The gross margin of the prepaid products segmeng¢ased to 3.46% for the three-month
period ended March 31, 2011 from 3.32% for theahm®nth period ended March 31,
2010 representing a 0.14% increase in gross margia.represents a real dollar increase
in gross margin in the prepaid products segmeappfoximately $14,700. This increase
can be explained as follows: (i) a 0.44% decreagbéa pure gross profit (from 3.47% in
2010 to 3.03% in 2011) relating to the gross mardimm PIN service providers, the
level achieved being consistent with the grossipudfthe prior year which together
resulted in a net cash decrease of approximatédy6®d; and (ii) an increase in net gross
margins in sales as agent of $71,000 (180.63%) ianockases in costs related to
commissions and to the maintenance of the POS nletasa whole of approximately
$10,700.

The year-over-year gross margin for the three-meetiod ended March 31, 2011 of the
ATM segment increased 8.80% to 16.50% in 2011 coethto 7.70% in 2010. This
represents a real dollar increase in the margithenATM segment of approximately
$80,600. This increase can be explained as folldiyaa 11.94% increase in the pure
gross profit (from 17.28% in 2010 to 29.22% in 2Dé&lating to traditional ATM
location costs along with a decrease in revenums fraditional ATM locations, which
together resulted in a net cash increase of apmately $32,100; (ii) the achieved gross
margin on the Ultramar agreement was 11.22% (204®8%) whereas had the margins
under the Ultramar agreement achieved a level stamdi with the gross profit of the
prior year for rest of the network of 17.77%, thitte additional cash generated would
have amounted to approximately $52,200. Finallgrehwere decreases in other costs
related to the maintenance of the network as aevbibapproximately $3,700.

Gross margin for the year ended March 31, 2011 3$22866,788 (5.04%), compared to
gross margin for the year ended March 31, 20102¢630,971 (4.79%), representing an
increase of $135,817 (5.16%), or 0.25% in grossgmaiThis increase of $135,817 in
gross margin is explained by the increase in ATMnsent gross margin of $226,361
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(55.05%) and in corporate items of $2,298 (4.128ffset by a decrease in prepaid
products segment gross margin of $92,842 (4.29%).

The gross margin of the prepaid products segmetredsed from 4.12% for the year
ended March 31, 2010 to 4.08% for the year endeatiMal, 2011. This represents a real
dollar decrease in the margin on the prepaid prisdsegment of approximately $20,500
or 0.04%. This decrease can be explained as fallGyva 0.39% decrease in the pure
gross profit (from 4.03% in 2010 to 3.64% in 201&lating to the gross margins from

PIN service providers, the level achieved beingsiant with the gross profit of the

prior year which together resulted in a net castradese of approximately $196,200; and
(if) an increase in net gross margins in salegastof $150,800 (45.24%). Finally, there
were decreases in costs related to commissionstarie maintenance of the POS
network as a whole of approximately $24,900.

The gross margin of the ATM segment decreased ft@i7% in 2010 to 15.75% in
2011. This represents a real dollar decrease inntaggin on the ATM segment of
approximately $81,600. This decrease can be exgalas follows:

(i) a 1.71% increase in the pure gross profit (fre@10 - 26.38% to 2011 — 28.09%)
along with a decrease in revenues from traditiéqa¥ locations which together resulted
in a net cash increase of approximately $19,9100the achieved gross margin on the
Ultramar agreement was 10.78% (2010 — 8.21%) whkehea the margins under the
Ultramar agreement achieved a level consistent thighgross profit of the prior year for
rest of the network of 17.77%, then the additiocresh generated would have amounted
to approximately $76,723. Finally, there were iases in other costs related to the
maintenance of the network as a whole of $24,797.

Selling and administrative expenses

Selling and administrative expenses for the threetm period ended March 31, 2011
were $437,566, compared to $500,823 for the threetimperiod ended March 31, 2010.
Selling and administrative expenses decreasedoxearyear by $63,257 (12.63%). This

year-over-year decrease of $63,257 is explaine@rbyncrease in bad debt of $2,450
(52.53%), in insurance expense of $3,270 (37.38%0)professional fees of $9,541

(8.36%), in rent expenses of $2,767 (100.00% elecommunications expense of $4,014
(42.26%) and in utilities expense of $19,157 (19%% offset by a decrease in office

expenses of $23,523 (45.27%), in office salaried la@nefits of $17,098 (10.66%), in

sales taxes expense of $46,779 (100.00%), in getkpenses of $13,455 (17.33%) and
in taxes and licenses of $3,601 (25.62%).

The decrease in office salaries and benefits of(BB/is explained by the decrease in
Saratoga ATM's office salaries and benefits of $68, (75.23%) and of $10,934
(147.88%) in the office salaries that are includethe corporate items and eliminations
segment, offset by the increase in Car-Tel's offgaaries and benefits of $61,144
(96.31%). Saratoga ATM's decrease in office sataard benefits of $67,308 is mainly
due to the transfer of management salaries frorAl€ato Saratoga ATM in total for the
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full year ended March 31, 2010 being reflected he fourth quarter of 2010. The
decrease of $10,934 @ifice salaries and benefits that are includedéedorporate items
and eliminations segment is explained by the Peasidnd Chief Executive Officer's
forgiveness of salary in the amount of $7,934 ani@eease in director’s fees of $3,000
(66.67%). Car-Tel's office salaries and benefitsréase of $61,144 is explained by the
transfer of full year $67,308 in salaries and bigséd Saratoga ATM’s operations in the
fourth quarter of 2010, offset by the decrease @negal operations salaries of
approximately $6,164.

The decrease in selling expenses of $13,455 (17.38%ainly explained by Car-Tel's
efforts to reduce overhead costs given its view ttha POS market has reached maturity
in the Province of Quebec. In reaction to the saioin of the POS market in the Province
of Quebec, Car-Tel decreased its selling expenge8271 (11.59%). In addition, the
ATM segment decreased its selling expenses by $1(88.08%) and corporate items
selling expenses by $3,199 (100.00%). The decrea&ar-Tel's selling expenses by
$8,271 is in the form of decreases in selling sadaand benefits in the amount of $9,925
(29.09%) and in publicity and promotion of $1,068.89%), offset by an increase in
travel costs of $2,722 (9.05%).

