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NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS

Under National Instrument 51-102, part 4, subsection 4.3(3)(a), if an auditor has not
performed a review of the interim financial statements, they must be accompanied
by a notice indicating that the financial statements have not been reviewed by an
auditor.

The accompanying unaudited interim financial statements of the Company have
been prepared by and are the responsibility of the Company’s management.

The Company’s independent auditor has not performed a review of these financial
statements in accordance with standards established by the Canadian Institute of
Chartered Accountants for a review of interim financial statements by an entity’s
auditor.



GUESTLOGIX INC.
Consolidated Balance Sheets

(UNAUDITED)
May 31, November 30,
2009 2008
ASSETS
Current
Cash and cash equivalents $ 1289806 $ 2,650,099
Accounts receivable 3,157 480 2,076 908
Inventory 1,061,658 610,363
Prepaid expenses and other assets 268,158 155,122
Advances to supplier 453 485 435 395
Current portion of net finance receivable (note 3a) 2 A72 054 2646 330
8,702 641 8634217
Restricted cash and cash equivalents (note 2) 2351 811 2,895,100
Deferred cost of equipment sales 356 538 -
Net finance receivable (note 3a) 3233638 3315727
Capital assets deployed (note 3h) 6,056 839 6,011,264
Property and equipment (note 4) 205,399 163,045
$ 20,906,866 $ 21,019,353
LIABILITIES
Current
Accounts payable and accrued liabilities $ 2535559 § 3517 574
Current portion of obligations under capital leases (note 5) 2,572,056 2,434,185
Notes payable (note 7) - 61,860
Deferred revenue (note 6) 3,046,721 2670922
8,154,336 8,684 541
Deferred revenue (note 6) 4 114 805 3,592,081
Obligations under capital leases (note 5) 2 966 486 3,027 466
SHAREHOLDERS' EQUITY
Share capital (note 8(b)) 16 545294 16 545,294
Contributed surplus 1,428 474 1,246,009
Warrants (note 8 (d)) 820,430 828 609
Share issuance costs (note 8(b)) (2,226 999) (2,226 999)
Deficit (10,896 ,020) (10677 548)
5671239 5715265
Guarantees (note 11)
Commitments (note 13)
Contingencies (note 15)
$ 20,906,866 $ 21,019,353

(The accompanying notes are an integral part of these financial statements.)



GUESTLOGIX INC.
Consolidated Statements of Operations and Deficit

Three months ended May 31,

Six months ended May 31,

2009 2008 2009 2008
(unaudited) (unaudited) (unaudited) (unaudited)
REVENUE § 4555182 § 1826710 § 8556441 § 3230567
OPERATING EXPENSES
Cost of equipment sale 529,120 218 508 1,121 887 362,367
Research and development 115 484 92572 223 550 171,365
Customer delivery and support 543 571 458710 1,015 666 704026
Infrastructure support 917 556 208,108 1,694 265 324685
Sales and marketing (note 12) 403,428 232 461 664,746 518835
General and administrative (note 12) 914 875 858 591 1,783,379 1,330,069
Stock-based compensation 81544 94731 174 346 147 M7
Amortization of capital assets deployed 800,828 557 318 1,668,769 1,031,052
Amortization of property and equipment 13,100 23925 33,882 5850
4319 506 2723924 8,380,490 4 595 p6b
INCOME (LOSS) FROM OPERATIONS 235676 (897 214) 175 951 (1,365,099)
Other income (expenses):
Foreign exchange gain (loss) (30,784) (88.317) (132,341) (66,062)
Interest earned 2349 29,158 18,286 93503
Interest expense (note 12) (173,301) (70,088) (280,268) (136,848)
Interest accretion (91 567) (184 426)
(202 336) (220 814) (394 323) (293 833)
NET INCOME (LOSS) FOR THE PERIOD
AND COMPREHENSIVE INCOME (LOSS) $ 33340 § (1,118028) § (218372) §  (1658932)
BASIC AND DILUTED INCOME (LOSS) PER SHARE 0.00 (0.02) (0.00) (0.03)
WEIGHTED AVERAGE NUMBER OF 55495 938 49 245 466 55,495 938 48 651 969
COMMON SHARES

(The accompanying notes are an integral part of these financial statements.)






GUESTLOGIX INC.

Consolidated Statements of Cash Flows

Three months ended May 31,

Six months ended May 31,

2009 2008 2009 2008
(unaudited) (unaudited) (unaudited) (unaudited)
CASH FLOW FROM OPERATING ACTIVITIES
Net Profit (Loss) for the period $ 33340 $§ (1,118028) § (218372) § (1658932)
Items not involving cash:
Amortization of capital assets deployed 800,828 557 318 1,668,769 1,031,052
Amortization of property and equipment 13,100 2925 33,882 5850
Interest accretion on notes payable - 91567 - 184,426
Stock-based compensation expense 81544 94731 174 346 147 417
Unrealized foreign exchange (1,055 ,249) (63,116) (1,105372) (65 ,240)
Increase in deferred cost of sales (356 538) - (356 538) -
Increase in net deferred revenue 918 445 31,180 1,154 888 41737
Changes in non-cash operating working capital (note 9) (45,988) 35,140 (1,511 575) (754 564)
389,482 (368,283) (159,972) (1,068 ,254)
CASH FLOW FROM INVESTING ACTIVITIES
Decrease/(Increase) in restricted cash and cash equivalents (note 2) 34910 (600,000) 190,539 (482,642)
Purchase of capital assets deployed (22,692) (67,757) (42,154) (67.,757)
Additions to property and equipment (note 4) (13,750) (5,126) (15,155) (5,126)
(1532) (672,883) 133,230 (555 525)
CASH FLOW FROM FINANCING ACTIVITIES
Proceeds from capital lease sale and leaseback - 1822785 - 418,709
Proceeds from exercise of options and warrants - 579648 - 643 802
Repayment of capital lease obligations, net (note 5) (638,984) (309,352) (1271 691) (577 A35)
Repayment of notes payable (note 7) - - (61,860) -
Repayment of loans from shareholder - - (20 ,461)
(638,984) 2,093,081 (1,333551) 464 615
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (251,034) 1,051 3915 (1,360,293) (1,159,164)
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 1,540,840 3,777 945 2,650,099 5,989,024
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 1289806 $§ 4829860 § 1289806 § 4829860
SUPPLEMENTAL CASH FLOW INFORMATION
Interest paid $ 173901 § 69867 § 280268 § 136 627
Interest received $ 2349 § 29,158 $ 18286 $ 93 503
SUPPLEMENTAL DISCLOSURES RELATING TO NON-CASH OPERATING
AND INVESTING ACTIMITIES
Additions to capital lease obligations to finance the acquisition of
capital assets deployed $ 1,672,190 - $ 1672190 $ 1,166 305
Purchase of equipment for deployment in accounts payable $ 1107897 $ 244 849 $ 1107897 $ 244 849
SUPPLEMENTAL DISCLOSURES RELATING TO CASH
AND CASH EQUIVALENTS
CASH $ 1289806 $% 888986 $§ 1289806 § 888,986
SHORT TERM INVESTMENTS UP TO 90 DAYS - 3,940 874 - 3,940 874
$ 1289806 § 4829860 § 1289806 § 4829860

