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PROFILE

20-20 Technologies believes that the interior design and furniture industries
are ready to be transformed. Our software platform is tailored specifically for
the interior design and furniture-making business and can be employed across
all environments including desktop, mobile and web. With our unique end-
to-end suite of software, all functions of the interior design process — from
inspiration to completion — can be integrated, with less duplication of effort
and more productivity. To learn how 20-20 Technologies can transform your
world, visit www.2020technologies.com

20-20 Technologies



FINANCIAL HIGHLUIGHTS

(In thousands of U.S. dollars, except number of shares and per share data)

Fiscal year ended October 31

OPERATING RESULTS

Revenues 68,717 65,233 63,107 78,602 67,627
Gross margin 49,458 48,155 47,004 56,992 49,188
% of revenues 72.0% 73.8% 74.5% 72.5% 72.7%
EBITDAM 7,461 8,504 9,349 4,376 12,734
% of revenues 10.9% 13.0% 14.8% 5.5% 18.8%
Operating income (loss) 3,517 3,975 5616 (2,690) (7,493)
Net earnings (loss) 1,325 2,289 2,581 (2,297) (5,249)
PER SHARE
Earnings (loss)
Basic $0.07 $0.12 $0.14 $(0.12) $(0.28)
Diluted $0.07 $0.12 $0.14 $(0.12) $(0.28)
Book value $4.05 $3.88 $3.53 $2.99 $4.01
FINANCIAL POSITION
Working capital 3,563 4,760 12,617 4947 37,150
Total assets 108,713 109,036 117,236 103,060 104,063
Shareholders’ equity 76,285 73,373 66,903 56,667 75,635
Total common shares outstanding 18,817,192 18,921,792 18,926,692 18,947,292 18,850,302

(1) EBITDA is a non-Canadian GAAP measure related to cash earnings and is defined for these purposes as operating income plus amortization, adjusted for non-recurring items and other items such as restructuring costs.
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LETTER FROM
JEAN MIGNAULT

Executive Chairman of the Board
& Chief of Strategic Direction

In the past year, 20-20 not only maintained but extended its position as the software leader in the global interior

designand furniture industry. We also used our technological and market leadership as a foundation —a springboard —
to create the unprecedented platform that we are introducing to our industry.

20-20's platform makes information consistent throughout the lifecycle of
an interior design project. It manages data in a way that is standardized for
every player along the route.

This end-to-end industry software platform consists of cloud-based, conti-
nuously available services that accomplish all critical software tasks in the
interior design and furniture industry vertical. This powerful resource will be
accessible through any computing device from desktop to handheld.

The platform derives from our Company's 25 years of industry experience,
unremitting innovation and technologies accumulated through acquisitions.
Describing it as “unprecedented” is no exaggeration. One point cannot be
over-emphasized: this achievement is powerful precisely because it's verti-
cal.

The platform creates a depth of integration, a level of interaction and a
power of collaboration that no other software company has devised for this
vertical industry.

Whoever you are along the demand, design, supply and delivery chain —
consumer, salesperson, production scheduler, manufacturer, installer — you
can access what you need and perform your role on whatever computing
device you care or need to use.

Moreover, you can execute whether you're at home, in the store, factory or on
the go, wherever in the world you happen to be. Powerful computing does not
mainly take place on your device, but rather on the cloud, accessible through
an interface designed specifically for your role. The information related to
both the technical and business aspects of all projects resides upon common
project and product databases which 20-20 empowers and supports.

With the launch of “/deal Spaces”, as the Retail side of our platform, we
are inaugurating a unique resource in the world. We are now targeting all
potential partners to create their own services and applications upon our
platform, bringing advantages to both our partners and our customers. Our
open business model aims to foster a 20-20 “on-line store” which will only
further entrench the Company’s authority in the industries we cover.

Relative to the kitchen and bath industry, still our mainstream, | have recent-
ly had the honour of being selected by the National Kitchen & Bath Associa-
tion, the premier North American kitchen and bath association, as this year's
Hall of Fame inductee. This distinction is shared with a remarkable group of
industry visionaries, who invented or developed many of the industry’s best
products or concepts.

We are now in heavy marketing mode to leverage “/deal Spaces”, part of the
20-20 platform described above, a powerful invention and uniquely innova-
tive concept from 20-20 that embodies and delivers on all the technological
and business trends we see in our market. WWe continue to sell our products,
as we have always done, but we have also skated, advantageously alone, to
“where the puck will be”. Qur shareholders will reap the rewards of our new
platform in the years to come.

ot

Executive Chairman of the Board and
Chief of Strategic Direction
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In 2011 our Company performed well in a volatile marketplace that
proved demanding for the entire interior design and furniture industry.
At the same time, we moved steadily forward with our strategic plan.
The progress achieved with our open platform has placed us at the
forefront of the industry’s evolution and has aligned us more closely with
our customers’ needs. The Company’s innovations have also created
increasingly greater distance between 20-20's offering and that of
our competitors.

During the year, our Board of Directors took important steps to support
the implementation of the Company’s strategic plan with its growth
initiatives.

After the Human Resources and Governance committee conducted an
exhaustive analysis of the skills and experience required for the Board
going forward, shareholders approved the appointment of two new
independent Directors: Mr. Philip Deck, President of Extuple Inc., a
technology finance company; and Mr. Lucas Skoczkowski, CEO of
Redknee Inc., a global provider of innovative communication software
products, solutions and services.

These highly experienced industry leaders have brought unique software
industry skills, invaluable industry insights and enhanced geographical
representation to 20-20's Board. Their counsel is proving particularly
pertinent to 20-20’s current evolution in the marketplace.

In league with the strictest corporate governance guidelines in 2011,
the Board undertook to ensure that every major step taken by 20-20
Technologies responded to the best interests of clients, employees and
shareholders. Accordingly, my fellow Directors and | ascertained that
the Company’s operations were conducted in a context of full accoun-
tability and transparency, and that its decisions rested on client-centric
long-term thinking — all in the interest of sustaining and growing
shareholder value.

Jocelyn Proteau
Vice Chairman of the Board and
Lead Director
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MESSAGE FROM

JEAN-FRANCOIS GROU

Chief Executive Officer

In 2011, 20-20 Technologies successfully dealt with a new market environment worldwide. Our strategy of adhering as
closely as possible to customer needs and in step with their own far-reaching goals is making a difference. The dominance

of our Company in the field of interior design and furniture software has not only been maintained on a worldwide basis,

but considerably strengthened.

The achievement of the central feature of our Company's strategic plan has
resulted in an open platform for all industry participants. As explained in the
Letter from our Executive Chairman, Jean Mignault, this accomplishment
represents a revolutionary step forward. 20-20 has opened a new era in
technological and business collaboration in the interior design vertical —and
has thereby built significant additional value for the Company’s shareholders.

OVERCOMING CHALLENGES

Our Company's revenue of $68.7 million represented a $3.5 million impro-
vement over last year's results and reflected two principal factors: 1) North
American and European marketplaces have not yet recovered their pre-
recession momentum, and 2) sales accelerated for 20-20 in new growth
vectors we had identified the previous year. Positively for the Company
going forward, we experienced sequential quarterly improvement during
the year in revenue generation, and our business grew more diversified than
ever before in terms of geography and product mix.

EXTENDING OUR GLOBAL REACH

As I've mentioned, the Company’s largest markets, namely the Home sector
of kitchen and bath design in the U.S. and western Europe, under-performed
in 2011. However, 20-20's revenues increased by a highly significant 41%
over the previous year in emerging markets like China, Russia and Brazil.

Our breakthrough in Russia was particularly pronounced as we signed six

new customers, the majority of whom operate both factories and store
networks and who opted for 20-20's end-to-end solution. In such green-
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field markets our comprehensive offering provides a distinct advantage. No
competitor can deliver the same value proposition as our complete vertical
application.

20-20's international achievements derive from two years of focused effort
and emphasis on the growing importance of markets outside North America
and Western Europe. They also highlight our strategy of entering new geo-
graphic areas by managing risk through partnerships with local distributors.
It is worth mentioning that despite challenging market conditions in North
America and Western Europe, we relentlessly pursued new product intro-
ductions. In doing so, we brought benefits to existing customers, entered
specific new domains within our industry and generally expanded our
market coverage.

OPENING NEW MARKETS

The Company’s strategic initiatives in product diversification began retur-
ning significant dividends in 2011 as we pursued incremental opportunities
in market segments not previously served by 20-20. For example, our fully
integrated end-to-end Closet Design and Manufacturing solution was suc-
cessfully implemented by a large North American client, and we expect the
closet domain to continue acting as a major growth vector going forward.

In the retail furniture industry we have achieved greater penetration
thanks to the increasing adoption of our business to consumer tool,
20-20 Virtual Planner. This is 20-20's 3-D web visualization space planning
software, which is used by an increasing number of retail leaders worldwide.

In the Cabinet Maker sector, one of the world's largest suppliers of
components for the kitchen industry, Blum Hardware, endorsed
20-20's ShopWare solution throughout Canada. We are the only software
provider to have created a specific application for Blum’s product line within
our sales and manufacturing tools. The product has received very positive
feedback in Canada, and the innovation will be rolled out in the U.S. and
Europe in 2012.