Selling and administrative expenses for the yededrMarch 31, 2011 were $1,689,476,
compared to $2,067,511 for the year ended Marci2310. Selling and administrative

expenses decreased year-over-year by $378,0333¢A8.2 his year-over-year decrease
of $378,035 is explained by an increase in bad @él8,088 (83.10%), in insurance
expense of $4,782 (11.96%), in taxes and licen§&8&91 (24.78%) and in utilities

expense of $16,246 (27.43%), offset by a decremseffice expenses of $34,202
(17.96%), in professional fees of $23,012 (6.07%)office salaries and benefits of
$145,044 (17.72%), in sales taxes expense of $8§,1100.00%), in selling expenses of
$156,596 (35.70%) and in telecommunications expeh$8,109 (9.08%).

The decrease in office salaries and benefits ob M4l is explained by the decrease of
$134,573 (88.18%) in the office salaries and bésnéfiat are included in the corporate
items and eliminations segment, in Car-Tel's offgaaries and benefits of $7,059
(1.24%) and in Saratoga ATM'’s office salaries amhddits of $3,412 (3.60%). The
decrease of $134,573 bifice salaries and benefits that are includedhia ¢torporate
items and eliminations segment is explained by Pnesident and Chief Executive
Officer’s forgiveness of salary in the amount of38073 (96.63%) and a decrease in
director's fees of $4,500 (25.00%). Car-Tel's ddfisalaries and benefits decrease of
$7,059 is explained by a decrease in general dpesatsalaries of approximately
$63,159, offset by Car-Tel's president retroactatary of approximately $37,500 due to
his signing a three-year employment contract aptbaision for bonus of approximately
$18,600 for the Chief Information Officer.

The decrease in selling expenses of $156,596 (3. ®mainly explained by Car-Tel's
efforts to reduce overhead costs given its view tth@ POS market has reached maturity
in the Province of Quebec. In reaction to the sainin of the POS market in the Province
of Quebec, Car-Tel decreased its selling expengekl#5,378 (35.92%) in the form of
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decreases in selling salaries and benefits in theuat of $73,722 (40.51%), in travel
costs of $44,918 (27.07%) and in publicity and poton of $26,738 (47.03%). In

addition, the ATM segment decreased its sellingeegps by $14,583 (50.78%), which
was offset by an increase in corporate items gpixpenses of $3,365 (64.89%).

Financial expenses

Financial expenses for the three-month period endadch 31, 2011 were $7,193,
compared to $5,940 for the three-month period erMacth 31, 2010, representing an
increase of $1,253 (21.09%).

Financial expenses for the year ended March 311 20dre $25,107, compared to
$25,501 for the year ended March 31, 2010, reptiegpa decrease of $394 (1.55%).

Stock-based compensation

Stock-based compensation for the three-month pesrated March 31, 2011 was Nil,
compared to $17,517 for the three-month period éndarch 31, 2010, representing a
year-over-year decrease of $17,517 (100.00%).

Stock-based compensation for the year ended Mat¢h?@11 was Nil, compared to
$30,862 for the year ended March 31, 2010, reptegea year-over-year decrease of
$30,862 (100.00%).

Operating income before undernoted items, non-conailing interest and
income taxes

The Company realized an operating income of $84f62¢he three-month period ended
March 31, 2011, compared to a loss of $18,319Hertihiree-month period ended March
31, 2010. On a segmented business basis, thisase $102,348 in operating income
is a result of a year-over-year increase in opggaimcome in the ATM segment of
$84,256 (905.88%) and in corporate items and eltions of $87,640 (42.29%), offset
by a decrease of $69,548 (38.72%) in operatingntecm the prepaid products segment.

The Company realized an operating income of $12WPfor the year ended March 31,
2011, compared to an operating income of $498,826hk year ended March 31, 2010.
On a segmented business basis, this $553,879 gPb) ihcrease in operating income is
a result of a year-over-year increase of $205,P436@3%) in operating income in the
ATM segment, of $91,098 (10.52%) in operating ineamthe prepaid products segment
and of $257,058 (43.39%) in corporate items andiehtions.

15



Undernoted items

The net expense in undernoted itdotaled $1,239,941 for the three-month period ended
March 31, 2011, compared to $366,755 for the tmeeth period ended March 31,
2010, representing an increase of $873,186 (238.08%

This three-month year-to-year increase of $873,i8@&xplained by a decrease in
amortization of intangible assets of $6,250 (4.27%)Money remittance recovery costs
commitment of $14,243 (113.13%), in interest omBaayable and long-term debt of
$7,826 (8.68%) and in loss on disposition of propeand equipment of $2,889

(215.92%), offset by an increase in amortizatiorpadperty and equipment of $5,212
(5.09%), in interest on bank loans of $2,677 (18R7n strategic revision process costs
of $7,869 (100.00%) and in impairment of goodwfl888,636 (100.00%).

The decrease of $6,250 in amortization of intargésets is mainly explained by the
decrease in amortization in Car-Tel's licensingtfplan agreement which expired on
December 31, 2010.

The increase in interest on bank loans of $2j§#kplained by a year-to-year increase in
the Company’s average revolving operating linesredlit.

The decrease of $7,826 in the interest expens@ams |payable and long-term debt is
mainly explained by the reimbursement of long-telebt.

The net expense in undernoted itetoigled $2,381,539 for the year ended March 31,
2011, compared to $1,501,034 for the year endedctM&d, 2011, representing an
increase of $880,505 (58.66%). This year-to-yeareiase of $880,505 is explained by a
decrease in amortization of intangible assets df7%i84 (20.38%), in interest on loans
payable and long-term debt of $13,980 (4.15%) arldss on disposition of property and
equipment of $16,297 (110.52%), offset by an ineee amortization of property and
equipment of $19,757 (4.97%), in interest on bardns of $13,083 (24.80%), in money
remittance recovery costs commitment of $33,9228.@ABR6), in strategic revision
process costs of $102,468 (100.00%) and in impatnwé goodwill of $888,636
(100.00%).

The increase of $19,757 in amortization expensesaigly explained by the increase in
amortization expenses in the ATM segment of $15,0599%) and in amortization
expenses of $40,750 in connection with corporamst and eliminations offset by the
decrease in amortization expenses in the prepaiupts segment of $36,252 (18.79%).
The ATM segment increase of $15,259 in amortizaéwpenses is mainly explained by
an increase in the amortization expense of asselsr icapital lease.

