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Interim Consolidated Financial Statements
(Unaudited)

March 31, 2009

(expressed in Canadian dollars)



Redknee Solutions Inc.
Interim Consolidated Balance Sheet
(Unaudited)

(expressed in Canadian dollars)

Assets

Current asset:

Cash and cash equivale

Shor-term investmen

Trade iccountsand otherreceivablis

Unbilled revenu

Investment tax credits and income taxes recei

Prepaid expens
Goods in trans

Restricted casl (note 7
Property and equipmen
Intangible asset

Other asset:

Liabilities
Current liabilities
Accounts payab
Accrued liabilitie:
Income taxes payal

Deferred revent
Current portion of obligations under capital lee

Shareholders’ Equity

Share capital,net of employee share purchase I
Contributed surplus

Deficit

Accumulated other comprehensive losnet of income taxe

Total deficit and accumulated other comprehensive lo

Guarantees and contingencie (note7)
Approved by the Board of Directors

(signed) “Jim Pelot” Director

March 31, September 3|
2009 2008
$ $
11,074,77 15,242,60
9,094,19; 56,36:
11,964,46 11,192,18
3,150,522 6,060,45;
650,001 600,00
749,78 1,066,58
528,68 325,71t
37,212,38 34,543,90
656,66 409,91¢
693,99¢ 580,05:
1,275,611 1,388,76.
565,59 528,29«
40,404,22 37,450,93
1,385,033 2,172,26:
7,617,854 8,678,53!
2,685,8'8 2,100,78!
5,851,756 5,084,28
- 61¢
17,54058C 18,036,49
40,263,43 39,686,70
4,216,101 4,410,67
(21,404,92) (24,471,98¢
(210,959 (210,959
(21,615,88) (24,682,94F
22,86364:¢ 19,414,43
40,404,22 37,450,93
(signed) “Lucas Skoczkowski” Directol




Redknee Solutions Inc.

Interim Consolidated Statement of Operations

(Unaudited)

(expressed in Canadian dollars)

Revenue¢
Software, services and otl
Suppor

Cost of revenut
Gross profit

Operating expense

Selling and marketir

General and administrati

Research and development (not

Amortization of property and equipment ¢
intangible asse

Foreign currency exchange (gain) |

Income (loss) from operation

Interest incom
Interest expen:

Income (loss) before income tax

Income taxes
Curren

Net income (loss) for the perio

Net income (loss) per common sha
(note 2

Basic

Diluted

Weighted average number of commo
shares(note 2

Basic

Diluted

Three months ende:

Six months endec

March 31, March 31,

200¢ 200¢ 200¢ 200¢

$ $ $ $
7,935,233 9,127,66 17,333,76 17,346,907
5,814,81 3,482,72 10,633,38 6,741,232
13,750,05 12,610,39 27,967,15 24,088,13
2,922,27. 3,644,07. 6,292,20. 7,386,091
10,827,77 8,966,32; 21,674,94 16,702,04
3,895,25! 4,334,48 8,275,20. 8,111,07.
2,611,32 2,225,23! 4.,981,46. 4.,839,55
3,316,52 3,239,86! 6,659,86. 6,521,13
119,89. 64,41 312,12¢ 127,09
417,09¢ (1,818,404 (2,220,86C (1,709,004
10,360,10 8,045,59. 18,007,79 17,889,84
467,65 920,72¢ 3,667,14 (1,187,798
15,70" 133,42. 40,78 334,20t
(2,170 (10,595 (4,199 (9,592
481,21 1,043,55! 3,703,73. (863,182
275,26: 300,69 636,67" 592,37!
205,95: 742 .86: 3,067,05: (1,455,557
0.0C 0.01 0.0t (0.03

0.0C 0.01 0.0t (0.03
56,880,82 56,318,90 56,809,15 56,318,90
57,210,822 57,203,90 57,210,822 57,203,90



Redknee Solutions Inc.

