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The following provides management’s discussion andlysis (“MD&A”) of Redknee Solutions
Inc.’s (the “Company”) consolidated results of gems and financial condition. This discussion
should be read in conjunction with the Company’asabidated quarterly financial statements and
accompanying notes for the first quarter of fise@09 which ended on December 31, 2008. The
financial statements have been prepared in accoedaith Canadian generally accepted accounting
principles (“GAAP”) and are reported in Canadiatiats. The information contained herein is dated
as of December 31, 2008 and is current to that datess otherwise stated.

The Company’s fiscal year commences OctoBSeofleach year and ends on Septembét@the
following year. The Company’s current fiscal yeahich ends on September 30, 2009, is referred to
as the “current fiscal year,” “fiscal 2009”, “20Q93r using similar words. The previous fiscal year,
which ended on September 30, 2008, is referrex$ tiprevious fiscal year,” “fiscal 2008,” “2008”,
or using similar words.

In this document, “we”, “us”, “our”, “Company” antRedknee” all refer to Redknee Solutions Inc.
collectively with its subsidiaries. The contenttbfs MD&A has been approved by the Board of
Directors, on the recommendation of its Audit Comted.

Additional information relating to the Company inding our most recently completed Annual
Information Form (“AIF”), is available on SEDAR atww.sedar.comand on the Company’s web-
site atwww.redknee.com

FORWARD-LOOKING STATEMENTS

Certain statements in this MD&A which are not higtal facts may constitute forward-looking
statements or forward-looking information withinethmeaning of applicable securities laws
(“forward-looking statements”). Any statements tethto Redknee’s projected revenues, earnings,
growth rates, revenue mix, staffing and resouraed, product plans are forward looking statements
as are any statements relating to future eventslittons or circumstances. The use of terms such as
“believes”, “anticipated”, “expected”, “projected™targeting”, “estimate”, “intend” and similar
terms are intended to assist in identification loése forward-looking statements. Readers are
cautioned not to place undue reliance upon any $oishard-looking statements. Such forward-
looking statements are not promises or guarantefesure performance and involve both known and
unknown risks and uncertainties that may causeatteal results, performance, achievements or
developments of Redknee to differ materially frohe tresults, performance, achievements or
developments expressed or implied by such forwaoltthg statements.

Forward-looking statements are based on managesmantent plans, estimates, projections, beliefs
and opinions. Except as required by law, Redknses chot undertake any obligation to update
forward-looking statements should assumptionsedl#d these plans, estimates, projections, beliefs
and opinions change.

Many factors could cause the actual results of Reekto differ materially from the results,

performance, achievements or developments expressednplied by such forward-looking
statements, including, without limitation, eachtleé following factors, which are further discussed
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in the section of the Company’s AIF entitled Riskctors. These factors include but are not limited
to:
= The Company’'s revenues may fluctuate from quadeguarter and year to year depending
upon sales cycles, customer demand and the tinfiogstomer order purchase decisions;

= The Company’s gross margins may fluctuate fromagaketo period depending upon a variety
of factors including product mix in the quarterpguetitive pricing pressures and the level of
sales generated through indirect channels;

= The Company faces intense competition in marketsrgvthere are typically several different
competing technologies and rapid technological gean

= The Company’s growth is dependent on the developmiethe market for communications
billing software and the decisions of the Compartgigiet customers to deploy and further
invest in those technologies which decisions maynqgacted upon by changing economic
and industry conditions;

= The majority of the Company’s expenses are dendetnia Canadian dollars while its sales
are generally denominated in U.S. dollars or Eufti® Company’s earnings are impacted by
fluctuations in the exchange rates between thedeotrer currencies in which the Company
trades;

= The introduction and sale of new products by thenGany may impact the timing of revenue
recognition which could raise greater revenue €latbns from quarter to quarter than has
been experienced historically;

= The Company is exposed to credit risk related tmawts receivable from customers and
amounts owing from channel partners and other thadies that the Company engages in
business with. Third parties may default on theiligations to the Company due to
bankruptcy, lack of liquidity, operational failuce other reasons. A prolonged deterioration
in economic conditions could increase and exacertat foregoing risk and could materially
adversely affect the Company and

= The current economic conditions and the availabiit credit may negatively impact the
Company's customers and/or suppliers.