The decrease of $147,084 in amortization of intalegassets is mainly explained by the
decrease in amortization in the prepaid produaggnsat in the amount of $136,667 of
the non-competition agreement which expired on &eper 30, 2009 and of Car-Tel's
platform licensing fee in the amount of $10,417 ethéxpired on December 31, 2010.
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The increase in interest on bank loans of $13i8&Xplained by a year-to-year increase
in the Company’s average revolving operating lioksredit.

The decrease of $13,980 in the interest expendeams payable and long-term debt is
mainly explained by the reimbursement of debt, Whiepresents a decrease in the
interest expense on long-term debt of $70,494 28)5 offset by an increase in interest
obligations under capital leases of $46,602 (128)68nd under a bank loan of $9,912
(526.89%).

The increase in strategic revision process cost$162,468 is explained by the costs
incurred by the special committee of the Board aké&ors, being consulting fees of
$47,542 paid to an outside advisor and $30,528 fmaitie Company’s Chief Financial
Officer; legal fees of $15,914; special committeenmbers’ fees of $5,200 and other
general expenses of $3,284.

The goodwill relates entirely to the prepaid pradususiness unit. The impairment of
goodwill of $888,636 is mainly due to deterioratisgles, current and expected future
losses and negative cash flows, which led managetoetetermine during the year that
the fair value of the business unit does not exdseazhrrying amount.

Income taxes

The income taxes expense of $503,753 for the yededeMarch 31, 2011, compared to
the $95,542 for the year ended March 31, 2010,esgmts an increase in net income
taxes expense of $408,211. The increase of $40&2the income tax expense is mainly
explained by the increase of $15,893 in the prowmigor current income taxes offset by a
decrease of $24,106 in the provision for futureome taxes in the ATM segment unit
and an increase of $416,424 in the provision faurklincome taxes expenses in the
prepaid segment unit.

The net future income taxes expense of $485,31&myear ended March 31, 2011 is
explained by the combination of the future incompees expense of $490,970 in Car-Tel,
offset by Saratoga ATM increasing future incomeetaXiabilities by $5,657 for
differences in asset and liabilities of obligatianmsder capital leases. The future income
taxes expense of $490,970 in Car-Tel is mainly @red by the use of taxable income
for the year ended March 31, 2011 of approxima$92,000 against non-capital loss
carry forwards in order to reduce its future incaapees assets by the amount of $90,676.
Furthermore, a write-off in the amount of $400,294uture income tax assets is mainly
explained by Car-Tel's future budgeted taxable memot meeting the criteria for future
use against non-capital loss carry forwards.
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Net loss and comprehensive loss

The Company realized a net loss for the three-mgpetiod ended March 31, 2011 of
$1,528,214, compared to a net loss for the threetmperiod ended March 31, 2010 of
$604,498, representing an increase in net 10s9238,316 (152.81%).

The Company realized a net loss for the year eiMdacth 31, 2011 of $1,833,087,
compared to a net loss for the year ended Marcl2@1Q of $1,211,850, representing an
increase in net loss of $621,237 (51.26%).

Loss per share

The loss per share - basic and diluted for theetmenth period ended March 31, 2011
was $0.08255, compared to a loss per share - dadidiluted for the three-month period
ended March 31, 2010 of $0.03241, calculated one#ghted average number of
18,511,455 outstanding common shares at March(@i11, 2010 - 18,648,300).

The loss per share - basic and diluted for the geded March 31, 2011 was $0.09902,
compared to a loss per share - basic and dilutethéoyear ended March 31, 2010 of
$0.06498, calculated on a weighted average nunfb&8,611,455 outstanding common
shares at March 31, 2011 (2010 - 18,648,300).

CHANGE IN FINANCIAL POSITION

The following table summarizes certain financialadeelated to the Company and should
be read in conjunction with the Company’s auditedsolidated financial statements for
the years ended March 31, 2011 and 2010.

For the three-month period For the year ended
ended
March 31, March 31, March 31, March 31,
2011 2010 2011 2010
(unaudited) | (unaudited) (audited) (audited)
$ $ $ $

Cash flow from operating
activities 86,679 1,123,247 81,432 613,067
Cash flow from (used in)
investing activities 1,881 (14,906) (24,677) (104,137)
Cash flow used in financing
activities (207,023) (271,495) (1,001,404) (30,212)
Net increase (decrease) in cash
and cash equivalents (118,463) 836,846 (944,649) 478,718
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Operating activities

Cash flows generated in operating activities we6,&79 for the three-month period
ended March 31, 2011, compared to cash flows gtk $1,123,247 for the three-
month period ended March 31, 2010. The decrea%$&,086,568 (92.28%) in cash flows
generated from operating activities is primarilyrintitable to an increase of net loss of
$923,716 (152.81%) and a decrease in non-cash mgpidapital items of $1,145,866
(91.40%), offset by an increase in generated cdslv from non-working capital
adjustments of $1,033,014 (217. 91%).

Cash flows generated in operating activities wed&,432 for the year ended March 31,
2011, compared to cash flows generated of $613F@6he year ended March 31, 2010.
The decrease of $531,635 (86.72%) in cash flowemed in operating activities is
primarily attributable to an increase of net l0$$621,237 (51.26%) and a decrease in
non-cash working capital items of $903,266 (199.14%ffset by an increase in
generated cash flow from non-working capital adjesits of $992,868 (72.40%).

The decrease in generated non-cash working catgitas of $449,692 for the year ended
March 31, 2011 is mainly explained by the inclus@imone additional sales day in the
twelve-month period ended March 31, 2011, as coethb&n the twelve-month period
ended March 31, 2010. As a result, inventorieseiased by $120,624 (13.57%) as the
Companydid not postpone some suppliers purchases by one daydd ih the year
ended March 31, 2010, sales taxes decreased bp4R6622.69%) as sales taxes
recovery were faster and accounts payable and edtdiabilities decreased by $770,862
(15.70%) as they are paid on Fridays, offset byeerehse in accounts receivable of
$344,885 (17.88%) a decrease in prepaid expensg®30247 (33.16%) and an increase
in income taxes payable of $7,119 (38.98%). Thewuts receivable decrease is mainly
explained by a change in invoicing and collectingtimod for independent merchants that
represent approximately 38% of overall invoicing @&r-Tel business unit, whereby
these merchants are invoiced and collected twicklye

Investing activities

Cash flows generated in investing activities wele881 for the three-month period
ended March 31, 2011, compared to cash flows us@d/esting activities for the three-
month period ended March 31, 2010 in the amoutldf906. The increase of $16,787
(112.62%) in cash flows generated from investingvaies is primarily attributable to an
increase in the collection of loan from private @amy of $9 (1.17%), a decrease in the
acquisition of property and equipment of $64,27B.88%), an increase in proceeds from
disposition of property and equipment of $2,5000(00%) and a decrease in proceeds
from temporary investment of $50,000 (100.00%).