(The accompanying notes are an integral part of these financial statements.)




GUESTLOGIX INC.

Notes to Consolidated Financial Statements
Three and six months ended May 31, 2009 and May 31, 2008 (unaudited)

DESCRIPTION OF BUSINESS

GuestlLogix Inc. (‘GuestLogix’ or the ‘Company’) is in the business of providing proprietary
onboard retail software platform solutions for the passenger travel industry. The GuestLogix
onboard retail solution, called Mobile Virtual Store™, provides significant benefits for all three
major components of the onboard retail industry: pre-departure, onboard and post-arrival
processing.

In July 2007 the Company incorporated a wholly-owned subsidiary, GuestLogix CCS Inc.
(‘CCS’), and transferred certain assets to CCS pursuant to a Section 85 rollover, including
certain customer contracts related to the use of the Company’s software.

REVERSE TAKEOVER

On August 1, 2007, GuestLogix and its principal shareholders entered into a reverse takeover
of Growthgen Equity Il Inc. (‘Growthgen’) wherein all of the issued and outstanding shares of
GuestLogix were sold, by way of share exchange, to Growthgen (the ‘RTO’). Holders of issued
and outstanding common shares of GuestLogix received 3.94 shares of Growthgen for each
GuestLogix share held. Growthgen and GuestLogix completed an amalgamation of the two
entities with the continuing entity retaining the name of GuestLogix Inc.

At the time of closing, GuestLogix had 7,242,109 shares outstanding, which upon conversion
into Growthgen shares resulted in a total of 28,533,910 shares being issued to previously
existing GuestLogix shareholders. Immediately following the amalgamation, subscription
receipts which were issued in relation to a GuestLogix financing under which gross proceeds of
$9,000,040 were raised in May 2007 were automatically exercised and the holders thereof
received an aggregate of 12,857,200 common shares. In addition, the outstanding principal
amount of $728,287 under 12% convertible debentures issued by GuestLogix between
August 17, 2006 and October 2, 2006 was converted into 1,235,911 common shares, and an
additional 79,194 common shares were issued in satisfaction of fees owed by GuestLogix to a
service provider, for a total of 42,706,215 common shares issued in the RTO.

Upon completion of the RTO, there were 44,372,882 common shares outstanding of
Growthgen, which was renamed GuestLogix Inc.

Growthgen was a non-operating public enterprise and did not meet the definition of a business
under the CICA Handbook Emerging Issues Committee Abstract EIC-124, Definition of a
Business, (EIC 124); therefore, the reverse takeover transaction did not constitute a business
combination under the provisions of Emerging Issues Committee Abstract EIC-10, Reverse
Takeover Accounting, (EIC 10). Accordingly, the transaction has been accounted for as a
capital transaction rather than a business combination. The net assets acquired at fair value
August 1, 2007 are as follows:



GUESTLOGIX INC.

Notes to Consolidated Financial Statements
Three and six months ended May 31, 2009 and May 31, 2008 (unaudited)

Asset
Cash $100,046
Less: liabilities assumed -
Total consideration attributable to Growthgen $100,046
Represented by 1,666,667 Growthgen shares $100,046
1. Summary of significant accounting policies:

The interim unaudited consolidated financial statements have been prepared by management
in accordance with Canadian generally accepted accounting principles (‘GAAP’) and include
the accounts of the Company and its wholly-owned subsidiary, CCS. All significant
intercompany transactions have been eliminated. Certain information and note disclosures
normally included in the annual financial statements prepared in accordance with GAAP have
been condensed to include only the notes related to the elements which have significantly
changed in the interim period. As a result, these interim financial statements should be read in
conjunction with the Company’s audited financial statements and notes thereto for the fiscal
year ended November 30, 2008. The interim unaudited financial statements, in the opinion of
management, contain all adjustments (consisting solely of normal recurring adjustments)
necessary to present fairly the financial information for such unaudited interim periods. The
accounting policies applied thereon are consistent with those described below and in the
Company’s audited financial statements for the fiscal year ended November 30, 2008. The
results of operations for the three and six-months ended May 31, 2009 are not necessarily
indicative of the results to be expected for the full year.

Revenue recognition

The Company’s largest source of revenue derives from arrangements with multiple
deliverables. When a customer order contains multiple items such as hardware, software,
hosting and services, which are delivered at varying times, the Company determines whether
the delivered items can be considered separate units of accounting in accordance with
Emerging Issues Committee Abstract EIC-142, Revenue Arrangements with Multiple
Deliverables (‘EIC 142’). EIC 142 states that delivered items should be considered separate
units of accounting if delivered items have value to the customer on a stand-alone basis; there
is objective and reliable evidence of the fair value of undelivered items; if the arrangement
includes a general right of return relative to the delivered items; and, delivery of undelivered
items is probable and substantially in the vendor’s control.



GUESTLOGIX INC.

Notes to Consolidated Financial Statements
Three and six months ended May 31, 2009 and May 31, 2008 (unaudited)

1. Summary of significant accounting policies (continued)
Revenue recognition (continued)

If the vendor is able to establish fair value for all elements of the arrangement, revenue is
allocated and recognized on each element separately in accordance with the appropriate
revenue recognition convention for a given unit of accounting. However, if fair value cannot be
established or if the delivered items do not have stand-alone value to the customer without
additional services being provided, the vendor recognizes revenue on the items as a whole.