EXECUTIVE OVERVIEW

About the Company

Redknee markets, develops and licenses infrasteucoftware and provides related professional
services for mobile communications service pro\adaternationally. The Company’s core products
and services provide solutions for monetizing ttedue of events and transactions in mobile
communications networks on a real-time basis and personalizing communications service
offerings for mobile subscribers. Redknee’s sohgiare designed to assist mobile communications
service providers to price, bill and charge in #@ake for all services and multi-media content, ihi
managing subscribers’ preferences and privacy.
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Redknee’s solutions to enable mobile communicatg@rgice providers to segment their subscriber
base, create bundles of voice, data and contevitesrand price such services based on their value
and context. The solutions also enable new netwaded value added service offerings, thereby
extending and enhancing the service providerstioifis and business capabilities.

Currently over 70 network operators, which inclutene of the world’s leading mobile network
providers, have licensed Redknee’s software predamtoss more than 50 countries.

The Company classifies its operations in three rgamgraphic areas:

> APAC - Asia Pacific
> Americas — primarily North America and the Caribbead,
> EMEA — Europe, the Middle East and Africa.

Over the past five years, Redknee has made signifiprogress in several key areas. The
Company’s revenue grew from $21.8 million in fis@)03 to $50.7 million in fiscal 2008, a
compound annual growth rate of 18%. This growth hemulted from Redknee’s expansion of
operations from Europe, Canada and the United StateAmerica to include Asia Pacific, the
Caribbean, Africa and the Middle East. Redkneeguggnented its suite of technologies to enhance
the end-to-end subscriber experience for communitaRedknee’s commitment to Research and
Development (“R&D”) to maintain its position as aykindustry innovator in the real-time OSS/BSS
software space has been demonstrated by 10 isstents 50 pending applications and six further
patent applications which are at various stagésefrant/issuance process.

Commencing in 2003, Redknee set up legal entilesec to its customers in the United Kingdom,
Germany, India and Dubai. In 2004, Redknee opergddlal support and operations center in Pune,
India.

In February 2007, the Company listed its securttieshe Alternative Investment Market (“AIM”) of
the London Stock Exchange. Redknee raised graseeds of $39.9 million (£17.5 million), ($34.8
million net of expenses) through the placing of706,000 of the Company’s common shares at 105
pence each, undertaken by Canaccord Adams Limisetlaninated Advisor and Broker. The
placing was well received by institutional investan the United Kingdom, Europe and North
America. Immediately following the share offeringedknee repaid the balance of a USD10.0
million debt facility provided by HSBC and MMV Finaial in June 2005.

Redknee’s admission to AIM enabled the Companymalement a disciplined growth strategy. The
ability to develop the existing client base whilddang new customers is central to the Company’s
success.

In February 2008, Redknee completed its first agitian - the revenue assurance, interconnect and
content settlement software solution and operatyoap of Argent Networks Pty Limited (Argent).
InBill, as the software is branded, services oeardperators from offices in Australia and the Bdit
States of America. The acquisition provides opputiees to cross-sell and up-sell existing Redknee
products and services into these accounts, asasalip-sell InBill products to Redknee’s existing
customers.
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The Company established a credit facility with EOGr up to an aggregate amount of
US$10,000,000, to assist in financing (i) one omrenacquisitions or (ii) working capital. As at
December 31, 2008, there were no allocations owatsalrawn under the facility.

To improve liquidity and create a retail subscribase, on October 21, 2008, Redknee’s common
shares were approved for listing on the TorontalStexchange (“TSX”) and, on October 22, 2008,
the shares began trading under the symbol “RKNhe Tompany continues to be listed on AIM
under the same symbol. As part of this process,Gbmpany removed its mutual fund company
status.

On February 11, 2009, the Company sought and wastegt approval from the AIM Exchange of
the London Stock Exchange to cancel the listinghef Company’s Common Shares on the AIM
market with effect from 7:00 a.m. GMT on Friday, tdia 13, 2009. The last trading day on AIM of
the Common Shares will therefore be Thursday, Mag;2009.

This decision follows a review of the AIM listingybthe Company's Board of Directors (the
"Board"). In coming to its conclusions, the Boaahsidered in particular that the Company has a
predominately Canadian resident shareholder bagisied on the Toronto Stock Exchange (“TSX”)
and has experienced a low level of liquidity inpest of its Common Shares. These factors, together
with the additional financial, regulatory and maeagnt burdens of maintaining an AIM listing, led
the Board to conclude that the cancellation iheliest interests of the Company as a whole.