INTO THE CLOUD WITH IDEAL SPACES

Anticipating the demands of our clients, 20-20 has remained at the fore-
front of the trend to supplement desktop-based solutions with Web-based
solutions. In all industries this evolution is referred to as “going cloud.”
Building on its twelve years of experience with Internet technologies, 20-20 is
guiding the interior design and furniture industry into the cloud with a
trailblazing initiative called /deal Spaces.

Ideal Spaces signifies the interaction of 20-20's digital merchandising
tools on the web with our traditional in-store design systems. This means
that consumers and retailers will now access product information and
perform design functions from any Internet-enabled computing device, wired
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or mobile. It means that retailers no longer need to equip hundreds or thou-
sands of store computers with desktop versions of 20-20 software; they can
access the technology and their catalogs through the Web. At the same
time, powerful imaging and design capability has been put at the fingertips
of consumers.

A range of efficiencies are gained by linking what the consumer begins at
home with what the salesperson finishes in the store. The effect is to pro-
vide our retail clients with a competitive edge while significantly enhancing
their ability to sell.

UNLEASHING GROWTH

20-20's diversification initiatives are expected to continue acting as our main
growth vectors in 2012. On the product side we are targeting opportunities
among interior design remodelers and in the promising homebuilder market.
More generally, /deal Spaces, increasingly representing the convergence
of our product initiatives, will yield benefits beyond the retail component
as the entire end-to-end solution begins migrating to the cloud with our
collaboration platform.

In our traditional markets which have struggled to recover in a sluggish
economy, particularly in the U.S., the potential exists for a new round of
investments and upgrades by manufacturers and retailers. They have long
since devised plans to expand their own markets using 20-20's tools and
they may be ready to execute.

We enjoy bright prospects for increased business in China. Having signed
a number of clients to our manufacturing software in 2011, we expect to
benefit in 2012 as they opt to complete the end-to-end solution by deploying
our corresponding point-of-sale technology.

Most importantly, as my colleague Jean Mignault details in his Letter,
20-20's Platform is taking shape and will begin unleashing its benefits to our
customers in 2012. The platform holds unmistakable promise of highlighting
20-20 as the principal spawning ground of innovation for the vertical we
serve. It would thereby further entrench our Company as the world's
dominant supplier of software solutions to the interior design and furniture
industries.

Jean-Frangois Grou
Chief Executive Officer



Customer Engagement

AMERICAS

COLLABORATION

e The House Designers selected 20-20

as the solution provider for the

specification and sale of countertops;

e A host of product launches across the

continent, including cloud-based business
management tools, closet solutions, on-
line ordering suite and tablet planner apps
strengthened our end-to-end solution;

Proof-of-concept projects to extend
20-20s reach and stimulate growth in
new sectors were initiated with large
homebuilders and cabinet manufacturers.

Teknion and Humansee

>

The implementation of 20-20's software and ongoing adoption of updates by many of the largest
interior design retailers and furniture manufacturers in North America demonstrates our tech-
nology's innovation, power and flexibility. This abbreviated list identifies just a few of the major
customers we are proud to serve:

>

Ameriwood, a leading Wal-Mart vendor, selected 20-20 as the solution provider for an online
storage solution for consumers using our 20-20 Virtual Planner software;

Superior Cahinets implemented 20-20s on-line visualisation and collaboration tools to
provide builders and consumers with an interactive and intuitive experience to select and
experiment with kitchen design options;

Thomasville, one of the top five furniture retailers in North America, went live on the web with
20-20 Virtual Planner;

Kohler Co., a global leader in the manufacturing of kitchen and bath products, launched the first
20-20 catalog for bathroom design and attracted over 5,000 downloads in the first two weeks;

Bernhardt, a prominent American furniture designer and manufacturer, became a high-profile
adopter of 20-20's end-to-end solution, with its new catalogs for 20-20 CAP and 20-20 Visual
Impression generated by our 20-20 Enterprise inSight manufacturing solution.



Customer Engagement

EMEA

COMPLETE SOLUTION

In 2011, six more highly experienced
consultants were added to 20-20's
professional services team based in
Germany to support the implementation
of our end-to-end solution throughout
Europe;

In Russia over the past year, six additional
manufacturers opted for 20-20 Enterprise
inSight factory management software;

20-20's photo-realistic visualization tool
for the websites of furniture retailers,
20-20 Virtual Planner, was adopted by
Roche Bobois and But in France, as well
as other well known retailers in Germany
and Eastern Europe.

The “take-home message” from 20-20's activities in Europe relates to the increasingly widespread
adoption of our Company's unique end-to-end solution.

The constant feedback we receive from our clients speaks to this fact as eloquently as our sales
figures. More and more manufacturers and retailers in Europe have come to understand the
value of engaging 20-20's complete solution. They recognize the benefits of a seamless software
technology that meets all their needs from point-of-sale to factory floor.

For example, Mekran, a leading Russian solid wood furniture manufacturer, is now implementing
a suite of 20-20s software applications to provide its far-flung operations with a state-of-the-art
kitchen design and manufacturing solution.

With every facet of their operations integrated and managed on a common data platform, the
clients of 20-20 have become the most modernized and automated in Europe.

This trend represents the validation of 20-20's end-to-end strategy which — in powerful contrast
to competitive offerings — integrates the complete set of interior design industry processes from
conception to design and from manufacturing to delivery and installation.

20-20's deep-rooted position in the European marketplace has acted as a valuable springboard
for sales in the Middle East and Africa. While we penetrate those emerging markets with 20-20's
point-of-sale solution, we are relying upon close collaboration with our network of independent
consultants and distributors. As envisioned in our business plan, these partners are playing a
crucial role in the development and expansion of 20-20's growth strategy.




Customer Engagement

APAC

PARTNER

e |n 2011, our 20-20 Enterprise inSight

Factory Management and 20-20 Virtual
Planner 3D Web Visualization Space
Planning solutions were successfully
adopted in China by the largest compa-
nies in their class.

e (QOver 60 furniture manufacturing compa-

nies in China are now using 20-20's Flex
(Closet) technology providing an excellent
market for our newly launched 20-20 En-
terprise inSight and 20-20 Virtual Planner.

¢ |nAustralia & New Zealand, seven compa-

nies operate 20-20 Virtual Planner over
the web, including Masters, one of the
region’s top Home Centers.

APAC: Asia Pacific

20-20's breakthrough in the world's largest emerging market is “a fait accompli* and our objective
in the Asia Pacific is now accelerated growth.

In 2011, we formed the APAC Solution Team which met with our clients and industry partners in
the region to validate and configure a highly optimized end-to-end solution for the Home Furniture
Industry.

During the year, the APAC Solution Team signed 20-20's largest ever contract in China and started
implementing 20-20 Enterprise inSight at Oppein Home Group, the largest kitchen cabinet,
wardrobe, and bathroom cabinet manufacturers in Asia. With over 1,400 licenses of 20-20 Design
in the Oppein showrooms, this Chinese interior design leader now operates a seamless data
connection between its showroom points-of-sale and its factory floors. Thanks to our technology,
Oppein can now meet its customers’ needs in detail while combining excellent design concepts
with the highest standards of production quality.

In the residential marketplace, 20-20 Virtual Planner has been adopted by two major Chinese
manufacturer-retailers. Both Haier Appliances, the China-based global appliance giant, and Natural
Flooring, China's largest flooring manufacturer, have implemented our state-of-the-art 3-D web
visualization space planning tool.
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As the market and technology leader for the software needs of the interior design industry, 20-20 has been providing its
customers with innovations for a quarter century. Today we are continuing to keep them on the leading edge with solutions

that leverage mobile applications and cloud computing.

MOBILE

The efficiencies of mobile technologies are changing the way business is
conducted across the entire business landscape. Again, 20-20 has remained
at the forefront of originality in this regard. To provide our customers the full
benefit of “going mobile” we have created or acquired technologies that
dramatically enhance the consumer experience, sales process and business
administration within our industry vertical.

For instance, following extensive customer research to determine the most
important functionalities for the home furnishings industry, a mobile room
planning solution was developed to integrate with retailers” web-based
20-20 Icovia Planning software. Our state-of-the-art application for tablet
computers such as the iPad was launched in October of 2011.

The response from our customer base has been enthusiastic in terms of the
role this technology now plays in their competitiveness and potential growth.
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CLOUD COMPUTING
20-20's comprehensive portfolio of proprietary, user-friendly solutions now
leverages the “cloud” to maximum effect for our customers.

20-20 LiveSUITE is an electronic order processing tool that connects dealers
and manufacturers in the kitchen, bath, office and closet industries. This
cloud-based ordering system ensures accurate pricing and product configu-
rations along with real-time order status updates — thus saving time for our
customers while increasing their productivity.

20-20 Surfaces is a project management software for surface/countertop
fabricators which allows them to manage projects more efficiently and
generate estimates more quickly. The technology leverages the cloud to
allow dealers to access a fabricator's system and obtain real-time status
updates. This facilitates communication between vendor and customer and
allows the vendor to concentrate on producing the countertop.
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Designed with Allsteel catalogs

MEETING CUSTOMER NEEDS

At 20-20 we have a long established culture that stipulates the pursuit of inventive thinking from the perspective of our
customers. This approach demands constant interaction with them and continuous in-house improvement. We never
pronounce ourselves satisfied, as new and better tools are always waiting to be conceived and developed. Meeting
regularly with our customers, our aim is to identify and provide products and services that will give them the most

efficient performance and sharpest competitive edge.