Cash flows used in investing activities were $24,6x the year ended March 31, 2011,
compared to cash flows used in investing activitteshe year ended March 31, 2010 in
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the amount of $104,137. The decrease of $79,46(B@%6 in cash flows used in
investing activities is primarily attributable tom @ncrease in the collection of loan from
private company of $21 (0.62%), an increase in geds on disposal of property and
equipment of $1,500 (150.00%), a decrease in thaisition of property and equipment
of $127,939 (80.70%) and a decrease in proceeds tiEmporary investment of $50,000
(100.00%).

Financing activities

Cash flows used in financing activities were $2@3,for the three-month period ended
March 31, 2011, compared to cash flows used of 8ZELfor the three-month period
ended March 31, 2010. This decrease of $64,47Z%2@). used in financing activities is
mostly a result of a decrease in net generated bzanks of $218,694 (301.98%), a
decrease in the redemption of preferred shares eldon-controlling interest in the
amount of $37,500 (100.00%), a decrease in repaymiihoans payable to private
companies of $150,000 (100.00%), a decrease irrgpayment of long-term debt of
$16,522 (8.91%), an increase in proceeds from eg-term debt of $50,744 (88.53%)
and a decrease in dividends paid of $28,400 (106)00

Cash flows used in financing activities were $1,804 for the year ended March 31,
2011, compared to cash flows used of $30,212 ferydar ended March 31, 2010. This
increase of $971,192 (3,214.59%) used in finanentvities is mostly a result of a
decrease in net generated bank loans of $656,383.39%), an increase in the
redemption of preferred shares held by non-comgihterest in the amount of $75,000
(200.00%), an decrease due to repayment in thergedeloans payable to private
companies of $425,000 (212.50%), an increase in loag-term debt of $106,596
(185.97%), a decrease in the repayment of long-tdetnt of $74,747 (12.51%), an
increase in the redemption of common shares imtheunt of $24,550 (2010 — Nil) and
a decrease in dividends paid of $28,400 (25.00%).

BALANCE SHEET

The following table summarizes certain financialadeelated to the Company and should
be read in conjunction with the Company’s auditedsolidated financial statements for
the years ended March 31, 2011, 2010 and 2009.

March 31, March 31, March 31,
2011 2010 2009
(audited) (audited) (audited)
$ $ $
Total assets 6,603,527 9,512,944 9,217,573
Bank loans 1,618,160 1,813,580 1,352,615
Loans payable 175,000 400,000 200,000
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March 31, March 31, March 31,
2011 2010 2009
(audited) (audited) (audited)
Long-term debt 2,017,870 2,267,924 2,210,261
Non-controlling interest 1,270,000 1,467,700 1,505,200
Shareholders’ deficiency (3,431,066) (1,573,429) (292,441)

The total assets of the Company amounted to $&803s at March 31, 2011, compared
to $9,512,944 as at March 31, 2010, representidgcrease of $2,909,417 (30.58%).
This decrease is mainly explained by the decreasash of $283,075 (100.00%), in cash
in circulation in automated teller machines of 488, (5.19%), in account receivables of
$344,885 (17.88%), in prepaid expenses of $23,38716%), in recoverable sales taxes
of $66,543 (22.69%), in loans receivable — privedenpanies of $3,422 (51.93%), in
property and equipment of $278,900 (9.91%), in gabd$888,636 (100.00%), in
intangible assets of $574,583 (100.00%) and inréutincome taxes of $511,570
(73.00%), offset by an increase in inventories I#(§624 (13.57%).

The Company'’s current liabilities decreased by $028 (1.83%) as at March 31, 2011

to $7,651,520, compared to $7,794,545 as at MatcH2B10. The decrease in current
liabilities is mainly explained by the increasebank indebtedness of $606,394 (2010 —
Nil), in the current portion of long-term debt ofi(B},835 (64.12%), in income taxes

payable of $7,119 (38.98%) and in future incomesaof $29,909 (134.12%), offset by a

decrease in bank loans of $195,420 (10.78%), inwatds payable and accrued liabilities

of $770,862 (15.70%), in the current portion offiegayable of $225,000 (56.25%).

Long-term liabilities decreased to $1,113,073 asMatrch 31, 2011, compared to
$1,824,128 as at March 31, 2010. The decrease bf,835 (38.98%) in long-term
liabilities results from a decrease in long-ternbtdef $654,889 (40.02%) and in future
income taxes of $56,166 (29.94%).

Total long-term debt decreased to $2,017,870 aMach 31, 2011, compared to

$2,267,924 as at March 31, 2010. The decrease5tf,824 (11.03%) in long-term debt

is mainly explained by the net increase in obligadi under capital leases of $12,276
(2.19%), comprised of new obligations under capitses of $108,680, offset by

reimbursements of obligations under capital lease$96,404, by the net increase in
bank loan of $12,196 (15.80%), mainly explainednkby bank loans of $55,852, offset
by bank loan reimbursements of $43,656, by theedse in a loan to a company under
the control of a former director of $247,676 (38a)Qby the net decrease in a loan from
a company under common control of $83,570 (16.5&4)ainly explained by new loan

from a company under common control of $25,00Geaifby reimbursements of loan to a
company under common control of $108,570, by thdénweease in a loan from majority

shareholder and Chief Executive Officer Georgessbof $58,463, mainly explained by

new loan from majority shareholder of $83,063, eiffy reimbursements of loan to

majority shareholder of $24,600, as well by therdase in various other loans of
approximately $1,743.
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Non-controlling interest

Non-controlling interest decreased to $1,270,00Gtadlarch 31, 2011, compared to
$1,467,700 as at March 31, 2010. The decrease3f, $20 (13.47%) in non-controlling
interest is mainly explained by the redemption afitcontrolling interest preferred shares
of $112,500 and by dividends paid of $85,200.