SELECTED CONSOLIDATED FINANCIAL INFORMATION

The following table displays selected consoliddiadncial information for the three-month period
ended December 31, 2008 and December 31, 2007cteghe which has been derived from the
unaudited consolidated interim financial statememd accompanying notes. Each investor should
read the following information in conjunction withose statements and related notes. The financial
information for the three months ended December 228 and December 31, 2007 has been
prepared by management in accordance with Can&#eikP in a manner consistent with its annual
financial statements.
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Consolidated Statement of Operations Three M onths Ended

(all amounts in thousands, except per share December 31,

amounts)

(unaudited) 2008 2007 $ Change % Change

Revenue

Software and services $9,398 $8,219 $1,179 14%

Support and Subscriptions 4,819 3,259 1,560 48%
14,217 11,478 2,739 24%

Cost of revenue 3,370 3,742 (372) -10%

Gross profit 10,847 7,736 3,111 40%

Operating expenses

Selling and marketing 4,380 3,777 603 16%
General and administrative 2,370 2,614 (244) -9%
Research and development 3,344 3,281 63 2%
Amortization of property, equipment and 192 63 129 205%
intangible
Foreign exchange loss (gain) (2,638) 109 (2,747) -2,520%
7,648 9,844 (2,196) -22%
Income (Loss) from operations 3,199 (2,108) 5,307 252%
Interest income 25 203 (178) -88%
Interest expense (2) (1) (2) 100%
Income (Loss) beforeincome taxes 3,222 (1,906) 5,128 269%
Income taxes 361 292 69 24%
Income (Loss) for the period $2,861 $(2,198) $5,059 230%

Income (Loss) per Common Share

Basic $0.05 $(0.04) 0.09 225%
Diluted $0.05 $(0.04) 0.09 225%
Weighted average number of common shares

Basic (thousands) 56,644 56,329 315 1%
Diluted (thousands) 57,111 56,329 782 1%
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Asat Asat

Balance Sheet Data December September

31, 30,
2008 2008 $ Change % Change
Cash and Cash Equivalents $ 19,299 $15,243 $ 4,056 27%
Short-Term Investments $ 4,567 $ 56 584, 8,055%
Total Assets $ 43,989 $ 37,451 $ 6,538 17%
Accounts Payable and Accrued Liabilities $11,293 $ 10,851 $ 442 4%
Long-Term Debt and Other obligations $ - $ - $ - 0%
Shareholders’ Equity $ 22,481 $ 19,414 $ 3,067 16%

CURRENT PERIOD OPERATING RESULTS
Revenue

The following tables set forth the Company’s reve@nby type and as a percentage of total revenue
for the periods indicated:

- Three M onths Ended
$Cdn Millions December 31,
(unaudited) 2008 2007 $ Change % Change
Software & Services 9.0 7.8 1.2 15%
Third Party Software & Hardware 0.4 0.4 - 0%
Support and Subscription 4.8 3.3 1.6 48%
Total 14.2 115 2.7 24%
Per centage of Total Revenue Three M onths Ended
December 31,
2008 2007
Software & Services 63% 68%
Third Party Software & Hardware 3% 3%
Support and Subscription 34% 29%
Total 100% 100%
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The Company recognizes revenue from the sale divacé licenses including initial licenses,
capacity increases and upgrades; professional cestvithird party hardware and software
components; and customer support contracts. Theorityajof the Company’'s revenue is
denominated in U.S. dollars and thus revenues neaynipacted by exchange rate fluctuations.
During the first quarter of fiscal 2009, the Comyanrevenue grew by 24% to $14.2 million
compared to $11.5 million in the first quarter aschl 2008. As more fully explained below,
Software and Services revenue increased by 15%apport and Subscription revenue increased by
48%, both of which were positively impacted by ttevaluation of the Canadian dollar against the
US dollar.

Software and Services Revenue

Software and services revenue consists of feegédram the licensing and integration of software
products to our customers, as well as the reveremsdting from consulting and training services
contracts related to the software products.

Software and Services revenue for first quartefiszfal 2009 grew by 15% to $9.0 million, or 63%
of total revenue, compared to $7.8 million, or 68&total revenue, for the same period last year.

The increase in the software and service revenuwempared to the same period last year relates to
an increase in the amount of revenue earned from p@duct sales, capacity increases and
professional services as compared to the firsttquaf fiscal 2008.

Third Party Revenue

Third party revenue consists of revenue from the && other vendor's hardware and software
components as part of Redknee’s solutions, inctuderver platforms, database software and other
ancillary components.

Third party software and hardware revenue for tist fjuarter of 2009 was consistent between the
two periods at approximately 3% of total revenuhird party revenue may vary from period to

period, reflecting the changing requirements froradighee’s customers to obtain third party
hardware and software as part of a turnkey solgigrplied by Redknee.