Management has determined that the deliverables in these arrangements generally do not
have value to its customers on a stand-alone basis. In addition, vendor-specific and entity-
specific objective evidence, as defined by EIC 142, of the fair values of the items with multiple
deliverables is not available as the items generally are not sold separately by the Company, nor
are there comparable vendors for these products in the marketplace. In some exceptional
cases, the Company makes hardware only sales without any other deliverables. In these
instances customers have opted not to sign contracts with the Company. Revenue in these
instances is recognized when hardware is delivered and accepted by customers.

Some customers elect to purchase the equipment outright at the commencement of an
arrangement. In these instances the Company recognises the revenue and the associated cost
of equipment ratably over the initial term of the arrangement.

To account for revenues and related expenses under a majority of arrangements, the Company
employs sales-type lease accounting as follows. The Company sells products to certain
customers under terms which approximate sales-type lease arrangements, with GuestLogix as
the lessor, for periods ranging from three to five years. GuestLogix accounts for revenue under
its sales-type leases in accordance with CICA Handbook section 3065, Leases, and recognizes
current and long-term lease receivables on the accompanying consolidated balance sheets as
net finance receivable. The present value of all minimum lease payments and the associated
interest are recognized as revenue on a monthly basis over the term of the respective
arrangements, using the discount rate implicit in each lease. Due to the lack of available
objective evidence of fair values, the Company defers recognition of the revenues from these
leases and recognizes revenues on a monthly basis when undelivered elements existing at
each agreement’s outset, such as transaction fees and monthly services, are delivered and
payments are due. Amortization of the corresponding capital assets deployed related to the
sales-type lease arrangements are charged to amortization expense over the initial term of the
respective arrangements.



GUESTLOGIX INC.

Notes to Consolidated Financial Statements
Three and six months ended May 31, 2009 and May 31, 2008 (unaudited)

1. Summary of significant accounting policies (continued)
Revenue recognition (continued)

The Company recognizes revenue from the sale of hardware and parts unrelated to
arrangements described above, in accordance with Emerging Issues Committee Abstract EIC-
141, Revenue Recognition, (EIC 141), when persuasive evidence of an arrangement exists,
delivery has occurred, the sale price is fixed or determinable, and collection is reasonably
assured.

GuestLogix also earns revenues from professional services and software hosting and support
services. Where the arrangement is based on an hourly rate, the fair value of the professional
services is recognized as the services are performed, based on the agreed hourly rate.
Revenue from a fixed price professional services contract is recognized on a proportional
performance basis, which requires GuestLogix to make estimates and is subject to the risks
and uncertainties inherent in projecting future events. A number of internal and external factors
can influence estimates, including the nature of the services being performed, the complexity of
the customer’s environment and the utilization and efficiency of the GuestLogix’s professional
services team. Recognized revenues are subject to revisions as the contract progresses to
completion. Revisions in profit estimates are charged to income in the period in which the facts
giving rise to the revision become known. Should there be an insufficient basis to estimate the
progress towards the completion, revenue is recognized when the project is complete or when
the Company receives final acceptance from the customer. Revenues from software hosting
and support services are recognized in accordance with EIC 141, when persuasive evidence of
an arrangement exists, services have been rendered, the sales price is fixed or determinable,
and collection is reasonably assured.

GuestLogix makes estimates as to the probability of collecting the related accounts receivable
balance on a customer-by-customer basis. In cases where collectability is not deemed
probable, revenue is recognized when payments come due or upon the receipt of cash,
depending on the circumstances and assuming all other criteria have been met.

Research and development expenses
Research costs are expensed as incurred. Costs related to the design and development of
software solutions are expensed as incurred unless they meet the criteria under Canadian

GAAP, for deferral and amortization. No development costs have been deferred to date.
Research and development costs are recorded net of investment tax credits, where applicable.

10



GUESTLOGIX INC.

Notes to Consolidated Financial Statements
Three and six months ended May 31, 2009 and May 31, 2008 (unaudited)

1. Summary of significant accounting policies (continued)

Financial instruments

Financial instruments of GuestLogix consist of cash and cash equivalents, restricted cash and
cash equivalents, receivables, advances to supplier, accounts payable and accrued liabilities,
notes payable and obligations under capital leases.

Cash and cash equivalents and restricted cash and cash equivalents are classified as held-for-
trading, which requires the financial instruments to be measured at fair value and the changes
in fair value are recorded in the statements of operations. The carrying value of this instrument
approximates its fair value due to its short-term nature.

Receivables and advances to supplier are classified as loans and receivables and are
measured at amortized cost. Accounts payable and accrued liabilities, notes payable and
obligations under capital leases are classified as other financial liabilities and are measured at
amortized cost.

Property and equipment

Property and equipment are recorded at cost. Amortization is provided on a straight-line basis
over their estimated useful lives as follows:

Computer equipment 3 years
Furniture and equipment 5 years

Capital assets deployed

Assets that are deployed for use by customers are recorded at cost. Amortization is provided
on a straight-line basis over the terms of the respective arrangements which range from three
to five years.

Deferred cost of equipment sales
Deferred cost of equipment sales arises when a customer purchases equipment at the
commencement of an arrangement. As the sale is deferred and recognized over the initial term

of the arrangement the cost of the equipment is also deferred and taken as a charge to income
over the initial term of the arrangement.

11



GUESTLOGIX INC.

Notes to Consolidated Financial Statements
Three and six months ended May 31, 2009 and May 31, 2008 (unaudited)

1.

Summary of significant accounting policies (continued)

Impairment of long-lived assets

The useful lives and the carrying values of long-lived assets are periodically reviewed for
continued appropriateness. Impairment of long-lived assets is reviewed whenever events or
changes in circumstances indicate that the carrying value of the assets may not be
recoverable. If the sum of the undiscounted future cash flows expected to result from the use
and eventual disposition of an asset is less than its carrying value, the asset is considered to be
impaired. An impairment loss is measured as the excess of the carrying value of the asset over
its fair value. As at May 31, 2009, the Company has not recorded an impairment loss.

Foreign currency translation

Monetary assets and liabilities of the Company that are denominated in foreign currencies are
translated into Canadian dollars at the exchange rates prevailing at the balance sheet date.
Revenues and expenses are translated at the exchange rates prevailing at the approximate
dates of the transactions. Foreign exchange gains and losses are included in the statement of
operations and deficit.