Shareholders’ deficiency

Shareholders’ deficiency decreased to ($3,431,086)at March 31, 2011, from
($1,573,429) as at March 31, 2010.

Issued and outstanding capital

As of August 11, 2011, the Company has a weightedage of 18,511,455 issued and
outstanding voting participating common sharesadoordance with the Normal Course
Issuer Bid, the Company has cancelled 187,000dsand outstanding shares in its share
capital.

Furthermore, the Company had previously grantedkstptions under the Company’s
stock option plan to the Company’s officers, dioestand employees. The number of
exercisable stock options outstanding as of Auddst2011 is 280,000, at a weighted
average exercise price of $0.26.

The Company has two series of preferred shares ignauthorized to issue an
unlimited number of these shares.

As of August 11, 2011, the Company has not issagcpeeferred shares.

RELATED PARTY TRANSACTIONS
The Company has entered into the following trangastwith related parties:
Company under common control

Until August 1, 2008, the Company leased POS mashirom Saratoga Leasing Inc., a
company owned by the Company’s principal sharemodohel Chief Executive Officer
Georges Durst (leasing contracts were terminateaf dsly 31, 2008). As at March 31,
2011, the Company had loans payable to Saratogsirigeénc. in connection with the
purchase from Saratoga Leasing Inc. of 1,271 PO&himes. These loans generated
accounts payable and accrued liabilities of $5,92310 - $7,572) and an interest
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expense and financing fee of $85,232 for the yeate¢ March 31, 2011 (2010 -
$107,050).

Companies with common directors

The Company leases office space to Saratoga Mdtidlinc., a company related to the

Company’s principal shareholder and Chief Execuiiicer Georges Durst, pursuant to

a ten year lease. During the year period ended Matc 2011, the Company realized

rental income of $9,971 (2010 - $9,456) from swdsk, and, as at March 31, 2011, the
Company had a related account receivable of $22020 - Nil).

The Company leases office space to Maison du Jazz & company related to the
Company’s principal shareholder and Chief Execuf¥icer Georges Durst, pursuant to
a ten year lease. During the year ended March 311,2the Company realized rental
income of $9,480 (2010 - $8,993) from this leased,aas at March 31, 2011, the
Company had a related account receivable of $4Z@00 - $1,523).

As at March 31, 2011, the Company had loans payab&aratoga Multi-Média Inc., a
company related to the Company’s principal shaagrobnd Chief Executive Officer
Georges Durst, resulting in accounts payable amduad liabilities in the amount of
$4,461 (2010 — $4,461), and an interest expen$63632 for the year ended March 31,
2011 (2010 - $62,016).

As at March 31, 2011, the Company had invoices lpayan the normal course of
business to Saratoga Multi-Média Inc., a compargted to the Company’s principal
shareholder and Chief Executive Officer GeorgessDuesulting in accounts payable
and accrued liabilities in the amount of nil (2618359)

Until December 19, 2007, the Company leased offfzaéce from Saratoga Multi-Média
Inc., a company related to the Company’'s princgd@reholder and Chief Executive
Officer Georges Durst, generating accounts payahb accrued liabilities of nil as at
March 31, 2011 (2010 - $1,856).

Each of the transactions described above was eéniate in the normal course of
operations and was measured at the exchange amwainth is the amount of
consideration established and agreed upon by thedeparties. The balances above are
subject to normal terms of trade.

Directors

The Company paid professional fees to the law bfrfeal Seidman S.E.N.C., a firm of
which Donald Seal, a director of the Company, [mener, in the amount of $45,694 for
the year ended March 31, 2011 (2010 — $50,890).

The Company had loans payable to Don Seal, a dire€the Company, as at March 31,
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2011 of nil, compared to loans payable as at M&1h2010 of $150,000, resulting in
accounts payable and accrued liabilities as at M&dg 2011 in the amount of nil (2010
— $1,500), and an interest expense for the yeaeceiharch 31, 2011 of $3,000 (2010 -
$4,500).

The Company paid professional fees to 91040097 €uétx., a firm of which Martin
Fontaine, a director of the Company, is an ownethe amount of $27,000 for the year
ended March 31, 2011 (2010 — Nil).

As at March 31, 2011, the Company had amounts ofandpusiness expenses to Luc
Charlebois, a director of the Company, in the anhofi$645 (2010 — Nil).

During the year ended March 31, 2011, the Compaiy @irector’s fees in the amount
of $18,700 (2010 — $18,000).

Each of these transactions was entered into imdinal course of operations and was
measured at the exchange amount, which is the anobwonsideration established and
agreed to by the related parties. The balanceseadr@vsubject to normal terms of trade.

OUTLOOK

On July 29, 2011, th€ompany announced a proposed management buyots of i
wholly-owned subsidiary Car-Tel. In regards to hempany's ATM business, the
Company deployed approximately 220 ATMs to Ultranmathe last eighteen-month
period, with an anticipated l&dditional ATMs to be deployed this year as Ultrama
expands its number of gas station locations aritiaééfd merchants. Furthermore, the
Company intends to reorganize its ATM selling fonceorder to account for the fact
that it is anticipated that following the completiof the transaction for the sale of
Car-Tel, Car-Tel will manage the ATM business fatheee-month period. The full
impact of this agreement with Ultramar and Car-3etianagement buyout on the
Company’s revenues is expected to be reflectedityyear.

IFRS TRANSITION

The Canadian Accounting Standards Board has coadirthat Canadian GAAP, as used
by publicly accountable enterprises, will be futignverged with International Financial
Reporting Standards (“IFRS”) as issued by the hagonal Accounting Standards
Board. The changeover date is effective for inteaind annual financial reporting for

fiscal year ends beginning on or after January01,12 which for the Company will be

April 1, 2011. IFRS uses a conceptual framewarkilar to Canadian GAAP, but there

are significant differences in recognition, meamert and disclosures which the
Company must address.
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IFRS 1 — Mandatory exceptions and optional exemptiws relevant to the Company

Use of estimates

Retrospective adjustments to accounting judgenmaméstimates are not allowed as part
of the transition to IFRS, unless there is objectvidence that those estimates were in
error.