Support and Subscription Revenue (excluding Third Party revenue)

Support revenue, excluding Third Party revenue sisb® of revenue from our customer support,

subscription and maintenance contracts. These rregurevenue agreements allow customers to

receive technical support and upgrades in the chsebscription agreements. Support revenue is
generated from such agreements relative to cuyesantsales and the renewal of existing agreements
for software licenses sold in prior periods. Tyfigasupport contracts commence for a period of one

or more years upon completion of acceptance teatimagthen renew annually thereafter.

Support and subscription revenue for the first tprasf 2009 grew by 48% to $4.8 million, or 34%
of total revenue, compared to $3.3 million, or 28%¢otal revenue, for the same period last year.
Support revenue growth reflects an increase inimstalled base as well as maintenance contract
renewals from existing customers and InBill supprice the acquisition of those operations in
February of 2008.
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Revenue by Geography

Revenue is attributed to geographic locations basethe location of the customer. The following
tables set forth revenues by main geographic ardaa a percentage of total revenue for the periods
indicated:

- Three Months Ended
$Cdn Millions December 31,
(Unaudited) 2008 2007 $Change % Change
Asia and Pacific Rim 2.2 2.0 0.2 10%
North America, Latin America and Caribbean 7.8 84 3.0 63%
Europe, Middle East and Africa 4.2 4.7 (0.5) -11%
Total 14.2 11.5 2.7 24%
Per centage of Total Revenue Three M onths Ended
December 31,
2008 2007
Asia and Pacific Rim 15% 17%
North America, Latin America and Caribbean 55% 42%
Europe, Middle East and Africa 30% 41%
Total 100% 100%

For the first quarter of fiscal 2009, revenue frima North America, Latin America and Caribbean
market increased due primarily to the completioprojects with a Tier 1 operator in the US.

Cost of Salesand Gross Margin

Cost of sales consists of the expense of persgroeiding professional services to implement and
provide post sales technical support for our sohdj and the costs of third party hardware and
software components sold as part of Redknee’sisalutt also includes an allocation of certain
direct and indirect costs attributable to thesevaiets.

For the first quarter of fiscal 2009, cost of sallexreased by $0.4 million compared to the same
period in fiscal 2008. The primary reason for tleelohe between the quarters related to the mix of
higher margin Redknee products and greater thirty gxpenses that occurred in the first quarter of
fiscal 2008 for increased support costs and comamsgaid to a reseller. The gross margin increase
to 76% in the first quarter of fiscal 2009 as conepato 67% for the first quarter of 2008 is prirhari
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due to the mix of higher margin products sold ia tiree months ending December 31, 2008, as well
as the reduction in expenses to third partiesaerfitst quarter of fiscal 2009 as described above.

Operating Expenses

The following tables set forth total operating exges by function and as a percentage of total
revenue for the periods indicated:

($ Cdn Millions) Three Months Ended
December 31,
(Unaudited) 2008 2007 $Change % Change
Sales and Marketing 4.4 3.8 0.6 16%
General and Administrative 2.4 2.6 (0.2) -8%
Research and Development 3.3 3.3 - 0%
Amortization 0.2 0.1 0.1 100%
Foreign Exchange loss (gain) (2.6) 0.1 (2.7) -2,700%
Total Operating Expenses 7.7 9.9 (2.2) -22%
Per centage of Total Revenue Three Months Ended
December 31,
2008 2007
Sales and Marketing 31% 33%
General and Administrative 17% 23%
Research and Development 23% 29%
Amortization 1% 1%
Foreign Exchange loss (gain) -18% 1%
Total Operating Expenses 54% 87%

Total operating expenses in the first quarter sxtel 2009 declined to $7.7 million from $9.9 miflio
in the first quarter of fiscal 2008 primarily duwethe foreign exchange gain in fiscal 2009.

Excluding Amortization and Foreign Exchange losszir{ly operating expenses grew by 4.1% from
$9.7 million in the first quarter of fiscal 2008 $4.0.1 million in the first quarter of fiscal 200%s a

Page 12



Redknee Solutions Inc. Management's DiscussiorAaadlysis — February 12, 2008

percentage of revenue, operating expenses dedbnétP of revenue in fiscal 2009 as compared to
84% of revenue in the first quarter of fiscal 200Bhis low level of expense growth, relative to the
increase in revenue, reflects management’s ongaifiogs to manage expenses.

As discussed in the investor conference call onebder 2, 2008, and in light of the current
economic uncertainty, management initiated varioost reduction activities in the latter part of
fiscal 2008 to reduce its operating costs. Theseraincluded, among other measures, realigning
some roles to increase proximity to customers, @ajbg in the high growth markets. The Company
also continues to evaluate its office facilitiesl dras taken steps to reduce facility expensesrtaine
markets where it has reduced staff while lookinghtwease facilities in other jurisdictions.