20-20 VISUAL IMPRESSION

In 2011 we organized a “voice of the customer” focus group to determine
how we can help 20-20s clients in the office furniture industry to attract
new customers and sell more product to existing customers. The principal
result of our study was that visualization, or photo-realistic rendering capa-
bility, constitutes a key issue for all participants in this sector of interior
design. Secondly, we found a pressing need for multi-platform manufactu-
rers’ catalogs. Also importantly, we came to understand the requirement for
a system that provides visual details for fabrics and other finishes.

This research resulted in the launch of 20-20 Visual Impression, a software
that makes full 3-D presentations possible for every office furniture project by
integrating with 20-20 CAP Studio, 20-20 Giza Studio, and 20-20 Worksheet.
The solution also works rapidly and intuitively with manufacturer-specific
information from a greater number of catalogs than any competing software.

FLEX TECHNOLOGY

In the Asia Pacific, where tremendous growth potential exists for 20-20s
solutions, our customer-focused approach has impressed the marketplace
and is gaining significant traction. Our culture of forging partnerships
with our clients through consultation has helped us earn a fast-growing
reputation.

Discussions with our APAC customers in 2011 revealed, for example, that
they wanted technology that could be customized when designing closets.
Accordingly, we offered them Flex Technology, an extremely versatile, user-
friendly, affordable solution that is adaptable for each customer and aligns
with the way that a customer assembles closet components.

20-20 Technologies



OUR WORLD OF CUSTOMERS
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HOME

A quarter century ago 20-20 Technologies pioneered the software revolution in
the interior design industry. We enabled home retailers to show their customers
a virtually limitless number of combinations and variations in the design and
furnishing of a kitchen, bathroom, bedroom or office. The scope and efficiency
of our technology has since incessantly grown, to put more and more design
and project management power in the hands of consumers, dealers and manu-
facturers. Today, for the consumer of any kind of home project, 20-20s soft-
ware allows products and finishes from thousands of kitchen, bath and furniture
manufacturers’ catalogs to be integrated in photo-realistic and three-
dimensional detail —and accessed from any computing device, fixed or mobile.

OFFICE

20-20's visualization and project management technology is equally
applicable to the commercial and institutional sides of the interior design
business. In the office furniture segment, we help our customers handle
customer relationships and deliver projects on time and on budget. We
offer an unparalleled selection of catalogs on our data platform and we equip
design professionals with industry-leading AutoCAD tools. 20-20°s solutions
encompass initial design, space planning and specification iterations,
high-quality presentations, quotes and production.

MANUFACTURING

In the interior design industry 20-20 is the dominant provider of technology
to operate entire factories. Our leadership can be explained by reference to a
20-20 customer in Germany — a manufacturer that employs 10,000 people
in more than thirty plants. All of this company’s operations rely upon 20-20
software. From order entry, to scheduling of production, to assembly line
management, to financials, down to delivery logistics — every step of the
manufacturing process is captured and coordinated by 20-20 software. As the
only provider of software that fully integrates the manufacturing side of the
industry with the sales side, we supply enterprise software to manufacturers
around the world.




AN ON-LINE
RESOURCE FOR
OUR CUSTOMERS

The new 20-20 Technologies' corporate web site was designed as a custo-
mer-oriented centre of information, assistance and guidance. It responds
to countless consultations, user studies and a wide-ranging survey of our
clients which actively solicited their ideas on how 20-20 could best serve
them on-line. This interactive cyber resource now offers our diverse clien-
tele five regional versions in a variety of languages. All boast a uniform
state-of-the-art functionality, sleek layout and user-friendly design. More
versions of the new web site are coming in 2012 to serve our customers in
other geographic regions.

The new web site has been significantly reorganized to provide customers
with a simpler, more effective and intuitive way to navigate and access key
content areas including industries and professions, catalog and content,
services and media. It reflects 20-20°s commitment to provide our custo-
mers with the precise tools and services they require to succeed.
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A GLOBAL NETWORK OF PARTNERSHIPS

As 20-20's open platform attracts third-party application creators, and as our
products are marketed by an ever-growing number of distributors and inde-
pendent consultants, we are ensuring that the Company’s message remains
uniform while our brand stays front and centre.

Accordingly we have established a Department of Partnership Management,
which is building a Web portal and site that will provide our partners with
all the resources they need to (i) offer services based on 20-20's technology,
(i) add to 20-20's solution, and (iii) sell more of 20-20's product.

A SELECTION OF OUR VALUED PARTNERS

- -

imos = <Cadsoft

Designed to leverage the efficiency of the Web and multiply the efforts of
our people in the field, 20-20's partnership infrastructure will be scalable
as it becomes a focus for service and app creators and helps recruit more
distributors.

In this new Internet “eco-system” all of our partners will be encouraged
and promoted — and advantageously related to 20-20's status as the leading
global supplier of interior design solutions.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
Year ended October 31, 2011

January 19, 2012

Management’s Responsibility for Financial Reporting

Management's Discussion and Analysis (“MD&A”) for 20-20 Technologies Inc. and all other information in this report are the responsibility
of management and have been reviewed and approved by its Board of Directors. This MD&A has been prepared in accordance with the
requirements of the Canadian Securities Administrators. The Board of Directors is responsible for ensuring that management fuffills its
responsibilities for financial reporting and is ultimately responsible for reviewing and approving the MD&A. The Board of Directors carries
out this responsibility principally through its Audit Committee. The Audit Committee is appointed by the Board of Directors and consists
entirely of independent and financially literate directors.

This report was reviewed by the Company’s Audit Committee and approved by 20-20’s Board of Directors on January 19, 2012.

"«

Unless otherwise noted or the context otherwise indicates, “20-20,” the “Company,” “we,” “us” and “our” refer to 20-20 Technologies Inc.
and its direct and indirect subsidiaries. Unless otherwise indicated, all dollar amounts in this report refer to US dollars. References to “$” or
“US” are to US dollars and references to “C$” are to Canadian dollars. Disclosure of information in this report has been limited to that which
management has determined to be “material,” on the basis that omitting or misstating such information would influence or change a
reasonable investor's decision to purchase, hold or dispose of securities in the Company.

The primary objectives of the Company’s MD&A are:

- To provide information regarding the Company’s competitive environment or the market in which the Company operates to facilitate an
informed analysis of the consolidated financial statements.

- To provide an explanation of our financial statements from management'’s perspective.

- To provide information allowing readers to assess the Company’s past performance and determine whether it is likely to be reflected in
future performance.

With a view to achieving these primary objectives, the MD&A includes the following sections:

Corporate Overview
A description of the Company’s activities and markets, and the competitive environment in which we operate.

Corporate Strategy
Management's perspective on the economic environment and its impact on the market in which the Company operates, together with
information on strategic objectives and activities.

Financial Review

An analysis of the fourth quarter and the year ended October 31, 2011 compared with the same periods in 2010 and 2009, key factors
affecting earnings and revenues, by type, by geographic location and by sector, factors impacting operating expenses, and comparative
quarterly financial data for the Company’s last eight quarters.

Liquidity
An analysis of changes in cash flows related to operating, investing and financing activities, and a description of the Company’s
cash position.

Controls, Accounting Policies, Risks and Uncertainties

Controls and the monitoring of controls implemented to ensure that financial information is complete and reliable, new accounting policies
that may affect the future presentation of the Company’s consolidated financial statements, and the risks to which the Company’s
operations are exposed.
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1. Introduction

The following report, dated January 19, 2012, is a discussion relating to the consolidated financial results and position of
20-20 Technologies Inc. (“20-20” or the “Company”) for the year ended October 31, 2011. The discussion should be read in conjunction
with the selected consolidated financial information shown in this report, and our audited consolidated financial statements and
accompanying notes. These financial statements have been prepared in accordance with Canadian generally accepted accounting
principles (Canadian GAAP) and are presented in US dollars. The Company’s financial statements have been translated from the
measurement currency, the Canadian dollar, to the US dollar using the current rate method. Additional information relating to 20-20,
including the Company’s Annual Information Form, Annual Report and the audited financial statements for the year ended October 31,
2011, can be obtained from SEDAR at www.sedar.com as well as from the Company’s website at www.2020technologies.com in the
Investors section. Information contained in this report is qualified by reference to the discussion concerning forward-looking statements
detailed below.

Forward-looking statements
Certain statements contained in this report constitute forward- looking information within the meaning of securities laws.

Implicit in this information, particularly in respect of the Company’s future operating results and economic performance are assumptions
regarding projected revenues and expenses. These assumptions, although considered reasonable by the Company at the time of
preparation, may prove to be incorrect. Readers are cautioned that the Company’s actual future operating results and economic
performance are subject to a number of risks and uncertainties, including general economic, market and business conditions, and could
differ materially from what is currently expected.