Future income taxes

The Company provides for income taxes under the asset and liability method. Under the asset
and liability method, future income tax assets and liabilities are recognized for the future tax
consequences attributable to differences between the financial statement carrying amount of
existing assets and liabilities and their respective tax bases. Future tax assets and liabilities
are measured using enacted or substantially enacted tax rates expected to apply to taxable
income in the years in which those temporary differences are expected to be recovered or
settled. Future income tax assets, if any, are recognized only to the extent that, in the opinion
of management, it is more likely than not that the assets will be realized.

Stock-based compensation

The Company uses the fair value method of accounting for all stock-based compensation. The
Company grants stock options to directors, officers, employees and consultants of the
Company pursuant to the stock option plan described in note 8. Compensation expense is
recognized for stock options based on the fair value of the options at the grant date. Currently
the fair value of the options is recognized over the vesting period of the options as stock-based
compensation expense as a separate line item on the consolidated statement of operations. If
the stock options are exercised, the proceeds received are credited to common shares.

12



GUESTLOGIX INC.

Notes to Consolidated Financial Statements
Three and six months ended May 31, 2009 and May 31, 2008 (unaudited)

1. Summary of significant accounting policies (continued)
Stock-based compensation (continued)

The fair value of stock options is estimated at the grant date using the Black-Scholes option-
pricing model. This model requires the input of a number of assumptions, including expected
dividend vyield, expected stock price volatility, average expected life of the stock option and risk
free interest rates. The Company has assumed no forfeiture rate as adjustments for actual
forfeitures are made in the year they occur.

Although the assumptions used reflect management’'s best estimates, they involve inherent
uncertainties based on conditions outside of the Company’s control. [f other assumptions are
used, stock-based compensation expense could be significantly impacted.

Deferred revenue

Deferred revenue comprises lease, licence and services revenues. Deferred lease revenue
arises when customers receive hardware to utilize the onboard retail software solutions. In
these situations as described in note 1 above, it is deemed that the Company has entered into
a sales-type lease and a lease receivable is recorded. Deferred revenue is recognized as
income on a monthly basis over the term of the respective arrangements, using the discount
rate implicit in each lease.

Deferred licence revenue is present where a software licence is purchased, in advance,
covering a specific term into the future. Deferred licence revenue is recognized as income
monthly, on a straight line basis over the terms of the respective arrangements, using the
discount rate implicit in each lease.

Deferred services revenue arises where significant obligations have yet to be satisfied and
where payments have been received from the customers in advance of the services to be
performed.

Leases

Leases are classified as capital or operating. Those leases, which transfer substantially all the
benefits and risks of ownership of property to the Company, are accounted for as capital
leases. The capitalized lease obligations reflect the present value of future lease payments,
discounted at the appropriate interest rate, and are reduced by rental payments net of imputed
interest. Assets under capital leases are amortized based on the useful life of the asset. All
other leases are accounted for as operating leases with rental payments expensed as incurred.

13



GUESTLOGIX INC.

Notes to Consolidated Financial Statements
Three and six months ended May 31, 2009 and May 31, 2008 (unaudited)

1. Summary of significant accounting policies (continued)
Share issuance costs

Incremental costs incurred in respect of raising capital are charged against the equity proceeds
raised and include legal, accounting, agent and investment bank fees and the cost of agent and
investment bank warrants and options.

Interest accretion expense

Interest accretion expense comprises charges taken to accrete the fair market value of
convertible and debt obligations with equity participation features up to face value at maturity.

Earnings per share

Basic income (loss) per share is computed by dividing Net income by the weighted average
number of common shares outstanding for the period. Diluted income (loss) per share is
calculated using the treasury stock method. Diluted income (loss) per share reflects the
potential dilution that could occur if additional common shares are assumed to be issued under
securities or contracts that entitle their holders to obtain common shares in the future. Diluted
loss per share is not presented when the effect on the loss per share of the exercise of stock
options and warrants is anti-dilutive. In periods when the Company reports a net loss, the
effect of potential issuances of shares under options and warrants would be anti-dilutive and
therefore, basic and diluted loss per share are the same.

Measurement uncertainty

The preparation of financial statements in conformity with Canadian GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expense during the reporting period.
Financial statement items subject to significant management judgement include revenue
recognition, the allowance for doubtful accounts, the valuation of capital assets deployed, the
valuation of conversion features and options in debt instruments, warrant valuation, future
income taxes and the valuation of stock-based compensation. While management believes
that the estimates and assumptions are reasonable, actual results may differ.

14



GUESTLOGIX INC.

Notes to Consolidated Financial Statements
Three and six months ended May 31, 2009 and May 31, 2008 (unaudited)

1. Summary of significant accounting policies (continued)
Measurement uncertainty (continued)

The Black-Scholes model used by the Company to determine fair values was developed for
use in estimating the fair value of the stock options and warrants. This model requires the input
of highly subjective assumptions including future stock price volatility and expected time until
exercise. Changes in the subjective input assumptions can materially affect the fair value of
the Company’s stock options and warrants granted during the period.

The Company considers all highly liquid instruments with maturities of three months or less at
the time of issuance to be cash equivalents.

Included in cash and cash equivalents is:
May 31, 2009 November 30, 2008

Cash $1,289,806 $1,240,601
Short-term deposits $1,409.498
$1,289.806 $2.650,099

Inventory

All inventory are stated at the lower of cost or realizable values. The Company’s inventory
consists of hand-held devices including hand-held devices awaiting deployment and
replacement parts held for sale; cost is determined on the first-in, first-out basis.

Recent adopted pronouncements
Goodwill and intangible assets

In January 2008, the CICA issued Handbook section 3064, Goodwill and Intangible Assets,
which replaces Section 3062, Goodwill and Other Intangible Assets and Section 3450,
Research and Development Costs. The standard provides guidance on the recognition of
intangible assets in accordance with the definition of an asset and the criteria for asset
recognition as well as clarifying the application of the concept of matching revenues and
expenses, whether these assets are separately acquired or internally developed. This
standard was adopted by the Company beginning December 1, 2008. The Company does
not anticipate that the application of this section will have a material effect on its financial
position and results of operations.