Sales and Marketing Expenses

Sales and Marketing (“S&M”) expenses consist prilpasf salaries, variable compensation costs
and other personnel costs, travel, advertisingketarg and conference costs plus the allocation of
certain overhead costs to support the Companyés sald marketing activities.

For the first quarter of 2009, S&M expendituresrgased by $0.6 million to $4.4 million, which
represents a 16% increase from the $3.8 milliorurieel for the same period last year. As a
percentage of total revenue, S&M expenses decrefasad 33% of revenue to 31% of revenue
between the two periods. S&M expense increasedea€bmpany continued to invest in building its
sales organization in the Asia Pacific, Middle Eastl African regions to support ongoing growth
efforts. Also, the Company incurred higher mamkgttosts compared to the first quarter fiscal 2008
as it continued to invest in marketing its solutpmrtfolio.

General and Administrative Expenses

General and administrative (“G&A") expenses consisthe Company’s support activities such as
finance, human resources, information technology] @rofessional costs associated with tax,
accounting, and legal expenditures. Certain oveftests such as facilities, communications and
computer costs are allocated to G&A and the otkepadments on a per headcount basis.

For the first quarter of 2009, general and admiaiste expenditures decreased from $2.6 million to
$2.4 million. The G&A costs for the period reflebie Company’s efforts to reduce these costs and
achieve increased operating leverage.

Research and Devel opment Expenses

R&D expenses consist primarily of personnel cossoeiated with product management and the
development and testing of new products plus tleeation of certain overhead costs.

For the first quarter ended December 31, 2008, R&pPenditures remained the same as compared to
the same period last year. As a percentage dfretanue, the R&D expenditures decreased from

29% to 23% between the two periods. R&D expensme Wat between the periods as the company

increased the use of its India operations to retheeosts of developing and testing its products.
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Amortization

Amortization for the first quarter ended Decembgy Z008 totaled $0.2 million as compared to $0.1
million in2008. The increase is primarily relatedthe amortization of intangibles as a result ef th
acquisition of Argent Networks operations in fis2@08.

Redknee purchased certain intangible assets thrihweghcquisition of Argent Networks. They are
stated at fair market value as of the acquisitiatecand are amortized on a straight-line basis over
their estimated useful lives.

Foreign Exchange Gain / Loss

The Company’s currency of measure is the Canad@lardand the financial statements are

presented in Canadian dollars. With respect toratheencies such as the US dollar, the Euro and
the British Pound, the Company is exposed to flatbms in exchange rates. The Company’s
objective in managing its foreign currency riskasminimize its net exposures to foreign currency
cash flows by converting foreign-denominated caalarnres into Canadian dollars to the extent
practical to match Canadian dollar obligations. Td@mpany conducts a significant portion of its

business activities in foreign countries. The manetssets and liabilities that are denominated in
foreign currencies are affected by changes in #tehange rate between the Canadian dollar and
these foreign currencies. For example, if the Camgpholds a foreign currency denominated

monetary asset and the Canadian dollar deprediateggiven quarter, the value of that asset will

increase in the Company’s financial statementsvalidncur a foreign exchange gain.

The period between October 1 and December 31, 88@8significant fluctuation in the exchange
rates between our principal currencies — USD ana ith CAD. For the quarter ended December
31, 2008, the Company recognized a foreign currexcpange gain of $2.6 million, as compared to
a foreign currency exchange loss of $0.1 milliorthe same period of fiscal 2008. The gain in the
first quarter of 2009 was primarily due to USD a&futo appreciating against the Canadian dollar.

Interest Income and I nterest Expense

Interest income consists primarily of interest imeo (net of related expenses) earned on the
Company’s cash, cash equivalents and marketablgises.

Due to the current economic uncertainty all of @@mpany’s excess cash has been invested in short
term Government of Canada guaranteed investmdifis.interest rates offered on these products are
at historic lows, which accounts for the substamigcrease in interest income for the Company.

Stock-Based Compensation

During the quarter ended December 31, 2008, 75007 — 0) stock options with a weighted fair
value of $0.17 (2007 - $0.0) at the date of graatenissued to employees. The fair value of the
stock options was determined using a Black-Schabgsion pricing model. Stock-based
compensation expense during this period was $0IRomi(2007 - $0.2 million) relating to the
Company’s stock options.
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I ncome T axes

The current income tax provision predominantly tedato current taxes owing by the Company’s
foreign subsidiaries.