For more exhaustive information on these risks and uncertainties, please refer to our most recently filed Annual Information Form, which is
available at www.sedar.com. Forward-looking information contained in this report is based on management's current estimates,
expectations and projections, which management believes are reasonable as of the current date. The reader should not place undue
reliance on forward-looking statements and should not rely upon this information as of any other date. While the Company may elect to, it
is under no obligation and does not undertake to update this information at any particular time, unless required by applicable securities law.
In addition to presenting an analysis of results for the fourth quarters and the years ended October 31, 2011 and 2010, this report also
discusses certain important events that occurred between the end of the quarter and January 19, 2012.

EBITDA - Non-Canadian GAAP measure

EBITDA is a non-Canadian GAAP measure related to cash earnings and is defined for these purposes as operating income plus
amortization, adjusted for non-recurring items and other items such as restructuring costs. EBITDA is reported for information purposes
only and is a financial performance measure mainly used in the financial industry. This measure does not have a standardized meaning as
prescribed by Canadian GAAP and therefore may not be comparable to similar measures reported by other public companies. The reader
must know that EBITDA is not a substitute to net earnings as an indicator of our operating results neither under GAAP nor to cash flows
from operating and financing activities as a measure of liquidity and cash flows.
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Revenues for the year ended October 31,
2011 were up 5.3% to $68.7 million from
$65.2 million in 2010.

EBITDA for the year ended October 31,
2011 stood at $7.5million (10.9% of
revenues) compared with $8.5 million
(13.0%) in 2010. In constant 2010 dollars,
EBITDA amounted to $8.3 million (12.0%
of revenues) in 2011.

Despite an adverse exchange rate effect of
$0.6 million in 2011, net earnings reached
$1.3 million ($0.07 per share) compared
with $2.3 million ($0.12 per share) in 2010.

(1 EBITDA is a non-GAAP measure for which we provide reconciliation on page 14.

Selected Consolidated Financial Information

The selected consolidated financial information set out below for the quarters and years ended October 31, 2011 and 2010 are based on
and should be read in conjunction with our audited annual consolidated financial statements and accompanying notes.

Quarters ended October 31, Years ended October 31,
(In thousands of dollars, except per share data) (Unaudited) (Audited)
2011 2010 2011 2010 2009
Revenues 17,881 16,668 68,717 65,233 63,107
Profitability
Gross margin 12,704 12,073 49,458 48,155 47,004
Gross margin (%) 71.0% 72.4% 72.0% 73.8% 74.5%
EBITDA® 2,319 1,823 7,461 8,504 9,349
EBITDA (%) 13.0% 10.9% 10.9% 13.0% 14.8%
Net earnings 292 714 1,325 2,289 2,581
Net earnings (%) 1.6% 4.3% 1.93% 3.5% 4.1%
Earnings per share@
Basic and diluted earnings per share $0.02 $0.04 $0.07 $0.12 $0.14
Balance sheet
Total assets 108,713 109,036 108,713 109,036 117,236
Total long-term liabilities(®) 5,059 7,822 5,059 7,822 18,012

(1) EBITDA is a non-GAAP measure for which we provide reconciliation on pages 14 and 19.
(2) Please refer to Note 7 to the audited consolidated financial statements for further details regarding the calculation of earnings per share.
(3) Including the current portion of long-term debt and excluding future income taxes.
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Despite uncertain economic conditions, the Company has experienced growth over the past three fiscal years, with revenues rising to
$68.7 million in 2011 from $63.1 million in 2009, a total increase of 8.8% or 7.6% in constant 2009 dollars. Gross margins, in constant 2009
dollars, have remained relatively stable within the past three fiscal years amounting to 74% in 2009, 75% in 2010 and 73% in
2011.Operating expenses have been adversely impacted by the fluctuations in different exchange rates since 2009 resulting in an
unfavourable effect of $3.7 million in 2011 and $2.3 million in 2010 compared with fiscal 2009. In constant 2009 dollars, EBITDA amounted
to 15.9% and 16.0% in 2011 and 2010, respectively, compared with 14.8% in 2009.

3. Corporate Overview

Our Mission
Provide furniture and interior design professionals with an industry-wide platform supporting the collaborative creation and delivery of
customized products.

Our Strategy
Leverage our industry knowledge and relationships to design and direct an open platform integrating our strengths with partner talents to

offer specialty software and services that connect industry players worldwide.

Company
Furniture retailers and manufacturers have made 20-20 Technologies the world’s leading provider of computer-aided design, sales and

manufacturing software for the interior design and furniture industry. 20-20 Technologies offers an integrated software platform for
industry-wide use from showroom to factory floor tailored specifically to the interior design and furniture industry and employed across all
environments, desktop and Web. This platform is a significant competitive advantage and a key success factor for the Company.

20-20 products and services are sold and marketed worldwide through a sales and marketing team in various locations complemented by
a network of consultants and distributors. The Company has operations in the Americas, Europe, Africa, the Middle East and Asia-Pacific.

Markets Served

20-20 Technologies serves a variety of furniture and interior design professionals, including architects, home and office furniture dealers
and retailers, installers, manufacturers, interior designers, homebuilders and remodelers. Users can choose the software that best meets
their needs and professional objectives and those of their customers. While our focus has traditionally been on the dealer channels and
their respective furniture manufacturers, primarily for kitchen and office, we are ramping up our sales and service initiatives for adjacent
markets such as remodelers, homebuilders and furniture retailers by expanding our solution offering in other product categories such as for
bathrooms, storage areas and other home furniture.

The Company also believes in nurturing promising design talent. This is why 20-20 Technologies offers an educational version of its 20-20
Design software to accredited academic design institutions.

Some 20-20 software is available in 20 languages and sold in over 90 countries. Each version is localized to reflect regional measurement
units and currencies. 20-20 solutions include applications for business-to-consumer (B2C) (design and sales), business-to-business (B2B)
(order processing and e-procurement) and manufacturing markets: enterprise resource planning (ERP), and computer-aided design (CAD)
and computer-aided manufacturing (CAM) software.

Leadership Team
The diverse backgrounds of 20-20 Technologies’ leadership team admirably reflect the Company’s global culture. The 20-20 executive

team’s deep knowledge of interior design, furniture manufacturing and software design, and broad range of business and IT training are
major contributors to 20-20’s continued success, giving the Company its competitive edge. The team’s industry insight and understanding
of customer needs in global markets stand 20-20 Technologies in excellent stead to address these challenges.

Competitive Environment

The Company currently competes with software providers in both the CAD and ERP markets. The interior design software industry is
highly fragmented and generally consists of point solutions (as opposed to full solutions) software providers targeting specific aspects of
CAD functions, or software providers with limited geographic reach. As a result, no single rival competes with the Company’s full range of
products in all of its markets. Generally, competitors can be described as follows:

e Specialty CAD software: Competitors consist almost exclusively of smaller privately-owned companies whose products are focused
primarily on specific aspects of design software that compete in only some of our markets.

e ERP software: As the Company increased the penetration of its ERP solution, it also faces competition from ERP software vendors that
generally offer less targeted design, specification, photo-realistic rendering or 3-D visualization capabilities.

Larger software providers typically prefer forming alliances with providers of specialized software solutions, such as 20-20, rather than
devoting resources to developing and marketing their own products.Our leading market position, global reach, single technology platform,
end-to-end solution and comprehensive electronic catalogs developed for our customers are all key competitive advantages that set us
apart from existing competitors and would make it difficult for new entrants to compete effectively with us.
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4. Corporate Strategy

Market Conditions

During the fourth quarter of 2011, despite turbulent financial markets, North American market conditions were stable, that is, relatively
difficult in the Home sector and more positive in the Office sector. Large corporations in the retail and manufacturing segments are more
active than smaller businesses in shopping for marketing support solutions, but continue to make cautious and selective investments. This
results in slower decision-making and requires greater sales efforts from the Company. Investments by independent retailers and small
manufacturers are still low owing to sales that are still well shy of historical levels.

Overall European market conditions are mainly affected by turbulent financial markets but, in our sector, remain stable and more favorable
than in North America. Generally speaking, market conditions in the north and in the east are more favorable but are still difficult in the
south amidst a general background of uncertainty arising from weak economies in certain countries saddled with high debt. Nonetheless,
as in North America, major retailers and manufacturers are increasingly investing in our Web and sales support solutions and even more
S0 in our manufacturing automation solutions. Our international operations continue to expand, particularly in higher growth countries, led
by China where we continue to make inroads, notably in the manufacturing sector in the new storage product market. Overall, recovery is
relatively slow in our markets, mainly in the independent retailer market.

Existing Business and Growth Strategy

We continue to grow with our comprehensive solution in the Home sector in Europe and Asia for kitchens and closets. We continue to
improve and develop our marketing and sales initiatives, while maintaining stringent spending controls. In the Americas, we continue to
actively market 20-20 and partner solutions to new prospects, while promoting complementary marketing, sales and management support
solutions to existing customers. We have seen growing interest in the latest versions of our desktop design and Web-based solutions.
Furthermore, we remain confident that our revenues will continue to grow from quarter to quarter, with some exposure, naturally, to
seasonal factors.

5. Financial Review

Exchange Rates

As 20-20 operates in a global environment, foreign exchange rate assumptions and sensitivity analyses are particularly significant due to
their potential impact on our results.

Given that the measurement currency for the Company and all of its subsidiaries is the Canadian dollar, assets, liabilities and transactions
are translated using various exchange rates as required by GAAP. The Company has adopted the US dollar as its presentation currency.