Interim Consolidated Statement of Comprehensiverre (Loss)

(Unaudited)

(expressed in Canadian dollars)

Net income (os¢) for the period

Other comprehensive incom, net of
income taxe
Foreign currency translatic
adjustmer

Comprehensiveincome (osg) for the
period

Three months ende

Six months endet

March 31, March 31,

200¢ 200¢ 200¢ 200¢

$ $ $ $
205,941 742 .86: 3,067,05: (1,455,557
205,91 742 ,86: 3,067,05: (1,455,557




Redknee Solutions Inc.

Interim Consolidated Statement of Shareholders’itigqu
(Unaudited)

For the six months ended March 31,

(expressed in Canadian dollars)

200¢
Employee Accumulated
Share capital share other Total
purchase Contributed comprehensive shareholders’
Number Amount loans surplus Deficit loss equity
$ $ $ $
Balance- September 30, 201 58,350,62 40,663,82' (977,128 4,410,67 (24,471,98¢€ (210,959 19,414,43
Stock-based compensati (note ?) - - - 323,12¢ - - 323,12¢
Net incom«for the periol - - - - 3,067,05: - 3,067,05:
Collection of imployee share purcha
loans - - 59,02¢ - - - 59,02¢
Restricted share units vested ¢
exercisec 43(,000 517,70( - (517,700 - - -
Balance- March 31, 200 58,78(,62€ 41,181,52' (918,099 4,216,10 (21,404,92¢ (210,959 22,863,64
200¢
Employee Accumulated
Share capital share other Total
purchase Contributed comprehensive shareholders
Number Amount loans surplus Deficit loss equity
$ $ $ $
Balance- September 30, 201 58,350,62 40,663,82' (895,531 3,520,83! (20,060,782 (210,959 23,017,39
Stock-based compenson (note ) - - - 477,59¢ - - 477,59¢
Loss for the peric - - - - (1,455,557 - (1,455,557
Employee share purchase lo - - (86,317 (9,910 - - (96,227
Balance- March 31, 200 58,350,62 40,663,82' (981,848 3,988,52. (21,516,33¢ (210,959 21,943,20




Redknee Solutions Inc.

Interim Consolidated Statement of Cash Flows

(Unaudited)

(expressed in Canadian dollars)

Cash provided by (used in

Operating activities

Net income (loss) for the peri

Items not involving cas
Amortization of property and equipm
Amortization of intangible asst
Unrealized foreign currency exchange (
Stocl-based compensation (note

Change in nc-cash operating working capit
(note 5)

Financing activities
Collection of employee loa
Repayment of obligations under capital le

Investing activities

(Purchase of) proceeds from sl-term investmen

Purchase of property and equipn

(Increase) decrease in other as

Loan to Argent Networks PTY Lt

Collection of loan from Argent Networks PTY L

Increase in restricted ce

Acquisition of Argent Networks PT Ltd., net of
cash acquire

Effect of foreign currency exchange rate
changes on cash and cash equivale

Increase (decrease) in cash and ca
equivalents during the perioc

Cash and cash equivalent- Beginning of
period

Cash and castequivalents- End of period

Supplemental cash flow informatior

Interest pai

Interest receive

Cash taxes/investment tcredits received, net (
income taxes pa

Three months ende

Six months ende

March 31, March 31,

200¢ 200¢ 200¢ 200¢

$ $ $ $
205,95: 742 ,86: 3,067,05! (1,455,557
82,10( 64,417 198,99¢ 127,09
37,79: - 113,13( -

’ i 1 / 1 1 1 1

930,918 1,404,957 3,448,008 1,451,991
134885 274,09¢ 323,12 477,59:
(2,876,365 (119,099 3,954,95! (3,942,941
(3,346,55¢ (442,679 4,209,26! (6,245,80C
41,37¢ - 59,02¢ -

- (10,036 (619 (25,087

41,37¢ (10,036 58,41( (25,087
(4,527,233 3,267,23. (9,037,83¢ 7,401,09.
(174,047 (109,862 (312,945 (176,205
10,67: 201,51¢ (37,234 (358,151

. - - (529,463

- 526,75¢ - 526,75¢
(245,524 (379,186 (246,765 (379,186

- (1,084,25E - (1,084,25E
(4,936,133 2,422,19 (9,634,77¢ 5,400,58!
17,33« 571,15( 1,199,28. 621,00(
(8,223,97¢€ 2,540,63: (4,167,828 (249,299
19,298,75 6,137,83! 15,242,60 8,927,771
11,074,77 8,678,47. 11,074,77 8,678,47.
2,16¢ 8,58¢ 4,19¢ 9,592
15,70¢ 131,41¢ 40,78: 334,20t
53,75 - 226,93 -