Business combinations

Three choices are provided for retrospective appba to past business combinations:
(i) apply the standard to all past business contiging; (ii) apply the standard to all past
business combinations after a particular date padhe transition date; or (iii) apply the
standard prospectively to all business combinatiafter the transition date. The
Company expects to elect to apply the standardl tbuginess combinations occurring
after the transition date.

Fair value of property, plant and equipment as deboost

Property and equipment at the transition date camelcorded at either fair value or
carrying value. This option can be applied sejgdydb each asset or class of assets. The
Company currently expects to use the carrying vatube transition date.

Expected IFRS accounting policies

Property, plant and equipment

After the transition date, the Company is requiretjer IAS 16, to choose for each class
of asset whether to use the cost model or thewatiah model. The Company currently
expects to use the cost model for each class @ft.ass addition, the standard also
requires that the Company evaluate, identify anmhisgely record and amortize each
component of an asset that is significant to itsral cost based on the expected life of
each individual component.

Intangible assets

IAS 38 has been substantially converged with CiC#a#tbook Section 3064 — Goodwill
and Intangible Assets, and as such, the Company mateexpect any significant impact
upon transition to this standard.
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Impairment of assets

IAS 36 states that assets should be tested sdpafateimpairment and where the
recoverable amount cannot be estimated for indalidissets, it should be estimated as
part of a cash-generating unit. The Company espistcash generating units under
IFRS to be the same as those under Canadian GARRS uses a one-step process for
testing and measuring impairment of long-lived ess&ather than the two-step method
under Canadian GAAP. IFRS also requires revefsahpairments of long-lived assets
where the adverse circumstances have reversed,thdtiexception of goodwill, where
impairment cannot be reversed. The Company expleetsffects of these changes to be
minimal.

Business combinations

IFRS 3 will generally result in measuring businesmbinations at the fair value of the
acquired business and a prospectively applied #ioifh a parent company conceptual
view of consolidation (which results in the paresdmpany recording book values
attributable to non-controlling interests) to anitgrconceptual view (which results in the
parent company recording fair values attributabte rion-controlling interests).

Measuring business acquisitions at fair value walult in (i) acquisition costs being
expensed; (ii) acquisition created restructuringtedeing expensed; (iii) contingent
consideration, which is accounted for as a findriahility, being measured at fair value
at the time of the acquisition with subsequent geann its fair value being included in
determining the results of operations; and (iv) ng&s in non-controlling ownership
interests subsequent to the parent company’s atgnisf control, and not resulting in

the parent company’s loss of control, being accedifdr as a capital transaction.

Consolidated and separate financial statements

The adoption of IAS 27 will result in a change lire tpresentation and disclosure of non-
controlling interests on the Company's consolidatidancial statements. The

consolidated statements of financial position fref@ to as balance sheets under
Canadian GAAP) will recognize non-controlling irest as a separate component of
equity. Furthermore, the consolidated statemehi®ss and comprehensive loss will

present an attribution of the net loss and comprgikie loss between the Company’s
shareholders and non-controlling interests ratlian treflecting the non-controlling

interests in the results of operations as a dewslucat arriving at net loss and

comprehensive loss.
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IFRS changeover plan

The Company has developed a plan to convert itsatmiated financial statements to
IFRS by establishing a cross-functional implemeatateam led by the Chief Executive
Officer and Chief Financial Officer, which will ceist of internal resources composed by
Company’s management team in accounting, interoafrols and processes, planning,
investor relations, IT and data systems. The ptaludes the use of external consultants
in accounting, taxation and legal. A changeoven debeing established to convert to the
new standards within the allotted timeline and xpeeted to consist of the following
three key project phases:

1. Raise awareness and assessment phase
2. Design phase
3. Implementation phase

Phase 1: Raise awareness and assessment phase

The first phase of the conversion project has ttages: firstly, raising awareness within
the Company and providing an initial assessmernh@flFRS conversion and secondly,
carrying out a detailed assessment of the impattteoonversion to IFRS. The Company
will thoroughly review and analyze accounting orsaliosure differences between
Canadian GAAP and IFRS. During this phase, extezoasultants will assist the project
team. Once differences have been identified thélybeireviewed for potential impacts
on existing accounting policies, information sysseamd business processes. An action
plan will be developed for each impact area.

Phase 2: Design phase

The design phase will build the tools requiredtfa conversion based on management’s
and the audit committee’s decisions about accogntiptions and related disclosures.
During this phase, external consultants will astlii& project team in designing the
changes to the implemented tools relating to adbogiand consolidation processes.

The design phase will also involve revisiting tleenenunication and training strategies to
be carried out during the implementation of IFR3I aipdating the operational and
milestone plans, and maintaining an issues lodHerfinalization of actions to be taken
during the implementation phase.

Phase 3: Implementation phase

The implementation stage is about execution. THeout of the designed changes takes
place during this phase. This phase assures:

» Development of new accounting policies, guideliard consolidation templates;
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 Preparation of the IFRS financial statements alade® disclosures.

All phases are expected to be completed by theoktie first quarter of 2012.

With regard to IFRS transition, the Company hasrdatghly analyzed the optional
exemptions available under IFRS 1 First-time Adaptiof International Financial
Reporting Standards. The decisions about the agtiexemptions available under IFRS
1 are preliminary at this time. The decisions akexgounting policy choices available
under IFRS 1 and other individual IFRS standards v applied and disclosed in the
first quarter 2012 as they are reviewed by the taaedmmittee and finalized by

management.

The following table summarizes the Company’s atési in connection with the

transition to IFRS.

Key activities

Status

Accounting policies
and implementation

Identification of differences in
Canadian GAAP and IFRS

The Company has indentified
differences between accounting

decisions accounting policies; policies under Canadian GAAP
Selection of the Company’s and accounting policy choices
ongoing IFRS policies; under IFRS, both on an ongoing
Selection of the Company’s basis and with respect to certair]
IFRS 1 First-time Adoption of choices available on conversion
International Financial Reportingmade in accordance with IFRS
Standards (“IFRS 1) choices; | The Company will continue
Development of financial to progress towards the
statement format; guantification of the identified
Quantification of effects of differences and choices
change in initial IFRS 1 by the end of first quarter 2012.
disclosures on 2012
financial statements.
Infrastructure Development of IFRS expertise The Company hasigeov
Financial reporting training for key employees and
Expertise stakeholders. Additional training
will be ongoing until full
adoption in 2012.
Infrastructure Development of systems The Company is in the process

Information technology and datd
systems

solution for transition period an
post-convergence period.

danalyzing system requirements
and solutions.