Fluctuations in the Canadian dollar against its US counterpart can have a significant impact on net earnings, as revenues in North America
are essentially in US dollars while a major portion of expenses are incurred in Canadian currency. European currencies affect earnings to a
lesser extent, as only earnings are exposed to fluctuations.

The fourth quarter saw significant fluctuations in our main currencies: the US dollar, the Canadian dollar, the euro and the pound sterling.

The closing rates shown below were used to value our US dollar assets and liabilities as at October 31.

As at October 31,

Change

Closing rate 2011 2010 2011/2010
C$ 1.0065 0.9815 2.55%
Euro 1.3947 1.3894 0.38%
Pound sterling 1.6141 1.6020 0.76%

The following weighted average rates were used to measure our US dollar revenues and expenses.

Quarters ended October 31,

Change
Average rate 2011 2010 2011/2010
C$ 1.0156 0.9689 4.82%
Euro 1.4104 1.3368 5.51%
Pound sterling 1.6116 1.5680 2.78%
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Years ended October 31,

Change

Average rate 2011 2010 2011/2010
Cc$ 1.0127 0.9625 5.22%
Euro 1.3899 1.3525 2.77%
Pound sterling 1.6060 1.5579 3.09%

Revenues

Licenses - Revenues from license sales are primarily from licensing of the Company’s desktop software and enterprise solutions. Each
software license, for which users pay a one-time fee, is perpetual in nature. Each license is intended for use by a single user at a time and
is non-transferable.

Recurring licenses — Revenues from recurring license sales are derived from user fees for licensing of the Company’s desktop software
and Web solutions. These licenses are renewable on an annual, quarterly or monthly basis at the customer’s option.

Maintenance and other recurring services — Revenues from maintenance and other recurring services are generated by customer
support, software and electronic catalog updates and Web services.

Maintenance and other recurring agreements are generally for terms of twelve months and are renewable at the customer’s option.

Professional services — Revenues from professional services include revenues derived from training, electronic catalog creation and
management, and integration services such as consulting, application integration and hardware resale.

Revenue Distribution

At the October 31, 2010 fiscal year-end, management reviewed the classification by sector of its various software solutions, giving rise to
changes in revenue distribution between the Home and Manufacturing sectors. We therefore amended the comparative data accordingly.

The following charts provide information regarding our revenue composition for the years ended October 31.

(In thousands of dollars, except percentages)
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Type Geographic Location™ Sector
2011 2010 2011 2010 2011 2010
Licenses 20,903 20,237 | North America 34,504 34,592 | Home 36,195 36,354
Recurring licenses 5,678 4,947 | Europe 29,729 27,719 | Manufacturing 20,913 18,548
Maintenance and other International 4,484 2,922 | Office 11,609 10,331
recurring services 29,250 28,916
Professional services 12,886 11,133

(1) Geographic location is determined by client location.
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Revenue Analysis

The following table summarizes the impact of foreign exchange rate changes on revenues between 2011 and 2010:

Years ended October 31,

(In thousands of dollars, except percentages) Change

2011 2010 2011/2010
Revenues 68,717 65,233 5.3%
FX impact 1.5%
Change at constant exchange rates 3.8%

Despite a continuing economic slowdown revenues climbed in 2011. Fiscal 2011 revenues totaled $68.7 million, up 5.3% or $3.5 million
from 2010. The European foreign exchange effect accounted for 1.5% of revenue growth. The Manufacturing sector fuelled this revenue
growth (up 12.8% compared with the previous year), followed by the Office sector (up 12.4%). Although the Home sector was significantly
impacted by the economic slowdown in the U.S., revenues remained more or less stable, due to expansion of the European and
International markets in 2011 compared with 2010. Revenues from recurring licenses continued to increase in fiscal 2011, up 14.8%
compared with 2010, while revenues from professional services and licences, driven by Manufacturing sector growth, rose by 15.7% and
3.3%, respectively. Growth in revenues from maintenance and other recurring services was relatively weak at 1.2%. European and
International revenues rose 7.3% and 53.4%, respectively, compared with 2010, while American revenues remained stable.

The following table summarizes the changes in revenues by type for the year ended October 31, 2011 compared with the same period
of 2010.

Revenues by Type

(In thousands of dollars, except percentages) Years ended October 31,
2011 2010 Change

License revenues prior to FX impact 20,606 20,237 1.8%

FX impact 297

License revenues 20,903 20,237 3.3%

Recurring license revenues prior to FX impact 5,602 4,947 13.2%

FX impact 76

Recurring license revenues 5,678 4,947 14.8%

Maintenance and other recurring services revenues prior to FX impact 29,009 28,916 0.3%

FX impact 241

Maintenance and other recurring services revenues 29,250 28,916 1.2%

Professional services revenues prior to FX impact 12,538 11,133 12.6%

FX impact 348

Professional services revenues 12,886 11,133 15.7%

Licenses — License revenues for the year ended October 31, 2011 were up 3.3% to $20.9 million from $20.2 million in fiscal 2010.

The economic slowdown in the construction and renovation industry weighed heavily on American license revenues, resulting in a decline
of 6.9% to $8.1 million in 2011 from $8.7 million in 2010. However, in Europe, the introduction of the inSight manufacturing solution
contributed to a 3.7% growth in license revenues to $9.7 million in 2011 from $9.4 million in 2010. License revenues in the International
market were also up by $0.9 million or 42% compared with 2010.

Bolstered throughout fiscal 2011 by the introduction of new software solutions and new market developments, license revenues in the
Office and Manufacturing sectors rose by $0.8 million (36.9%) and $1.7 million (26.4%), respectively. License revenues in the Home sector
decreased 16.4% to $9.6 million in 2011 from $11.5 million in 2010, due to weakness in the American market.
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Recurring licenses — With continuing growth in Web solutions, revenues from recurring licenses grew 14.8% to $5.7 million in fiscal 2011
from $4.9 million in 2010.

In North America, revenues from recurring licenses increased by 10.1% or $0.3 million in 2011 compared with the year ended October 31,
2010. Europe also experienced growth in this type of revenues with a 12.0% or $0.2 million increase over 2010, mainly attributable to a
significant win related to a major retailer in France. The International market was robust in fiscal 2011 with revenues from recurring
licenses totalling $0.3 million compared with $0.1 million in fiscal 2010. Growth was particularly high in Brazil following new agreements
signed with large retailers.

The Home sector continued to grow in 2011, with revenues up 27.9% to more than $3.7 million from $2.9 million in 2010. In 2011, all Office
sector revenues were up, including a 7.7% or $0.1 million increase in revenues from recurring licenses compared with 2010. There are
currently no Manufacturing sector solutions for which recurring licenses are granted.

Maintenance and other recurring services — Revenues from maintenance and other recurring services totaled $29.3 million in 2011, up
1.2% from $28.9 million in 2010, mainly stemming from the favorable foreign exchange impact (0.9%).

In North America, revenues from maintenance and other recurring services were up 0.8% to $18.1 million for the year ended October 31,
2011 from $18.0 million in 2010. In Europe, these revenues rose 1.2% to $10.7 million in 2011 from $10.6 million in 2010. However, in
constant 2010 dollars, revenues in Europe fell slightly by 2.1% or $0.2 million. International market revenues for the year ended
October 31, 2011 increased by 18.1% or $0.1 million over the same period in 2010.

Although license revenues in the Home sector were lower in fiscal 2011, revenues from maintenance and other recurring services rose
2.6% to $17.2 million from $16.8 million in 2010. Office and Manufacturing sector revenues fluctuated slightly in 2011, with a 0.8%
($0.04 million) increase and a 2.0% decrease ($0.1 million), respectively.

Professional services - In 2011, revenues from professional services were bolstered by several manufacturing solution integration
projects, totalling $12.9 million, up 15.7% or $1.8 million from $11.1 million in 2010.

Growth was strongest in Europe with professional service revenues surging 21.9% to $7.4 million in 2011 from $6.1 million in 2010. This
increase is attributable to the French market as well as to new market developments in Russia and Central Europe. The
International market also performed strongly with revenues from professional services up 117.7% to $0.7 million in 2011 from $0.3 million
in 2010. In North America, this source of revenue remained relatively stable with an increase of nearly 1%.

A number of new manufacturing solution integration projects were launched in the European, International and North American markets in
fiscal 2011 compared with 2010. The Manufacturing sector recorded the strongest growth with revenues from professional services
increasing 20.4% or $1.0 million to $5.9 million in 2011 from $4.9 million in 2010. Revenues from professional services in the Home sector
were up 9.2% to $5.7 million in 2011 from $5.2 million in 2010, mainly resulting from integration and training services, particularly in
France. The Office sector recorded a 26.8% increase in revenues from professional services to $1.3 million in 2011 from $1.0 million in
2010, mostly due to catalog development.

Revenues by Geographic Location
Geographic breakdown in revenues — Years ended October 31

#MNorth America sEurope MInternational #MNorth America sEurope MIinternational

North America - For the year ended October 31, 2011, North American revenues remained stable compared with fiscal 2010, partly due
to difficult economic conditions.