Nature of operations

Redknee Solutions Inc. (the Company) was incorpdrat Canada on November 1, 2006. Pursuant to an
amalgamation agreement dated February 15, 200°A(ttagamation Agreement) among the Company;
Redknee Inc. (Redknee), a company under commomatevith the Company; and 2117580 Ontario Inc., a
wholly owned subsidiary of the Company. Redknee 217580 Ontario Inc. were amalgamated to form a
successor company, Redknee Inc., as a wholly osulesidiary of the Company. The above transaction is
considered to be among companies under commonotamial the interim consolidated financial stateraeft
the Company reflect the amalgamation as if the @nigs had always been amalgamated.

The Company’s software products allow its wirelietscommunications network operator customers tenek
and enhance their capabilities and service offerirgabling them to create new revenue streamsghrihe
introduction of network-based services, includia$i and subscriber management, multimedia messaging
information services and location aware serviaesddition, the Company’s software products alsoage
and analyze, in real-time, complex and criticalvoek operations, such as service provisioning, ngtw
management and customer care, as well as proviitime rating, charging and billing.

Summary of significant accounting policies

a) Basis of presentation

These unaudited interim consolidated financiakestents have been prepared in accordance with

Canadian generally accepted accounting princi3@sAP) and have been prepared on a basis consistent

with the audited consolidated financial statemémtshe period ended September 30, 2008, except as
described below. Certain of the prior period’s anmtethave been reclassified to conform with theemntrr
period’s presentation.

The preparation of these interim consolidated fimrstatements requires management to make
assumptions and estimates that affect the figuitsnihese interim consolidated financial statetaeand
notes. Actual results could differ significantlyfn those assumptions and estimates. Furthermare, th
operating results for the interim periods presemrednot necessarily indicative of the resultscimdited
for the full year. In the opinion of managemenggh interim consolidated financial statements cefle
adjustments necessary to state fairly the resoitshe periods presented.

b) Principle of consolidation

The interim consolidated financial statements idelthe financial statements of the Company, Redknee
and its wholly owned subsidiary companies, of whileh principal subsidiaries are Redknee (Irelartd),L
Redknee (Germany) GmbH, Redknee (UK) Ltd., Redkh#e) FZ-LLC (Dubai), Redknee (US) Ltd. and
Redknee (India) Technologies Pvt. Ltd. All sigréfit intercompany balances and transactions have bee
eliminated on consolidation. The Company does agelany entities to be consolidated under The
Canadian Institute of Chartered Accountants’ (Cl@&gounting Guideline 15, Consolidation of variable
interest entities.

(1)



c)

d)

Changes in accounting policies

Financial statement presentation

In April 2007, CICA Accounting Standards Board amet Handbook Section 1400, General Standards of

Financial Statement Presentation. These amendmreEnise management to disclose any uncertainties
that cast significant doubt on the entity’s abitibycontinue as a going concern. In assessing whdik
going concern assumption is appropriate, managemasit take into account all available information
about the future, which is at least, but is noitkah to, 12 months from the balance sheet date. The
standard is effective for years beginning on agrafanuary 1, 2008. The Company adopted this sténda
on October 1, 2008 and it did not have an impadherinterim consolidated financial statements.

Goodwill and other intangible assets

In February 2008, the CICA issued Handbook Se@sv, Goodwill and Intangible Assets, which
replaces Handbook Sections 3062, Goodwill and Qtitengible Assets and 3450, Research and
Development Costs. This standard establishes éinelatds for the recognition, measurement and
disclosure of goodwill and intangible assets. Tlaadard becomes effective for years beginning on or
after October 1, 2008. The Company adopted thrslsta on October 1, 2008 and it did not have an
impact on the interim consolidated financial stegats.