SUMMARY OF RESULTS

All financial results are in thousands, unless nitlee stated, with the exception of gain/loss per
share. The table below presents the first quaftéscal 2009 with comparative half-year figures f

the preceding periods.

(Unaudited) 1Q 09 2H08  1H 08 2H07  1HO7  2HO06 1H 06
Revenue $14,217 $26,613 $ 24,088$17,932 $20,684 $ 19,997 $ 16,975
Net Income (Loss) $ 2,861 $(2,956) $ (1,455)$(7,243) $(3,165) $(10,048) $ (2,249)

Basic Income (Loss) per$ 0.05 $ (0.05) $ (0.03) $ (0.14) $ (0.08) $ (0.27)$ (0.06)
Share

Diluted Income (Loss) per $ 0.05 $ (0.05) $ (0.03) $ (0.14) $ (0.08) $ (0.27)$ (0.06)
Share

Weighted average shares 56,644 56,329 56,329 51,898 41,601 37,442 37,388
outstanding — Basic

Weighted average shares 57,111 56,329 56,329 51,898 41,601 37,442 37,388
outstanding - Diluted

In the past, the Company’s basic and fully dilutbdres outstanding have been equivalent because
options are anti-dilutive during loss periods. tAe Company is profitable this quarter, there is a
difference between the basic and fully diluted wageg average shares outstanding.

LIQUIDITY AND CAPITAL RESOURCES

The Company’s objective in managing capital is neuge sufficient liquidity to pursue its organic

growth strategy, to fund Sales and Marketing anseRech & Development, and undertake selective
acquisitions, while at the same time taking a coradere approach toward financial leverage and
management of financial risk. The Company currefilyds its operations, increases in non-cash
working capital and capital expenditures from intdly generated cash flows and cash raised

through past share issuances.
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The table below outlines a summary of cash inflaws outflows by activity.

Statement of Cash Flows Summary Three M onthsended
($ Cdn Millions) December 31,
(Unaudited) 2008 2007
Cash inflows and (outflows) by activity:
Operating activities 7,556 (5,803)
Investing activities (4,699) 2,978
Financing activities 17 (15)
Effect of foreign currency exchange rate changesash and 1,182 50
cash equivalents
Net cash inflows (outflows) 4,056 (2,790)
Cash and cash equivalents, beginning of period 485,2 8,928
Cash and cash equivalents, end of period 19,299 6,138
Key Ratios Dechber Septsegwber
2008 2008
Working Capital $19,509 $16,507
Day Sales Outstanding 64 81

*The Company uses working capital and days saldéstanding in accounts receivable as measures to
enhance comparisons between periods. These termstchave a standardized meaning under GAAP and
are not necessarily comparable to similar meaguessented by other companies. The calculatioraci e

of these items is more fully described below.

Cash from Operating Activities

Cash provided by operating activities was $7.6iarillin the quarter ended December 31, 2008, as
compared to $5.8 million of cash used for the spared last year. In the first quarter of fiscaD20
accounts receivable decreased by a total of $UlRBmfrom September 30, 2008. The Company’s
days sales outstanding in accounts receivable (“pSl@creased to 64 days, from 81 days at
September 30, 2008. Redknee calculates DSO bastt secent three months annualized revenue
and the ending accounts receivable balance fopéned. The decrease in accounts receivable is
due primarily to two main factors: the large numbkprojects commenced and billed in the fourth
guarter and increased collection efforts in thet fquarter.

Accounts receivable for the first quarter of 20@@mased from $11.2 million at September 30, 2008
to $9.9 million at December 31, 2008. This redutis due primarily to increased collection activit
focused on aged accounts outstanding.

Working capital represents the Company’s curresésless its current liabilities. The Company’s
working capital balance increased to $19.5 milirmecember 31, 2008 from $16.5 million for the
same period in the prior year. This increase idkRee’s working capital level relates mainly to the
increase in cash and short term investments, dioyeimproved collections of accounts receivable
balances. This is further supported by the deergathe Company’s DSO calculation.
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The continued adverse economic environment willdotighe Company’s exposure to credit risk.
Redknee monitors the capital and operating expprestices of its customets identify credit and
collection risks in a timely manner and reviews révenue forecasts based on developing information.
Management will continue to monitor and focus oheabions and reducing credit risk and bad debt
through fiscal 2009.

Financial Instruments

The fair value of accounts receivable, other refgles, accounts payable and accrued liabilities
approximates their carrying value due to the immedor short-term maturity of these financial
instruments. At December 31, 2008, the Companyahsidnificant concentration of credit risk with
three customers representing 30.5% (15.3%, 9.6% félo respectively) of the Company’s
accounts receivable.