Revenues from licenses totaled $8.1 million in fiscal 2011, down 6.9% from $8.7 million in 2010. But Web solutions grew 10.1% and
revenues from recurring licenses increased to $3.5 million in 2011 from $3.2 million in 2010. Revenues from maintenance and other
recurring services totaled $18.1 million in 2011, up 0.8% or $0.1 million from 2010.
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In North America, Home sector revenues for fiscal 2011 were down 7.4% to $18.6 million from $20.0 million in 2010. On the upside, the
Office and Manufacturing sectors reported increases of 12.4% and 2.9%, respectively, compared with fiscal 2010.

Europe — European revenues totaled $29.7 million in 2011, up 7.3% from $27.7 million in 2010. Significant foreign exchange fluctuations
in Europe (+2.77% for the euro and +3.09% for the pound sterling) boosted revenues by 3.5% or $1.0 million. In constant 2010 dollars,
growth stood at 3.8%.

In fiscal 2011, several projects were launched in Europe, bolstering revenues from professional services to $7.4 million, up 21.9% from
$6.1 million in 2010. Revenues from licenses and recurring licenses totaled $11.6 million in 2011, up 4.9% from $11.0 million in 2010.
Revenues from maintenance and other recurring services were stable in 2011, but given the foreign exchange impact, they declined by
2.1%.

Manufacturing sector revenues in Europe rose 10.4% to $14.4 million in 2011 from $13.1 million in 2010, partly driven by new market
developments in Russia. Home sector revenues in Europe totaled $15.3 million in 2011, up 4.5% from $14.7 million in 2010.

International - Solid results in China and Brazil contributed to significant growth of 53.4% or $1.6 million in International market revenues
to $4.5 million in 2011 from $2.9 million in 2010.

Revenues from licenses and recurring licenses in the International market totaled $3.4 million in 2011, up 50.0% from $2.3 million in 2010.
Revenues from professional services more than doubled during the fiscal year to $0.7 million in 2011 to $0.3 million in 2010. Last,
revenues from maintenance and other recurring services rose 18.1% in fiscal 2011 compared with fiscal 2010.

Home and Manufacturing sector revenues for fiscal 2011 were up 41.0% ($0.7 million) and 69.3% ($0.9 million), respectively, compared
with the same period of 2010.
Revenues by Sector

The following table summarizes the changes in revenues by sector for the quarters and years ended October 31.

(In thousands of dollars, except percentages) Years ended October 31,
2011 2010 Change

Home sector revenues prior to FX impact 35,754 36,354 (1.7%)

FX impact 441

Home sector revenues 36,195 36,354 (0.4%)

Manufacturing sector revenues prior to FX impact 20,392 18,548 9.9%

FX impact 521

Manufacturing sector revenues 20,913 18,548 12.8%

Office sector revenues prior to FX impact 11,609 10,331 12.4%

FX impact -

Office sector revenues 11,609 10,331 12.4%

Home sector - In fiscal 2011, Home sector revenues totaled $36.2 million, down 0.4% from $36.4 million in 2010.

In fiscal 2011, the combined increases in revenues from professional services and revenues from maintenance and other recurring
services of 9.2% ($0.5 million) and 2.6% ($0.4 million), respectively, were fully offset by the 7.4% ($1.1 million) decline in revenues from
licenses and other recurring licenses, compared with fiscal 2010.

The weak U.S. economy resulted in a 7.4% decrease in Home sector revenues in North America. In Europe and particularly in France,
Home sector revenues were up 4.5% while revenues from Brazil resulted in growth of close to 41.0% for this sector in the International
market, compared with the year ended October 31, 2010.

Manufacturing sector — This sector reported solid growth in 2011, with revenues increasing 12.8% to $20.9 million from $18.5 million in
2010. In constant 2010 dollars, the increase amounts to $1.8 million or 9.9%.

New manufacturing solution implementation projects resulted in a 22.2% or $1.5 million increase in revenues from licenses and recurring
licenses as compared with 2010. Revenues from professional services rose 20.4% or $1.0 million compared with 2010. With respect to
maintenance and other recurring service revenues, the European launch of inSight has garnered the attention of our existing
manufacturing clients, prompting them to consider migrating to inSight. The short-term impact was that certain maintenance and update
contracts were not renewed or were renewed only partially ahead of a planned migration, resulting in a $0.1 million decline.

Manufacturing sector revenues grew across all regions: 69.3% in the International market, 10.4% in Europe, and 2.9% in North America.

10
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Office sector — Since the beginning of fiscal 2011, following the launch of Visual Impression, this sector's revenues have steadily
increased to $11.6 million for the year compared with $10.3 million in 2010, an increase of 12.4% or $1.3 million.

Revenues rose across the board with licenses and recurring licenses totaling $5.0 million in 2011, up 24.1% from $4.0 million in 2010.
Revenues from professional services and from maintenance and other recurring service revenues increased by 26.8% and 0.8%,
respectively, in 2011, compared with 2010.

Cost of Revenues

Cost of revenues from license and recurring license sales consists primarily of:
e  Cost of software products, including duplication, manuals and inserts, as well as packaging.
e  Cost of resale of third-party products.
¢ Royalties payable on certain license sales to third parties whose technology is used by 20-20 software.

Cost of revenues from maintenance and other recurring services consists primarily of;
e  Cost of personnel and other related costs incurred for customer support, and catalog design and maintenance.
e  Cost of personnel assigned to Web services.

Cost of revenues from professional services consists primarily of:
e  Cost of personnel, training, integration services and hardware and other related costs.
o  Cost of personnel for the creation, updating and management of electronic catalogs.

Gross margin

Years ended October 31,
2011 2010 Change
Gross margin on licenses and recurring licenses prior to FX impact 89.9% 90.3% (0.4%)
FX impact -
Gross margin on licenses and recurring licenses 89.9% 90.3% (0.4%)
Gross margin on maintenance and other recurring services revenues prior to FX impact 76.2% 78.7% (2.5%)
FX impact (0.3%)
Gross margin on maintenance and other recurring services 75.9% 78.7% (2.8%)
Gross margin on professional services prior to FX impact 26.9% 23.8% 3.1%
FX impact (0.8%)
Gross margin on professional services 26.1% 23.8% 2.3%
Total gross margin prior to FX impact 72.3% 73.8% (1.5%)
FX impact (0.3%)
Total gross margin 72.0% 73.8% (1.8%)

For the year ended October 31, 2011, the total gross margin stood at 72.0% compared with 73.8% for the same period in 2010. The
foreign exchange effect was an insignificant 0.3% or $0.5 million in constant 2010 dollars. The increase in revenues from professional
services, which have a gross margin lower than other products, combined with stable revenues from maintenance and other recurring
services contributed to the decline in overall gross margin in 2011 compared with 2010.

The breakdown of revenues from different sources had an impact on the overall gross margin. The table below shows the comparative
percentages of revenues by type for the years ended October 31, 2011 and 2010.

Revenues by Type
Years ended October 31,
2011 2010
License and recurring license revenues 38.7% 38.6%
Maintenance and other recurring services revenues 42.5% 44.3%
Professional services revenues 18.8% 17.1%

11
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Revenues from licenses and recurring licenses accounted for 38.7% of total revenues in 2011, nearly matching the 2010 result. However,
revenues from the resale of third-party licences were 28.5% more than in the previous fiscal year, leading to a decline in the gross margin
on licences and recurring licenses to 89.9% in 2011 from 90.3% in 2010. The gross margin on revenues from maintenance and other
recurring services fell slightly by 2.8% with revenues remaining relatively stable while costs increased at a typical rate. The professional
services and maintenance services teams were reshuffled in the second half of 2010 as part of the continuous improvement of our
customer service department, resulting in higher costs for maintenance services in 2011 compared with 2010. The 15.7% growth in
revenues from professional services made a significant contribution to the improvement in the related gross margin to 26.1% in 2011 from
23.8% in 2010.

Foreign Exchange Impact on Costs, Operating Expenses and Financial Expenses

C$- US$ Exchange rates
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Exchange rates

Q110 G210 Q3-10 0410 1-11 Q2-11 Q3-1 04-11
Average Rate 0943 0963 0962 0963 0994 1024 1034 1.00
Closing Rate 0939 0939 narz2 09g2 0993 1054 1048 1.007

While the Company’s measurement currency is the Canadian dollar, its presentation currency is the US dollar.

Unfavorable exchange rate fluctuations during the year ended October 31, 2011 had an impact on the Company’s different costs,
increasing direct costs, operating expenses and financial expenses by $1.7 million in constant 2010 dollars, year over year. The Canadian
dollar's appreciation against the US currency resulted in a $1.1 million year-to-date increase in various costs while the unfavorable foreign
exchange effect of European currencies amounted to $0.6 million, consisting of $0.5 million for the euro and $0.1 million for the
pound sterling.

Operating Expenses
Operating expenses include:

e Sales and marketing expenses — consisting primarily of costs related to sales, marketing and product management activities,
including salaries and commissions paid to our sales force, fees paid to industry consultants, commissions paid to distributing agents
and fees for shipping, advertising, telemarketing, trade shows and promotional items.

e Research and development expenses — consisting mainly of costs related to personnel and subcontractors for new product
development, enhancement of existing products, quality assurance, documentation, and tools and equipment. Research and
development expenses are reported net of applicable tax credits.

e General and administrative expenses — consisting primarily of costs related to general management, information technology, legal
services, financial functions, human resources, legal and professional fees, insurance and other indirect head office overhead
expenses.

e Stock-based compensation expense - consisting of the Company’s contribution to share purchases under the Employee Share
Purchase Plan ("ESPP”), the cost of stock-based awards to employees over the option vesting period, and the cost associated with
deferred share units awarded quarterly to Company directors.

e Restructuring charge - consisting of non-recurring costs related to severance packages, external career transition costs and other
costs related to workforce reduction.