15



GUESTLOGIX INC.

Notes to Consolidated Financial Statements
Three and six months ended May 31, 2009 and May 31, 2008 (unaudited)

1.

Summary of significant accounting policies (continued)

Inventories

In June 2007, the CICA issued Handbook Section 3031 Inventories (‘Section 3031’). This
Section supersedes Handbook Section 3030 Inventories and is based on International
Financial Reporting Standard IAS 2 Inventories. The Section prescribes the accounting
treatment for inventories and was adopted by the Company beginning on December 1, 2008.
The application of this section did not have a material effect on its financial position and
results of operations.

Recently issued pronouncements not yet adopted

In January 2009, the CICA issued Handbook Sections 1582, Business Combinations (Section
1582), 1601, Consolidated Financial Statements (Section 1601) and 1602, Non-controlling
Interests (Section 1602). Section 1582 replaces CICA Handbook Section 1581, Business
Combinations, and establishes standards for the accounting for business combinations that is
equivalent to the business combination accounting standard under International Financial
Reporting Standards. Section 1582 is applicable prospectively to business combinations for
which the acquisition date is on or after the beginning of the first annual reporting period
beginning on or after January 1, 2011, with early adoption permitted. Section 1601 together
with Section 1602 replaces CICA Handbook Section 1600, Consolidated Financial
Statements. Section 1601 establishes standards for the preparation of consolidated financial
statements. Section 1602 establishes standards for accounting for a non-controlling interest
in a subsidiary in consolidated financial statements subsequent to a business combination.
Sections 1601 and 1602 are applicable for interim and annual consolidated financial
statements relating to fiscal years beginning on or after January 1, 2011, with early adoption
permitted. An entity must adopt Section 1582, 1601 or 1602 at the same time. The
Company plans to adopt these standards effective December 1, 2010 and does not expect
the adoption will have a material impact on the results of operations or financial position.

International financial reporting standards (‘IFRS’)

In 2006, the Canadian Accounting Standards Board (‘AcSB’) published a new strategic plan

that will significantly affect financial reporting requirements for Canadian companies. The AcSB
strategic plan outlines the convergence of Canadian GAAP with IFRS over an expected five
year transitional period. In February 2008, the AcSB announced that 2011 is the changeover
date for publicly accountable profit-oriented enterprises to use IFRS, replacing Canadian GAAP
for interim and annual financial statements relating to fiscal year beginning on or after
January 1, 2011. While the Company has begun assessing and reviewing the impact of IFRS,
the financial reporting impact of the transition to IFRS cannot be reasonably estimated at this
time.

16



GUESTLOGIX INC.

Notes to Consolidated Financial Statements
Three and six months ended May 31, 2009 and May 31, 2008 (unaudited)

2,

Restricted cash and cash equivalents

As at May 31, 2009, the Company had restricted cash of $2,351,811 (November 30, 2008 -
$2,895,100), as required to provide collateral security against capital leases (see note 5). To
fulfill this obligation, the Company has purchased short-term U.S. dollar-denominated
investments.

Included in restricted cash and cash equivalents is:
May 31, 2009 November 30, 2008
Cash $ - $ -
Short-term deposits $ 2,351,811 $ 2,895,100

Net finance receivables and capital assets deployed
(a) Net finance receivable
Amounts owing under sales-type leases entered into through the Company's multiple element

arrangements are recorded as net finance receivables. Future minimum payments receivable
under these multiple element arrangements are as follows:

2009 $1,945,232
2010 2,955,949
2011 1,647,561
2012 216,406
2013 3,105

$6.768,253

The average interest rate implicit to these leases ranges from 5.34% to 12.25%

Costs deferred under these multiple element arrangements, representing equipment sold under
the sales-type leases above, are recorded as capital assets deployed.

(b) Capital assets deployed
November 30, 2008
Cost  Accumulated Amortization Net Book Value
Capital assets deployed $10,361,580 $4,350,316 $6,011,264
May 31, 2009
Cost Accumulated Amortization Net Book Value
Capital assets deployed  $12,075,924 $6,019,085 $6,056,839

17



GUESTLOGIX INC.

Notes to Consolidated Financial Statements
Three and six months ended May 31, 2009 and May 31, 2008 (unaudited)

4,

Property and equipment

Accumulated Net book
November 30, 2008 Cost amortization value
Computer equipment $ 128,776 $ 77,416 $ 51,360
Furniture and fixtures $ 138,501 $ 26,816 $ 111,685
Total property and equipment $ 267,277 $ 104,232 $ 163,045

Accumulated Net book
May 31, 2009 Cost amortization value
Computer equipment $ 202,672 $ 92,766 $ 109,906
Furniture and fixtures $ 140,841 $ 45,348 $ 95,493
Total property and equipment $ 343,513 $ 138,114 $ 205,399

Obligations under capital leases

From time to time the Company purchases hand-held, point-of-sale devices which in turn are
bundled with software, hosting and services and are leased to customers as described in note
1. These devices are then sold under sales-type lease arrangements to customers under a
multiple element revenue arrangement, as described in note 1.

In the six-month period ended May 31, 2009, hand-held, point-of-sale payment devices were
purchased at a cost of $2,011,149 (2008 - $1,801,661) of which $1,672,190 (2008 -

$1,166,305) were financed by way of capital leases.

The Company is required to have restricted cash to provide collateral security against certain of
the capital lease obligations (see note 2).
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5. Obligations under capital leases (continued)

The following is a schedule of future minimum lease payments for equipment under capital

leases:
May 31, November 30,
2009 2008
2009 $ 1,765,147 $ 2,843,489
2010 2,798,654 2,374,008
2011 1,436,597 867,577
2012 196,092
6,196,490 6,085,074
Less amount representing interest (at 5.33% to 12.25%) 657,948 623,423
5,538,542 5,461,651
Less current portion 2,572,056 2,434,185
$ 2,966,486 $
3,027,466

Interest expense related to this obligation for the year ended November 30, 2008 amounted to
$284,921 (2007 - $174,923). Interest expense related to this obligation for the three and six-
months ended May 31, 2009 was $173,901 and $280,268 respectively (2008 - $49,738 and
$101,712).

6. Deferred revenue

Deferred revenue reported as at November 30, 2008 was $6,263,003 (2007 - $3,198,600). The
deferred revenue reported as at May 31, 2009 was $7,161,526.