Cash from Investing Activities

Cash used in investing activities during the quasteled December 31, 2008, was $4.7 million. It
consisted primarily of the purchase of Canadianegoment backed short-term investments. This
cash was generated primarily by improved accowaasivable collections and ongoing operations.

Cash from Financing Activities
In the first quarter of fiscal 2009, cash providsdfinancing activities was $17,032 primarily dee t
repayment of employee loans.

Long Term Debt and Credit Facilities

As at December 31, 2008, the Company had no lamg-téebt outstanding. The Company
established a credit facility with Export DevelopmheCanada (“‘EDC”) for up to an aggregate
amount of US$10,000,000, to assist in financing(ig¢ or more acquisitions or (ii) working capital.
This facility has a ten year term. As at Decentbier 2008, there were no allocations or amounts
drawn under the facility.

Litigation

The Company is involved in certain claims and #tign arising out of the ordinary course and
conduct of business. Management assesses sucls @aaif it considers any claim likely to result
in a loss and is able to quantify the amount ofltlss, management makes a suitable provision for
such loss. Management does not provide for losseslams for which the outcome is not
determinable or where the amount of the loss cabeoteasonably estimated. Any settlements or
awards under such claims are provided for wheroreddy determinable.

OFF BALANCE SHEET ARRANGEMENTS
As of December 31, 2008, the Company had no otixizd sheet arrangements.

INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS)
The Canadian Accounting Standards Board (AcSB)duedirmed that IFRS will replace current

Canadian GAAP for publicly accountable enterpriggduding Redknee Solutions Inc., effective for
fiscal years beginning on or after January 1, 2@ctordingly, Redknee Solutions Inc. will report
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interim and annual financial statements in accartdanith IFRS beginning with the quarter ended
December 31, 2011.

The Company has commenced the development of aB ifARlementation strategy to prepare for
this transition, and is currently in the procesglehtifying the key accounting policy changes that
may be required. Once the potential accountingcpahanges have been identified, other elements
of the plan will be addressed including the imgli@a on information technology, internal controls,
contractual arrangements and employee training.

CRITICAL ACCOUNTING POLICIESAND ESTIMATES

Revenue Recognition

Revenue from product sales is recognized upon smprand when all significant contractual
obligations have been satisfied and collectioreasonably assured. Service and installation revenue
is recognized as the services are performed. Revénmun maintenance and extended warranty
contracts is recognized on a straight-line basés tve terms of the contracts.

For contracts involving multiple elements, the Camp allocates revenue to each element based on
relative fair values. Revenue attributable to uivéeéd elements is deferred and recognized upon
performance. Redknee uses the percentage-of-caompleethod of accounting for these contracts.
The units-of-delivery or units-of-work performed thed is used to measure progress on each
contract. Revenue and cost estimates on long-tamntracts are revised periodically based on
changes in circumstances and any losses on cantieetrecognized in the period that such losses
become known. The Company uses historical expegjeproject plans and an assessment of the
risks and uncertainties inherent in the arrangenteestablish these estimates.

The Company also makes sales through distribut@dified solution providers and other value
added resellers. For products sold through thestelliition channels, revenue is recognized at the
time of shipment to the distributor provided th#tsignificant contractual obligations have been
satisfied and collection is reasonably assured. Chmpany does not accept purchase orders or
contracts with return clauses although it may, tatsole discretion, choose to accept customer
returns. Accruals for potential warranty claims astimated sales returns are made at the time of
shipment and are based on contract terms andgdaions experience.

Business Combinations

The Company allocates the purchase price of a essiacquisition to tangible assets, intangible
assets and liabilities based on their estimatedvidues at the date of acquisition with the exadss
purchase price amount over these fair values bailugated to goodwill. The allocation of the
purchase price to acquisitions involves considerglilgment in determining the fair value assigned
to tangible and intangible assets acquired andidbdities assumed on acquisition. Among other
things, the determination of these fair values Imes the use of discounted cash flow analyses,
estimated future revenues and margins. In estigdtiture revenues and margins, the Company
considers information published by third partiesal#ing the size of the market and its growth,rate
the planned margins for the acquired business amédrtt costs to produce the solution offered by the
acquired enterprise.
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Long-Lived Assets

Intangible assets are stated at cost less accuedudatortization and are comprised of acquired non-
patented software technology purchased throughCibrapany’s business acquisitions. Acquired
non-patented technology assets are amortized dnamlg line basis over five years. Acquired
customer relationship assets are amortized ora@kstiine basis over nine years.