12



Management’s Discussion and Analysis —Year ended October 31, 2011 femoiores Ld

Operating Expenses

Exchange Rate Impact on Operating Expenses (excluding restructuring expense)

(In thousands of dollars, except percentages) Years ended October 31,
2011 2010 Change

Sales and marketing expenses prior to FX impact 19,229 17,731 8.4%

FX impact 536

Sales and marketing expenses 19,765 17,731 11.5%

Research and development expenses prior to FX impact 11,322 12,399 (8.1%

FX impact 295

Research and development expenses 11,617 12,399 (6.3)%

General and administrative expenses prior to FX impact 13,673 12,970 5.4%

FX impact 477

General and administrative expenses 14,150 12,970 9.1%

Stock-based compensation expense prior to FX impact 204 565 (63.9)%

FX impact 12

Stock-based compensation expense 216 565 (61.8)%

Operating expenses prior to FX impact (excluding restructuring expense) 44,428 43,665 1.7%

FX impact 1,320

Operating expenses (excluding restructuring expense) 45,748 43,665 4.8%

Exchange rate fluctuations in the year ended October 31, 2011 had a significant unfavourable impact of $1.3 million. Operating expenses,
excluding restructuring costs, amounted to $45.7 million in 2011, up $2.0 million from $43.7 million in 2010. The increase in the workforce
during the year combined with adjustments to labor costs led to a $1.1 million rise in the salary expense. This increase is spread between
marketing expenses ($0.9 million) and general and administrative expenses ($0.8 million) while the salary expense related to research and
development declined by $0.6 million. Higher revenues generated a $0.5 million increase in the commission expense for the year ended
October 31, 2011 compared with the same period of 2010. In fiscal 2011, the Company intensified its marketing efforts in trade fairs,
resulting in a $0.4 million increase in trade fair and travel expenses. As 20-20 personnel were used for marketing activities, consulting fees
fell by $0.3 million in 2011 compared with 2010. In 2011, the Company incurred legal fees of nearly $0.3 million related to litigation with a
competitor to protect its intellectual property. Some expenses decreased slightly in fiscal 2011 compared with 2010, including the doubtful
account expense ($0.1 million) and general expenses ($0.1 million). The 2010 closure of the Rodez research and development subsidiary
in France generated savings of $0.2 million in fiscal 2011 compared with the previous year. The tax credits deducted from operating
expenses increased by $0.2 million in 2011 following an application made under a new government assistance program in Canada
(Québec). The amortization expense, particularly with respect to research and development expenses, decreased by $0.3 million in fiscal
2011 compared with fiscal 2010. Last, Deferred Share Units were remeasured to lower amounts in fiscal 2011, leading to a $0.4 million
decrease in the stock-based compensation expense compared with 2010.

Non-recurring Expenses Included in General and Administrative Expenses

During the year ended October 31, 2010, a minority shareholder requested a special meeting of shareholders, which resulted in additional
costs of $0.2 million. An amount of $0.1 million related to this meeting held on December 21, 2010 was incurred during the first quarter of
2011. In January 2011, the Company negotiated a $0.1 million out-of-court settlement related to an intellectual property.

Restructuring Costs

Following revenue growth in the Manufacturing sector in Europe, management decided to cancel part of its October 2010 restructuring
plan. Accordingly, the restructuring provision for the year ended October 31, 2011 was reduced by $0.2 million. However, in 2011, the
Company restructured its sales and marketing operations under its strategic plan, leading to a restructuring expense of $0.4 million in
Canada and Europe.

Financial Expenses

(In thousands of dollars) Years ended October 31,
2011 2010
Interest and bank charges 919 1,243
Foreign exchange loss 349 250
1,268 1,493
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Financial expenses for the year ended October 31, 2011 were down $0.2 million to $1.3 million from $1.5 million in 2010. This decrease
resulted from the $0.5 million decline in the interest expense in 2011 following repayment of a significant portion of the long-term debt at
the beginning of fiscal 2010. However, the repayments also led to lower interest income in the amount of $0.2 million in 2011 compared
with fiscal 2010. The change in the foreign exchange loss is mainly attributable to the loss on translation of subsidiaries’ assets and
liabilities into Canadian dollars in fiscal 2011 compared with 2010.

EBITDA

(In thousands of dollars, except percentages) Years ended October 31,

2011 2010
Operating income (GAAP) 3,517 3,975
Non-recurring items 197 120
Restructuring costs 193 515
Amortization of property and equipment 1,246 1,268
Amortization of intangible assets 2,308 2,626
EBITDA 7,461 8,504
Margin (%) 10.9% 13.0%

EBITDA for the year ended October 31, 2011 amounted to $7.5 million compared with $8.5 million for the same period of 2010, a drop of
$1.0 million. The unfavourable foreign exchange impact of $0.8 million in 2011 led to a 1.1% decline in EBITDA compared with 2010.
Accordingly, in constant 2010 dollars, EBITDA fell to 12.0% in 2011 from 13.0% in 2010. The lower EBITDA stemmed from the 1.8%
change in total gross margin in 2011 compared with 2010 and the increase in operating expenses resulting from larger workforce in
fiscal 2011.

Human Resources

As at October 31, 2011, the Company had 540 full- and part-time employees in the following countries and regions:

As of October 31, 2011 2010

Number of Number of
employees % employees %
Canada 184 341 179 35.0
United States 87 16.1 85 16.6
United Kingdom 66 12.2 66 12.9
Germany 58 10.7 53 10.4
France 50 9.3 50 9.8
Other-Europe 7 1.3 8 1.6
Other-Worldwide 88 16.3 70 13.7
540 100 511 100

Liquidity

The Company’s operations are funded by cash flows from operating activities and credit facilities. As at October 31, 2011, cash and cash
equivalents totaled $11.4 million compared with $14.7 million as at October 31, 2010. The following table summarizes cash inflows and
outflows for the years ended October 31, 2011 and 2010.

(In thousands of dollars) Years ended October 31,

2011 2010 Change
Cash flows before working capital items 4,894 5,597 (703)
Working capital items (2,699) (2,718) 19
Cash flows from operating activities 2,195 2,879 (684)
Cash flows used in investing activities (2,052) (1,624) (428)
Cash flows used in financing activities (3,840) (10,772) 6,932
FXimpact on cash and cash equivalents 378 977 (599)
Net decrease in cash and cash equivalents (3,319) (8,540) 5,221
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Cash flows from operating activities

Cash flows from operating activities decreased to $2.2 million in fiscal 2011 from $2.9 million for the same period of 2010, primarily due to
the $1.0 million decline in net earnings for the fiscal year. Cash flows from operating activities related to working capital items decreased
slightly in fiscal 2011, by under $0.1 million, compared with 2010. As always, changes in inflows and outflows of working capital items
related to accounts receivable and accounts payable and in deferred revenues had a significant impact on cash flows from (used in)
operating activities.

Cash flows used in investing activities

Cash flows used in investing activities totaled $2.1 million in fiscal 2011 compared with $1.6 million for the same period in 2010. The
intangible assets acquired in fiscal 2011 included a large amount ($1.0 million) in Europe and in the U.S. for the intellectual property of a
software solution that was already integrated into one of our products. Additions to property and equipment used cash flows in the amount
of $0.9 million for the fiscal year, down $0.1 million compared with investments made during fiscal 2010. The $0.1 million amount recorded
under business acquisition represents the purchase price for 49% of 20-20 Icovia Inc. shares—a transaction that took place in September
2010. Last, a loan of $0.7 million had been made to a strategic partner in fiscal 2010.

Cash flows used in financing activities

Cash flows of $3.8 million were used in financing activities during the year ended October 31, 2011 compared with $10.8 million for fiscal
2010. This change is attributable to significant repayments made on the long-term debt of $11.9 million in 2010 compared with $4.3 million
in 2011. Other reasons underlying the change were the share repurchase in 2011 by the Company under the existing bid which amounted
to $0.4 million more than in the previous year; the $0.1 million repayment of a bank loan by a subsidiary in 2011; and the $0.2 million
decrease in long-term debt disbursements compared with fiscal 2011.

Capital Resources

Consolidated Balance Sheet Data

Years ended October 31,

(In thousands of dollars) 2011 2010
Cash and cash equivalents 11,362 14,681
Working capital (including deferred revenues) 3,563 4,760
Total assets 108,713 109,036
Deferred revenues 12,057 11,774
Long-term debt (including current portion) 4,709 7,543
Total shareholders’ equity 76,285 73,373

Our cash holdings, bank line of credit and cash flows generated from operations are sufficient to fund the Company’s growth.