Deferred revenue includes deferred sales type lease revenue and deferred equipment sales
revenue and is recognized on a monthly basis over the terms of the corresponding
arrangements which range from three to five years as described in note 1.

7. Notes payable

On August 12, 2005, the Company purchased and cancelled the outstanding common shares
of GuestlLogix as part of a management buyout agreement in exchange for a non-interest
bearing note payable comprising a fixed obligation of $414,785 (U.S. $350,000). In addition,
contingent consideration of up to $200,000 is payable subject to the Company achieving certain
conditions at August 12, 2008, or at any time prior to that date if triggered by a liquidation event
as defined
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7.

Notes payable (continued)

in the agreement. On August 15, 2008 the Company agreed to settle the contingent liability
and any claims against the Company as a result of the management buyout, for cash
consideration of $159,390 (US $150,000) and 75,000 common shares issued from treasury at
the closing market price of $0.87 cents on August 14, 2008 valued at $65,250.

The balance outstanding under this obligation as at November 30, 2008 was $61,860 (U.S.

$50,000) (2007 - $100,000 (U.S. $100,000)). The amount outstanding is unsecured and was
repaid in December, 2008.

Share capital

All share and per share information in these notes and the accompanying consolidated financial
statements has been adjusted to give effect to an April 2007, 3:1 stock split.

(a) Authorized:

Unlimited number of voting common shares

(b) Issued

Number of

common
shares Amount
Balance, November 30, 2007 47,857,999 $12,084,398
Issuance of shares on exercise of warrants (i) 143,250 43,599
Issuance of shares on exercise of options (ii) 50,721 42,781
Issuance of shares on exercise of warrants (iii) 2,812,262 854,927
Issuance of shares on exercise of options (iv) 99,971 30,168
Issuance of shares upon shareholder loan conversion (v) 2,900,870 2,196,108
Issuance of shares on exercise of options (vi) 166,667 50,000
Issuance of shares upon settling accounts payable (vii) 164,000 142,680
Issuance of shares upon settling participating amount (viii) 75,000 65,250
Issuance of shares for cash consideration (ix) 1,176,500 1,000,025
Issuance of shares on exercise of warrants (x) 48,698 35,358
Balance, May 31, 2009 55,495,938 $16,545,294
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8.

Share capital (continued)

(b) Issued (continued)

(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

In February 2008, the Company issued 143,250 common shares upon the exercise of
warrants for total consideration of $28,650. The value previously attributed to the
warrants of $14,949, was reallocated to share capital at that time.

In February 2008, the Company issued 50,721 common shares upon the exercise of
options for total consideration of $35,504. The value relating to these options
previously attributed to contributed surplus of $7,277, was reallocated to share capital
at that time.

In April 2008, the Company issued 2,812,262 common shares upon the exercise of
warrants for total consideration of $562,452. The value relating to these options
previously attributed to warrants of $292,475, was reallocated to share capital at that
time.

In March and April 2008, the Company issued 99,971 common shares upon the
exercise of options for total consideration of $17,196. The value relating to these
options previously attributed to contributed surplus of $12,972, was reallocated to
share capital at that time.

On June 30, 2008, the Company issued 2,900,870 common shares upon the
conversion of a shareholder loan with a face amount of $576,693. The value of
conversion rights relating to convertible shareholder loans of $1,619,415, was
reallocated to share capital.

In July 2008, the Company issued 166,667 common shares upon the exercise of
options for total consideration of $50,000. These options formed part of the options
transferred from Growthgen in August 2007.

On August 15, 2008, the Company issued 164,000 common shares having a value of
$142,680 towards the partial settlement of an accounts payable.

On August 15, 2008, the Company issued 75,000 common shares having a value of

$65,250 as partial consideration of the participating amount payable arising from the
2005 management buyout.
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8.

Share capital (continued)

(b)

(c)

Issued (continued)

(ix) On November 7, 2008, the Company issued 1,176,500 common shares for proceeds
of $1,000,025 in a private placement.

(x) On November 14, 2008, the Company issued 48,698 common shares upon the
exercise of warrants for total consideration of $9,740. The value previously attributed
to the warrants of $25,618, was reallocated to share capital that month.

Stock options:

The Company has established a stock option plan (the ‘Plan’) to encourage ownership of
the Company's common shares by its key officers, directors, employees and selected
consultants. The Plan, as restated, and approved by shareholders subsequent to the
amalgamation with Growthgen, provides for an amount up to 15% of the outstanding
common shares of the Company to be reserved for issuance. The number of shares
reserved for issuance under the Plan at May 31, 2009 is 6,655,932 common shares with
provision that the Board of Directors has the right from time to time, to increase such
number subject to the approval of shareholders of the Company. Options under the Plan
vest over various periods from the date of the granting of the option. All options granted
under the Plan that have not been exercised within up to ten years of the grant will expire,
subject to earlier termination if the optionee ceases to be an officer, director, employee or
consultant of the Company.

The fair value of options granted was estimated on the date of the grant using the
Black-Scholes option-pricing model, resulting in the weighted average fair value of options
granted for the three and six-month periods ended May 31, 2009 being $0.53 and $0.59
respectively, with the following assumptions:

Three-months Six-months
ended ended
May 31,2009  pay 31, 2009
Risk-free rate of return 1.89% 1.81% - 1.89%
Expected volatility 110.5% 89.1% 110.5%
Dividend yield -% -%
Average expected life of the options 4 years 4-5 years
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8. Share capital (continued)
(c) Stock options (continued)

The following is a summary of the stock options outstanding and the weighted average
exercise price granted, as at May 31, 2009:

Number of Options Weighted Average

Outstanding Exercise Price
Outstanding, November 30, 2007 2,589,364 $ 0.46
Granted during the period 1,100,289 1.20
Exercised (317,359) 0.32
Cancelled (215,442) 0.81
Outstanding, November 30, 2008 3,156,852 $ 072
Granted during the period 1,596,206 0.48
Cancelled (543,386) 1.14
Outstanding, May 31, 2009 4,209,672 $ 0.57
Exercisable at May 31, 2009 1,993,734 $ 0.53