Business activities
Financial covenants

Identification of impact on
financial covenants and
business practices;

Completion of any required
renegotiations / changes by the
first quarter of 2012.

The Company is in the process
of analyzing the contractual
implications of IFRS on any
financing relationships and
other arrangements.

Business activities
Compensation
arrangements

Identification of impact on
compensation arrangements;
Assessment of required
changes by the first quarter
of 2012.

The Company is in the
process of analyzing any
compensation policies that
rely on indicators derived from

the financial statements.
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Key activities Status

Control activities For all accounting policy The Company is in the process
Internal control over changes identified, assessment| of analyzing any issues with
financial reporting of Internal Controls over respect to ICFR.

Financial Reporting (“ICFR")
design and effectiveness;
Implementation of appropriate
changes by the first quarter pf

2012.
Control activities For all accounting policy The Company is in the process |of
Disclosure controls changes identified, assessment| analyzing any issues
and procedures of Disclosure Controls and with respect to DC&P.

Procedures (“DC&P™) design
and effectiveness implications;
Implementation of appropriate
changes by the first quarter

of 2012.

Measurement Uncertainty

The preparation of consolidated financial statesent conformity with Canadian
generally accepted accounting principles requiremagement to make estimates and
assumptions that affect the reported amounts adtassd liabilities and disclosure of
contingent assets and liabilities at the date efdbnsolidated financial statements, and
the reported amounts of revenues and expensegdhameporting period.

Accounts receivable are stated after evaluationtastheir collectability and an
appropriate allowance for doubtful accounts is fteet where considered necessary.

Amortization is based on the estimated useful lnegroperty and equipment and assets
under capital leases.

Management has estimated the value of the invet@sgd upon their assessment of the
realizable amount less selling costs.

The amounts disclosed relating to fair values afclstoptions issued are based on
management’s estimates of expected stock pricdilMylaexpected lives of the options,
expected dividends to be paid by the Company, fresi-interest rates and certain other
assumptions.

The calculation of future income tax is based osuagptions, which are subject to

uncertainty as to timing and which tax rates arpeeted to apply when temporary

differences reverse. Future income tax recordelsis subject to uncertainty regarding
the magnitude of non-capital losses available Bmryéorward and of the balances in

various tax pools as the corporate tax returns ma¢ebeen prepared as of the date of
financial statement preparation.
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By their nature, these estimates are subject tsunement uncertainty, and the effect on
the consolidated financial statements from chaimysach estimates in future years could
be material.

These estimates and assumptions are reviewed maflgdand, as adjustments become
necessary, they are reported in earnings in tHegseimn which they become known.

RISKS AND UNCERTAINTIES

Management determines whether or not informatiométerial based on whether it
believes a reasonable investor’'s decision to bel,0s hold securities in the Company
would likely be influenced or changed if the infation were omitted or misstated.

The Company is subject to various risks and unicgi@a as a result of its operations,
most notably risks related to security and the lok&ey merchants. Risks that could
affect the Company’s profitability are regularlyeittified, measured and supervised. In
order to protect the Company from these varioussyithe Company ensures stringent
security policies and regularly reviews client gants to ensure that merchants are
content.

There is limited historical data available to thenpany upon which it may base an
evaluation of its business and its outlook. Itdamk must be examined based on risks
and uncertainties associated with all companiesadindew emerging markets. Among
the risk factors at play are those related to ttegmessive and unchartered nature of
aspects of the Company’s business itself, to theg@my’s financial situation and to the
challenges facing management to perform under isastagrowth. The ATM segment
generates a positive cash flow and the Companyweldpment efforts to increase the
number of ATMs in its network should not generatg significant incremental overhead
costs.

There is a risk that another more attractive tetdgyocan become available and a new
business model can emerge in connection with theg@oy’s prepaid card business
operated through Car-Tel. In order to mitigate agaithis risk, the Company
continuously seeks to improve its devices and telcyy.

The Company's strategy for capital risk managememas driven by external
requirements from one of its lenders. The cash ftdwhe Company is supported by
revolving operating lines of credit in the aggregamount of $2,000,000 bearing interest
at the Company’s bank's prime rate plus 1% per mniofi which $1,618,000 was used as
at March 31, 2011. The line of credit is securedadyypothec on the universality of all
property and receivables of the Company in the arhofi $1,000,000 and a personal
guarantee for $1,000,000 from the majority shamdrobdf the Company.
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Under this line of credit, the Company must meetate commitments and financial
ratios. The ratios and requirements are monitoredroongoing basis by management
and require a subsidiary of the Company (on a stiané basis) to meet the following
requirements:

e a minimum debt coverage ratio of 1.25to0 1

e a maximum debt to equity ratio of 1.5to 1

e refrain from redeeming any preferred shares withahttining the consent of
the lender

As at March 31, 2011, the Company has not metfalhese requirements. However,
as of March 31, 2011, in order to satisfy the regmients of the lender, the Company
had a verbal agreement with the lender to the etfest the Company shall cease to
redeem the non-controlling interest preferred sharets subsidiary Saratoga ATM. In

addition, the Company’s principal shareholder ahéeCExecutive Officer has agreed to
inject monthly instalments of $25,000 in SaratogelMAfor the purpose of reimbursing

the line of credit owed to the lender, thereby @dg the line of credit available to the

Company on a corresponding basis. As of March B112three of such instalments
have been made. The lender has agreed to renegotittie second quarter of 2012 a
new debt structure that would be more suitabldnéo@ompany’s operations.

Moreover, there is no guarantee that the amountaé@ under the line of credit will be
sufficient to support the future working capitaleds of the Company, or that the
Company would be able, if required, to gain actesslditional working capital.

If the Company decides to pursue new business tppbes, it may require additional
capital which may entail the issuance of sharesthadale of debt and equity securities.
There can be no assurance that the Company wableeto raise the required capital to
pursue such business opportunities. The failurethey Company to raise additional
capital could have a material adverse effect on @Genpany’s business, revenues,
financial position and operating results. The Conymauthorized capital was amended
by the creation of an unlimited number of prefersbédres, without par value, issuable in
series, on such terms as may be determined by éhgp&ny’s Board of Directors for
each series. The primary purpose of creating sudfemped shares is to provide
management with greater flexibility for potentiaitdre financings and other corporate
transactions.