Future changes in accounting standards
International Financing Reporting Standards

In February 2008, the Canadian Accounting Standaodsd confirmed that the use of International
Financial Reporting Standards (IFRS) will be regdifor fiscal years beginning on or after January 1
2011 for publicly accountable profit-oriented eptéses. IFRS will replace current Canadian GAAP.
Companies will be required to provide comparati@$ information for the previous fiscal year. The
Company is currently evaluating the impact of ad@ptFRS on its consolidated financial statements.

New accounting standard

In January 2009, the CICA issued Handbook: Sed&82, Business Combinations; Section 1601,
Consolidated Financial Statements; and Section,1808-controlling Interests. These sections replace
the former Handbook Section 1581, Business Combimsitand Handbook Section 1600, Consolidated
Financial Statements, and establish a new seatioaictounting for a non-controlling interest in a
subsidiary. Handbook Section 1582 is effectivebiosiness combinations for which the acquisitiore dsit
on or after the beginning of the first annual réipgrperiod beginning on or after January 1, 2011.
Handbook Sections 1601 and 1602 apply to interichaamual consolidated financial statements relating
to years beginning on or after January 1, 2011.ddmpany is currently assessing the effect these
standards may have on the Company'’s results ohtipes and consolidated financial position.

(2)



Net income (loss) per common share

As a result of the loss for the three and six mgmiided March 31, 2008, all potentially dilutivesdies,
being stock options, unvested restricted share amitl shares issued under the share purchaseoplahi€h
loans were given totalling 8,132,514 shares wensidered anti-dilutive.

For the three and six months ended March 31, 20@%iluted weighted average shares outstandingdac
unvested restricted share units. Shares relatiogtsianding employee share purchase loans anoditsg
stock options in the amount of 9,960,505 shares baen excluded because the impact would be dntivei.

A reconciliation of the number of shares used tmppses of calculating basic and diluted incomss{i@er
share is as follows:

Three months endet Six months ende(
March 31, March 31,
200¢ 200¢ 200¢ 200¢

Weighted average number
shares outstandi 58,780,62 58,350,62 58,708,95 58,350,62

Less: Shares associated w
outstanding share purchase

loans 1,899,80. 2,031,71 1,899,800 2,031,711
Basic weighte@verage number

shares outstandi 56,880,82 56,318,90 56,809,15 56,318,90
Add: Unvested restricted she

units 330,00( 885,00( 401,66 885,00(

Diluted weighted average sha
outstandin 57,210,82 57,203,90 57,210,82 57,203,90

©)



Stock-based compensation

During the six months ended March 31, 2009, 2,581 (2008 - 874,500) stock options, with a weiglfted
value of $0.27 (2008 - $0.49) per common sharbeatlate of grant, were issued to employees. Thedhie
of the stock options was determined using a Bladke&s option pricing model with the following
assumptions:

200¢ 200¢
Risk free interest ra 3.70% 4.C1%
Expected volatilit 79.85% 67.53%
Expected lifi 7 year: 7 year:
Expected dividenc $nil $nil

The stock-based compensation expense during tiedpeas $220,823 (2008 - $340,419) relating to the
Company’s stock options.

The Company also recorded a stock-based compemsagense of $102,300 (2008 - $137,175) relatirtheo
Company'’s restricted share plan. No restrictedeshaere granted during the period, as the plancaaselled
in November 2006.

Research and development expenses

During the three and six months ended March 31rgkearch and development expenses were as follows:

Three months endet Six months ende(
March 31, March 31,
200¢ 200¢ 200¢ 200¢
$ $ $ $

Gross research and developm
expense 3,341,522 3,289, 86! 6,709,86. 6,621,13

Less: Investment ti credits

recognize 25,00( 50,00( 50,00( 100,00(
3,316,52 3,239,6C 6,659,86: 6,521,13

In 2008 and 2009, the Company continued to eanesiment tax credits related to research and deweop
expenses. However, due to the Company’s past sse$o the majority of the credits were not afforasset
recognition in the interim consolidated balancesthe
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Change in non-cash operating working capital

Trade iccountsand othereceivabls

Unbilled revenu

Investment tax credits and income t¢
receivabli

Prepaid expens

Accounts payab

Accrued liabilitie:

Deferred revent

Income taxes payal

Goods in trans

Segmented reporting

Three months ende

Six months ende(

March 31, March 31,

200¢ 200¢ 200¢ 200¢

$ $ $ $
(1,894,28) 2,081,31. 743,57 (3,925,89)
2,875,16. (2,706,142 3,762,04. (1,989,596
(25,000 (50,000 (50,000 (100,000
317,96: 27,39¢ 316,78t 197,75:
343,52. 122,26¢ (894,071 (647,222
(2,412,36) 676,17. (832,796 1,775,52.
(1,895,76)) (859,159 767,50 126,13
(21,409 458,60 344,82¢ 616,84
(164188 130,44 (202,912 3,52
(2,876,36) (119,099 3,954,95: (3,942,94)

The Company reviewed its operations and deterntimatdit operates in a single reportable operategyent,
the telecommunications software market. The sirgpertable operating segment derives its reverara the
sale of software products and related servicehanmdivare. The following information provides thquged

enterprise-wide disclosures.

The Company’s revenue for the three and six mosrtlded March 31 by geographic area is as follows:

Europe, Middle East and Afri
America:
Asia and Pacific Rit

Three months endet

Six months ende(

March 31, March 31,

200¢ 200¢ 200¢ 200¢

$ $ $ $
4,359,99: 4.,615,49. 8,595,65! 9,298,75!
5,949,2{7 4,78806¢ 13,728,64 9,61610¢%
3,440,77 3,206,83. 5,642,80 5,173,27
13,750,(5C 12,61039¢ 27,967,5C 24,08813¢

®)



Revenue is attributed to geographic locations baseditie location of the external customer. Salkded to

Canadian customers were $52,326 and $769,031 ¢orad22009 and 2008, respectively.

Three months endet

Six months ende(

March 31, March 31,
200¢ 200¢ 200¢ 200¢
$ $ $ $
Revenue by tyf
Software and servic 7,647,041 7,893,58. 16,680,27 15,751,66
Third party softwar andhardware 288,1¢3 1,234,08 653,49¢ 1,595,25
Suppor 5,814,81 3,482,72! 10,633,38 6,741,23.
13,750,05 12,610,39 27,967,15 24,088,13
The Company’s property and equipment by geogragtea are as follows:
March 31, September 3C
2009 2008
$ $
Australic 6,30z -
Canad 605,93: 460,56
Ireland/United Kingdor 65,13 95,68(
India 14,79: 7,82¢
Othel 1,84( 15,97t
693,99¢ 580,05.

In the period ended March 31, 2009, one custommuanted for approximately 27% of revenue (March 31,
2008 - one customer accounted for 14%).

Guarantees and contingencies

a) Letters of credit

As at March 31, 2009, the Company had outstanditigrk of credit of $656,685 (September 30, 2008 -
$409,919) relating to customer contracts, whichsaired by restricted cash in the consolidatezhioal
sheet.

b) Line of credit
As at March 31, 2009, the Company has a credilitiaerith Export Development Corporation for up to
an aggregate principal amount of US$10,000,008s$ist in financing one or more foreign acquisgion

related working capital. A commitment fee is pagabdjual to 1% per annum of all amounts that have
been allocated but not drawn. As at March 31, 268 were no allocations or amounts drawn.
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c) Guarantees

The Company has provided routine indemnificatiangst customers against liability if the Company’s
products infringe on a third party’s intellectuabperty rights. The maximum exposure from these
indemnifications cannot be reasonably estimatedoime cases, the Company has recourse against other
parties to mitigate its risk of loss from theserguees. The Company has never been called torpeit®
obligations under these indemnifications and then@any is not subject to any pending litigationhiade
matters.

d) Litigation and claims

The Company is involved in certain claims and ditign arising out of the ordinary course and cohdfic
business. Management assesses such claims aodsidflered likely to result in a loss and, when the
amount of the loss is quantifiable, provisionslass are made, based on management’s assessnieat of
most likely outcome. Management does not providarg for which the outcome is not determinable or
claims where the amount of the loss cannot be neddyp estimated. Any settlements or awards under
such claims are provided for when reasonably detedote. The Company is not currently a party to, or
has any of its property as the subject of, legat@edings, which would be material to the Company’s
financial
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