The range of the exercise price for the options outstanding is $0.07 to $1.40.
The Company recognized $81,544 and $174,346 of stock-based compensation expense

for stock options issued to service providers directors and employees during the three and
six-month periods ended May 31, 2009 (2008 - $94,731 and $147,417).
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8. Share capital (continued)

(c) Stock options (continued)

The weighted average remaining contractual life and weighted average exercise price of
options outstanding and of options exercisable as at May 31, 2009 are as follows:

Options outstanding Options exercisable
Weighted Weighted Weighted
Average Average Average
Range of Number Exercise Contractual Number Exercise
Exercise Price  Outstanding Price Life Exercisable Price
$0.07 808,137 $0.07 1.42 years 808,137 $0.07
$0.47-0.70 2,441,612 $0.56 3.43 years 730,541 $0.69
$0.83-1.24 893,929 $1.08 3.57 years 416,392 $1.06
$1.25-1.40 65,994 $1.30 3.64 years 38,664 $1.30
4,209,672 $0.57 3.03 years 1,993,734 $0.53

(d) Warrants

The following is a summary of outstanding warrants as at May 31, 2009 and November 30,
2008 and changes during the six-month period ended May 31, 2009 and the year ended
November 30, 2008:

May 31, 2009 November 30, 2008
Number of Number of
Warrants Amount Warrants Amount
Exercise price of U.S.$0.32 980,468 237,806 980,468 237,806

expiring June 30, 2009 (i)
Exercise price of U.S.$0.726
expiring August 16, 2011 to 727,047 64,849 727,047 64,849
October 1, 2011 (ii)
Exercise price of U.S.$0.907
expiring August 16, 2011 to
October 1, 2011 (ii) 540,480 80,408 540,480 80,408
Exercise price of U.S.$0.57
expiring on January 31,

- - 119,075 8,119
2009 (iii)
Exercise price of $0.84 expiring
on July 31, 2009(iv) 501,202 138,804 501,202 138,804
Exercise price of $0.70 expiring
on July 31, 2009 (v) 900,004 283,827 900,004 283,827
Exercise price of $0.99 expiring 50,000 14.796 50,000 14.796

on September 15, 2010 (vi)

3,699,201  $ 820,490 3,818,276 $ 828,609
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8.

Share capital (continued)

(d) Warrants (continued)

(i)

(ii)

(iif)

(iv)

(v)

(vi)

Warrants issued and outstanding in conjunction with $445,990 (U.S. $400,000) in
notes payable on June 20, 2006 totalled 980,468. The warrants expire on June 30,
2009.

Warrants issued and outstanding in conjunction with an additional U.S. $653,626 in
convertible loans in 2006 totalled 1,267,527. The warrants have exercise prices of
U.S. $0.726 and U.S. $0.907 per share and expire between August 16, 2011 and
October 1, 2011.

Warrants issued and outstanding in conjunction with services provided to the
Company totalled 119,075 and have an exercise price of U.S. $0.57 per share and
expire on January 31, 2009. These warrants expired unexercised on January 31,
2009 and the value previously attributed to the warrants $8,119, was reallocated to
contributed surplus.

Warrants issued and outstanding in conjunction with capital raising services provided
to the Company totalled 501,202 and have an exercise price of $0.84 per share and
expire on July 31, 2009.

Warrants issued and outstanding in conjunction with capital raising services provided
to the Company totalled 900,004 and have an exercise price of $0.70 per share and
expire on July 31, 2009.

Warrants were issued in September totalling 50,000 for consulting services provided
to the Company and have an exercise price of $0.99 per share and expire on
September 15, 2010.

25



GUESTLOGIX INC.

Notes to Consolidated Financial Statements
Three and six months ended May 31, 2009 and May 31, 2008 (unaudited)

9. Changes in non-cash operating working capital
Three—months ended Six-months ended
May 31 May 31 May 31 May 31
2009 2008 2009 2008
Accounts receivable $(313,939) $122,243 (678,883)  (93,429)
Inventory (17,283) - (451,295) -
Prepaid expenses and other assets (95,553) (315,504) (113,036) (357,050)
Investment tax credits
receivable - (108,648) - 51,347
Accounts payable and
accrued liabilities 244,535 339,629 (376,882) (57,532)
Advance to supplier 136,252 (2,580) 108,521  (297,900)
$ (45,988) 35,140 (1,511,175) (754,564)

10. Financial instruments

Financial instruments of GuestLogix consist of cash and cash equivalents, restricted cash and
cash equivalents, receivables, advances to supplier, accounts payable and accrued liabilities,
notes payable and obligations under capital leases. There are no significant differences
between the carrying amounts of the items reported on the balance sheet and their estimated

fair values.

The Company’s risk exposures and their impact on the Company’s financial instruments are

summarized below:

Credit risk

GuestLogix is currently dependant on a number of large customers in Europe and the United
States. (See note 14.) At the period end, the accounts receivable from the Company’s top five
customers comprised approximately 62% of the total accounts receivable. As GuestLogix
expands its offering and increases distribution of its products, management anticipates the
dependency on these customers to decrease and that its accounts receivable and contract
risks would also be moderated. There has been no significant write-off of accounts receivable

in the three and six-months ended May 31, 2009.

The following table provides information regarding the aging of accounts receivable that are

past due but which are not impaired as at May 31, 2009:

10. Financial instruments (continued)
26



GUESTLOGIX INC.

Notes to Consolidated Financial Statements
Three and six months ended May 31, 2009 and May 31, 2008 (unaudited)

1.

Credit risk (continued)

Current 31 - 60 days 61-90 days 91 days + Carrying value
$ 1,722,950 $ 284,450 $ 926,895 $ 223,185 $ 3,157,480

The definition of amounts that are past due is determined by reference to terms agreed with
individual customers. None of the amounts outstanding have been challenged by the
respective customer and the Company continues to conduct business with them on an ongoing
basis. Accordingly, management expects that this balance is fully collectible in the future.

Liquidity risk

The Company believes that at the present time it does not face significant liquidity risk as it has
been has able to continue to source funding for the point-of-sale hand-held devices. However,
the Company has experienced an increase in the time required to secure funding, which has
necessitated the Company using its own working capital to bridge-finance capital asset
deployments. In addition to mitigate liquidity risk, the Company became cash-flow positive on
operations during the second quarter of 2009.