The Company is exposed to a concentration of creskif with the maximum credit risk
exposure for accounts receivable correspondingpeéoctrrying value. As at March 31,
2011, 93.00% of the Company’s income was derivethfits prepaid products business
unit, with approximately 29% of the revenues getegfadfrom two major customers:
Sobey’s Inc. (13%) and Ultramar Corporation (16%@ditionally, the prepaid products
segment acquires its inventories from two majompsieps, which account for 60% of the
segment’s direct costs.

31



The Company’s prepaid products segment and ATM sag@are each consumer product
offerings. Although these products may be viewedaasecessity, they nevertheless
remain items for which demand is subject to flutres in economic conditions.
Consequently, a downturn in economic conditiondctoeduce consumer demand for the
Company’s product offerings, and could have a nedtadverse effect on the Company’s
business, revenues, financial position and opeyagsults.

On July 29, 2011, th€ompany announced that it had entered into an exgneieto sell
Car-Tel to a member of the management of Car-Tred fourchase price of approximately
$1.36 million, to be paid through a combinationcath and the assumption of certain
specified liabilities. However, the closing of thiansaction is subject to a number of
conditions, including the negotiation of final doeentation, and there is no guarantee
that this transaction will be concluded.

CONTINGENCIES

In 2006, former business associates of Car-Telscthr instituted proceedings in the
amount of $1.6 million against Car-Tel for damagesl lost profits due to an alleged
improper use of proprietary technology used toveelprepaid PINs for phone products
and business contracts. The lawsuit is still pem@is at August 11, 2011 and a counter
claim in excess of $1.0 million has been taken regiaihe plaintiffs. In the opinion of
management, the likelihood of success of the claifow and the amount recoverable
pursuant to the claim is difficult to assess; hogvgvthe Company has submitted a
settlement offer to the former business assocaates as a result, a provision of $30,000
has been reflected in the financial statemente@flompany.

INFORMATION COMMUNICATION CONTROLS AND
PROCEDURES

Disclosure controls and procedures (“DC&P”) areemited to provide reasonable

assurance that information required to be disclaseécorded, processed, summarized
and reported within the time periods specified Bcuwsities regulations and that

information required to be disclosed is accumulated communicated to management.
Internal controls over financial reporting (“ICFR&re intended to provide reasonable
assurance regarding the reliability of financigdoging and the preparation of financial

statements for external purposes in accordance@dttadian GAAP.

TSX Venture Exchange-listed companies are not reduio provide representations in
their annual and interim filings relating to theaddishment and maintenance of DC&P
and ICFR, as defined in National Instrument 52-18%articular, the certifying officers
do not make any representations relating to thabkshment and maintenance of (a)
controls and other procedures designed to proedsanable assurance that information
required to be disclosed by the issuer in its ahfiliegs, interim filings or other reports
filed or submitted under securities legislationrésorded, processed, summarized and
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reported within the time periods specified in sé®s legislation, and (b) a process to
provide reasonable assurance regarding the réfjalof financial reporting and the
preparation of financial statements for externajppsaes in accordance with the issuer’s
GAAP.

The issuer’s certifying officers are responsibledasuring that processes are in place to
provide them with sufficient knowledge to suppr representations they are making in
their certificates regarding absence of misreprasiems and fair disclosure of financial
information. Investors should be aware that inherégmitations on the ability of
certifying officers of a TSX Venture Exchange-ligtissuer to design and implement on a
cost effective basis DC&P and ICFR as defined itidwal Instrument 52-109 may result
in additional risks to the quality, reliability,amsparency and timeliness of interim and
annual filings and other reports provided undeusges legislation.

FORWARD-LOOKING STATEMENTS

This report release contains certain forward-logkstatements concerning our future
operations, economic performance and financial itimmd These statements are based on
certain assumptions and analyses made by us in 6§hour experience and our
perception of historical trends, current conditi@msl expected future developments, as
well as other factors we believe are appropriathécircumstances. However, whether
actual results and developments will conform to empectations and predictions is
subject to a number of risks, uncertainties andiaptions. Consequently, all of the
forward-looking statements in this report are diedi by these cautionary statements.
We undertake no obligation and do not intend toatgar revise any forward-looking
statements, whether as a result of new informafigye events or otherwise, except as
may be required under applicable law.

This MD&A was prepared on Augugiil], 2011. Additional information about the
Company is available under the Company'’s profilelenSEDAR website.

(signed)Georges A. Durst (signed)Richard Vallée C.A., ICD.D
Chief Executive Officer Chief Financial Officer
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MANAGEMENT’'S RESPONSIBILITY FOR FINANCIAL REPORTING

Management is responsible for the preparation aeseptation of the accompanying
consolidated financial statements, including respmlity for significant accounting

judgments and estimates in accordance with Canapinarally accepted accounting
principles and ensuring that all information in tManagement Discussion and
Analysis ("MD&A") is consistent with the statement3his responsibility includes
selecting appropriate accounting principles and hoat, and making decisions
affecting the measurement of transactions in whigjective judgment is required.

In discharging its responsibility for the integrignd fairness of the consolidated
financial statements, management designs and rranthe necessary accounting
systems and related internal controls to providsaaable assurance that transactions
are authorized, assets are safeguarded and fihamoieds are properly maintained to
provide reliable information for the preparationfiofancial statements.

The Board of Directors ("Board") and Audit Commét€Committee") are composed
primarily of Directors who are neither managememt @mployees of the Company.
The Board is responsible for overseeing managenrerithe performance of its
financial reporting responsibilities, and for apprng the financial information

included in the annual report. The Committee hasrésponsibility of meeting with
management and with the external auditors to dsstlus internal controls over the
financial reporting process, auditing matters amdhrfcial reporting issues. The
Committee is also responsible for recommendingajy@ointment of the Company's
external auditors.

MNP seNcRry, srl, an independent firm of Chartered Accountaistappointed by the
shareholders to audit the consolidated financékstents and report directly to them;
their report follows. The external auditors hawd &ind free access to, and meet
periodically and separately with, both the Comneitd@d management to discuss their
audit findings.

August[11], 2011

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

8302421.2
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