The Company reviews long-lived assets for impaiimerhenever events or changes in
circumstances indicate that the carrying amount nwybe recoverable. If the total of the expected
undiscounted future cash flows is less than theyicey amount of the asset, a loss is recognized for
the excess of the carrying amount over the faiueabtf the asset. The Company’s impairment
analysis will contain estimates due to the inhdyespeculative nature of forecasting long term
estimated cash flows and determining the ultima@ful lives of assets. Actual results will differ,
which could materially impact our impairment assasst.

Stock Based Compensation
The Company has adopted a stock option plan akeiudescribed in notes 1, 7 and 8 of its
September 30, 2008 audited consolidated finantagtments.

In accordance with CICA Handbook Section 3870, awaranted on or after December 1, 2003 are
accounted for using the fair value method of actiogn whereby the Company recognizes
compensation expense equal to the fair value obtrd over its vesting period. Determining the
fair value of stock-based awards at the grant datpires judgment, including estimating the
expected term of stock options, the expected \njatnf the Company’'s stock and expected
dividends. In addition, judgment is also requineestimating the amount of stock-based awards that
are expected to be forfeited. If actual result$edisignificantly from these estimates, stock-based
compensation expense and the Company’s resultpevhtions could be materially impacted. The
fair value of the awards is determined using thecBIScholes option pricing model.

Income Tax Expense
The current (recovery)/provision for income taxesdominantly relates to the Company’s foreign
subsidiaries.

The ultimate realization of future tax assets igashelent upon future taxable income during the years
in which these assets are deductible. Managemesidzrs the likelihood of future profitability, the
character of the tax assets and applicable taxnplgnstrategies of the Company to make this
assessment. To the extent that management betigaiethe realization of future tax assets does not
meet the more likely than not realization criteri@nvaluation allowance is provided against its
future tax assets. The Company determined at Desefih 2008 that a full valuation allowance
against future tax assets is appropriate. Not@flthe September 30, 2008 financial statements
describe the nature of the assets and valuatiowaiice.

Allowance for doubtful accounts

The allowance for doubtful accounts representsQbmpany's best estimate of probable losses that
may result from the inability of its customers t@ka required payments. The Company regularly
reviews accounts receivable and uses judgmentstesasts ability to collect specific accounts and,

based on this assessment, an allowance is maidtdomethose accounts that are deemed to be
uncollectible. For the first quarter ended Decen#i2008, the company did not record a reserve
for doubtful accounts.
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RECENT ACCOUNTING PRONOUNCEMENTS

Financial statement presentation

In April 2007, the CICA Accounting Standards Boadhended CICA Handbook Section 1400,
General Standards of Financial Statement Presenialhese amendments require management to
disclose any uncertainties that cast significantbtian the entity’s ability to continue as a going
concern. In assessing whether the going concernmg®n is appropriate, management must take
into account all available information about théufe, which is at least, but is not limited to, 12
months from the balance sheet date. The standafteidive for years beginning on or after January
1, 2008. The Company adopted this new standardteféeOctober 1, 2008.

Goodwill and other intangible assets

In February 2008, the CICA issued Handbook Secios4, Goodwill and Other Intangible Assets,
which replaces Handbook Sections 3062, Goodwill @titer Intangible Assets, and 3450, Research
and Development Costs. This standard establisteestdindards for the recognition, measurement
and disclosure of goodwill and intangible asselge Standard becomes effective for years beginning
on or after October 1, 2008. The Company adoptschw standard effective October 1, 2008.

FUTURE CHANGESIN ACCOUNTING STANDARDS

The Company reviews all changes to the CICA Hankbatien issued. The following is a
discussion of relevant items that were releasedsed or became effective after September 30,
2008.

OUTSTANDING SHARE DATA

As of December 31, 2008, there were 59,210,271 comsiares outstanding. In addition, there
were 5,753,638, stock options outstanding with @serprices ranging from US $0.14 to US $1.70
per share.

RISK FACTORS

Historically, the Company’s operating results hfluetuated on a quarterly basis and it is expected
that quarterly financial results will continue tadtuate in the future. Fluctuations in resuligate to

the growth in the Company’'s revenue, the timingrefenue being recognized and sales to
customers, which may place large single ordersiname quarter, and to the timing of staffing and
infrastructure additions to support growth.

For additional information on the Risks outlinedlan“Regarding Forward Looking Statements”
see Redknee’s most recently filed AlF, which isilade on SEDAR atvww.sedar.comand on the
Company’s website atww.redknee.com
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