Market risk

(a) Interest rate

Cash equivalents and restricted cash are invested in money market instruments of varying
maturities less than 90 days. Consequently, GuestLogix is exposed to interest rate risk as a
result of holding investments of varying maturities. The fair value of investments, as well as the
investment income derived from the investment portfolio, will fluctuate with changes in
prevailing interest rates. GuestLogix does not use interest rate derivative financial instruments
in its investment portfolio but invests in Canadian Schedule A bank instruments. The Company
does not believe that there is a significant interest rate risk, due to the short-term nature of its
investments.

(b) Foreign exchange

GuestLogix is exposed to foreign exchange risk as a result of transactions in currencies other
than its functional currency of the Canadian Dollar. The majority of GuestLogix’s revenues are
transacted in U.S. Dollars, Euros and Sterling. Purchases of equipment required to deliver on

GuestLogix’s contracts are primarily transacted in U.S. Dollars. GuestLogix does not currently
use derivative instruments to hedge against foreign exchange risk.

Guarantees
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In the normal course of business, the Company enters into agreements that meet the definition
of a guarantee.

(@)

(b)

Indemnity has been provided to all directors and officers of the Company for various items
including, but not limited to, all costs to settle suits or actions against due to association
with the Company, subject to certain restrictions. The Company has purchased directors’
and officers’ liability insurance to mitigate the cost of any potential future suits or actions.
The term of the indemnification is not specifically defined, but is limited to the period over
which the indemnified party served as a trustee, director or officer of the Company. The
maximum amount of any potential future payment cannot be reasonably estimated.

In the normal course of business, the Company has entered into agreements that include
indemnities in favour of third parties, such as purchase and sale agreements, confidentiality
agreements, engagement letters with advisors and consultants, outsourcing agreements,
leasing contracts, information technology agreements and service agreements. These
indemnification agreements may require the Company to compensate counterparties for
losses incurred by the counterparties as a result of breaches in representation and
regulations or as a result of litigation claims or statutory sanctions that may be suffered by
the counterparty as a consequence of the transaction. The terms of these indemnities are
not explicitly defined and the maximum amount of any potential reimbursement cannot be
reasonably estimated. The nature of these indemnification agreements prevents the
Company from making a reasonable estimate of the maximum exposure due to the
difficulties in assessing the amount of liability, which stems from the unpredictability of
future events and the unlimited coverage offered to counterparties. Historically, the
Company has not made any payments under such or similar indemnification agreements
and therefore no amount has been recorded in the balance sheet with respect to these
agreements.
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12,

13.

14.

Related party transactions

Transactions between the Company and its shareholders and other related parties are in the
normal course of operations and are measured at the exchange amount, which is the amount
of consideration established and agreed to by the related parties.

Certain of the senior executives are compensated through management service agreements.
These agreements entitle these individuals to a fixed monthly payment and reimbursement of
reasonable out-of-pocket expenses. During the three and six month periods ended May 31,
2009 the Company incurred costs of $67,500 and $135,000 (2008 -$97,500 and $195,000)
relating to these agreements, which are included in sales and marketing and general and
administrative expenses.

Interest paid or payable to shareholders during the three and six-month periods ended May 31,
2009 on shareholder loans totalled $NIL and $NIL respectively (2008 - $20,350 and $40,479).

Commitments

Future minimum lease payments under the premises and computer equipment operating
leases, exclusive of taxes and other operating costs, are as follows:

2009 $ 88,517
2010 165,122
2011 166,065
2012 146,917
2013 66,702

$ 633,323

Segmented information and customer concentration
(a) Geographic information

The Company manages its operations in one business segment, which is providing
proprietary transaction-based onboard retail software solutions for the passenger travel
industry. All significant property and equipment are located in Canada, except for the point-
of-sale hand-held devices which are deployed to the customer locations. During the three
and six months ended May 31, 2009 $3,644,361 and $6,929,019 of the Company's
revenue
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14.

15.

16.

Segmented information and customer concentration (continued)
(a) Geographic information (continued)

(2008 - $1,285,254 and $2,286,277) was derived from North America, while the remainder
of $910,821 and $1,627,422 (2008 - $541,456 and $944,290) was derived primarily from
Europe, the Middle East and Africa.

(b) Major customers

During the three and six months ended May 31, 2009, the five top customers accounted for
80% and 81% of the total revenue respectively (4 customers in 2008 — 80% and 79%).

Contingencies

In December 2006, a complaint was filed against the Company in the United States. The
plaintiff is seeking compensatory damages of U.S. $150,000 together with punitive damages in
an unspecified amount. The plaintiff had also undertaken an action against American Airlines
which they withdrew during August 2008. As a result of the withdrawal of the action by the
plaintiff against American Airlines, GuestLogix is no longer at risk of having to indemnify
American Airlines against this action. The Company believes this complaint is without merit
and will defend itself in the normal course. While the outcome of the above claim is not
determinable, no amount relating to this matter has been accrued in the consolidated financial
statements.

Capital management

Management defines capital as the Company’s shareholders’ equity. The Company’s objective
in managing capital is to ensure a sufficient liquidity position to finance and secure its revenue
growth and expansion globally and to finance development activities, general and
administration expenses, working capital and overall capital expenditures, especially
expenditures to acquire capital assets deployed. The Company makes every attempt to
manage its liquidity to minimize shareholder dilution when possible.

To finance its activities, the Company has followed an approach that relies on revenue growth,
issuance of common shares and financing through capital leases. Since inception, the
Company has financed its activities primarily through public offerings of common shares,
shareholder loans and capital leases.
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16.

17.

Capital management (continued)
The Company’s policy is to maintain a minimal level of debt for operating purposes.

The Capital management objectives for fiscal 2009 remained the same as those of the previous
fiscal year.

At May 31, 2009, cash amounted to $1,289,806 and accounts receivable amounted to
$3,157,480. Allowing for the exercise of options and warrants during the year and revenue
agreements in existence, management believes that its cash position will be sufficient to fund
operation and capital needs for at least one year.

The Company’s policy on dividends is to retain cash to keep funds available to finance
operations and growth. However, the Board of Directors may choose to declare a dividend if

warranted in the circumstances.

The Company is not subject to any externally imposed capital requirements.

Reclassification of comparative figures

Certain amounts from prior periods have been reclassified to conform to the current period’'s
presentation.
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