Working capital was down $1.2 million to $3.6 million as at October 31, 2011 from $4.8 million as at October 31, 2010, mainly due to
the following:

e $3.3 million change in cash and cash equivalents, stemming primarily from significant reduction of long-term debt by an amount of
close to $2.8 million since November 2010;

o Investments totaling $1.9 million in intangible assets and property and equipment in 2011;

e $1.2 million increase in accounts receivable combined with a $0.3 million increase in deferred revenues resulting from revenue growth
in the fourth quarter of 2011 compared with the same period in 2010;

o $0.7 million decrease in the current portion of long-term debt in fiscal 2011 compared with the same period in 2010.

Contractual Obligations

The Company has contractual obligations with various maturity dates. These obligations are mainly related to leases of office space, IT
equipment or vehicle rentals for certain representatives abroad.

During the fiscal year, the Company amended the lease for head office premises, extending it for an additional ten years.

15



Management’s Discussion and Analysis -Year ended October 31, 2011 fEeRROLGGIES -‘

The table below shows the minimum amounts payable over the next few years.

Years ended October 31,

Operating leases Long-term debt

2012 2,460 2,134

2013 2,271 1,214

2014 1,266 1,158

2015 1,017 276

2016 627 -
2017 and thereafter 5,887

Balance Sheet and Financial Position

Changes in balance sheet items as at October 31, 2011 compared with October 31, 2010 resulted mainly from the change in the Canadian
dollar exchange rate with the US dollar exchange rate.

Accumulated other comprehensive income included in shareholders’ equity rose $1.8 million, due primarily to the increase in the value of
net assets denominated in Canadian dollars on translation into US dollars for presentation purposes. The exchange rate used to translate
balance sheet items from the measurement currency, the Canadian dollar, to the presentation currency, the US dollar, was $1.007 as at
October 31, 2011 compared with $0.982 as at October 31, 2010. The main items contributing to the increase are the translation of: (i)
$1.6 million in goodwill; (i) $0.5 million in accounts receivable; (iii) $0.4 million in cash and cash equivalents; and (iv) $0.2 million effect on
tangible and intangible assets. These increases were partially offset by decreases of: (i) $0.3 million in deferred revenues; (i) $0.3 million
in accounts payable and income taxes payable; and (jii) $0.2 million in long-term debt including the current portion.

Off Balance Sheet Arrangements

The Company’s off balance sheet arrangements comprise operating leases which are deemed to have been entered into in the normal
course of business. The Company has no other off balance sheet arrangements and does not anticipate entering into any such
arrangement other than in the normal course of business.

Share Capital

The Company is authorized to issue an unlimited number of common and preferred shares without par value. Common shares are voting
and participating. Preferred shares may be issued in one or more series with specific terms, privileges and restrictions to be determined for
each class by the Board of Directors of the Company at the time such class is created.

Common Share Data

Issued and outstanding as at

October 31, January 19,

2011 2012

Common shares(" 18,817,192 18,762,792
Stock options 825,134 825,134
Warrants 102,459 102,459

(1) Shares repurchased under the normal course issuer bid but not yet cancelled have not been deducted.

Normal course issuer bid: The Company announced its intention to purchase for cancellation purposes by way of a normal course issuer
bid (the “Bid”) some of its common shares, beginning on April 1, 2011 and ending on March 31, 2012. The Company may repurchase for
cancellation purposes up to 946,089 common shares over a maximum period of 12 months, which represents approximately 5% of its
18,921,792 shares issued and outstanding as at March 29, 2011. The consideration payable by the Company for these common shares
under the Bid is their market value at the time of repurchase.

During the year ended October 31, 2011, 133,900 shares were repurchased for a total cash consideration of $407,000. A total of 29,300
repurchased shares had not been cancelled as at October 31, 2011 but were cancelled subsequently. Also, the 25,100 shares
repurchased since October 31, 2011 had not been cancelled as at January 19, 2012.

Related Party Transactions

For the year ended October 31, 2011, consulting fees totalling $75,000 were incurred in respect of Desjardins Securities, a shareholder of
the Company. These transactions were in the normal course of business and were measured at the exchange amount, which is the
amount of consideration established and agreed to by the related parties.
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6. Comparative Quarterly Financial Data

The following quarterly information is presented on the same basis as the audited consolidated financial statements and all necessary
adjustments have been included in the following amounts to fairly present the unaudited quarterly results which should be read in
conjunction with our audited consolidated financial statements and the accompanying notes. Quarterly operating results are not
necessarily representative of future period results.

Certain factors give rise to quarterly variances which may not be reflective of the Company’s future performance, such as:

o Seasonality and quarterly performance are affected by events such as vacation time, major trade shows and the number of statutory
holidays in a given quarter.

e The workflow from certain clients may vary from quarter to quarter based on their business cycles and the seasonality of their
own operations.

e The foreign exchange impact factors into changes from quarter to quarter, and this variability may increase as the percentage of
revenues and monetary assets denominated in foreign currencies increases.

o Cash flows related to operating activities may vary significantly from quarter to quarter due to the timing of monthly payments from large
clients, cash requirements for major acquisitions and outsourcing contracts, and the timing of various refundable tax credits.

Financial Analysis for the Fourth Quarter of 2011

-~ Revenues up 7.3% < EBITDAM of $2.3 million or 13.0% M Net earnings of $0.3 million (1.6%)

N N of revenues o or $0.02 per share

During the last quarter of the year, | EBITDA for the fourth quarter of 2011 | Net earnings for the fourth quarter of 2011
revenues rose 7.3% to $17.9 million from | totaled $2.3 million (13.0%) compared with | amounted to $0.3 million ($0.02 per share)
$16.7 million compared with the same | $1.8 million (10.9%) for the same period | compared with $0.7 million ($0.04 per

period of 2010 including a favorable | of 2010. share) for the corresponding period of 2010.
European exchange difference. In constant A $0.3 milion  valuation  allowance
2010 dollars, the increase was 5.4%. pertaining to the future income taxes of our

French subsidiary was recorded in 2011.

(1) EBITDA is a non-GAAP measure for which we provide reconciliation on page 19.

Revenue Analysis

The following table summarizes the impact of foreign exchange rate changes on revenues between 2011 and 2010:

(In thousands of dollars, except percentages) Quarters ended October 31,
(Unaudited) 2011 2010 Change
Revenues 17,881 16,668 7.3%
FX impact 1.9%
Change at constant exchange rates 5.4%

The following table summarizes the changes in revenues by type for the fourth quarter ended October 31, 2011 compared with the same
period of 2010.

Revenues by Type

(In thousands of dollars, except percentages) Quarters ended October 31,
(Unaudited) 2011 2010 Change
License revenues 5,500 5,363 2.7%
Recurring license revenues 1,460 1,328 9.9%
Maintenance and other recurring services revenues 7,226 6,865 5.3%
Professional services revenues 3,695 3,122 18.4%
Total revenues 17,881 16,668 7.3%
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During the last quarter of 2011, several new European clients, in particular, entered into agreements in the Manufacturing sector, which
boosted revenues by 7.3% to $17.9 million from the same period of 2010. The integration of these solutions sparked greater demand for
professional services, which translated into year-over-year growth of 18.4% in this revenue type for the last quarter of 2011. During the
fourth quarter of 2011, license revenues rose 2.7% (0.9% in constant dollars) to $5.5 million from $5.4 million for the same period of 2010.
Revenues from recurring licenses were up 9.9% for the last quarter of 2011, totalling $1.5 million compared with $1.3 million for the
corresponding period of 2010. Due to rate increases in 2011, revenues from maintenance and other recurring services for the fourth
quarter grew 5.3% to $7.2 million from $6.9 million year over year. All regions logged growth in the fourth quarter of 2011: 4.2% in North
America ($0.4 million), 5.7% in Europe ($0.4 million) and 40.8% in the International market ($0.4 million). In North America, the Office and
Manufacturing sectors posted growth of 8.4% and 45.5%, respectively, while the Home sector recorded a 6.3% decline in revenues
compared with the same period of 2010. In Europe, as previously mentioned, the Manufacturing sector was the main growth driver in the
region with its 11.6% increase in revenues compared with the same period of 2010, while the Home sector was relatively stable. In the
International market, Home sector revenues for the fourth quarter of 2011 rose 76.0% to $1.1 million from $0.6 million for the same period
of 2010, while the Manufacturing sector edged slightly lower, reporting a 3.6% decline.

Revenues by Geographic Location
Geographic breakdown in revenues - Quarters ended October 31

e aé 2

# North America ¥ Europe ™ International # North America ® Europe M International

Gross Margin

Quarters ended October 31,

(Unaudited) 2011 2010 Change
Gross margin on licenses and recurring licenses 89.8% 88.6% 1.2%
Gross margin on maintenance and other recurring services 72.4% 78.0% (5.6%)
Gross margin on professional services 33.1% 25.6% 7.5%
Total gross margin 71.0% 72.4% (1.4%)

Aggregate gross margin for the last quarter of 2011 fell to 71.0% from 72.4% for the same period of 2010. The narrower margin resulted
from higher labor costs arising from improvements across all professional services. Gross margin on revenues from licenses and recurring
licenses increased 1.2% in the fourth quarter of 2011, owing to a higher percentage of proprietary versus third party license revenues
compared with the same period of 2010. As of the third quarter of 2010, the reorganization of professional services, and maintenance and
other recurring services resulted in employees shifting between these groups, triggering cost transfers and changes in their respective
margins. In addition, revenue growth in professional services for the fourth quarter of 2011 pushed up year-over-year gross margin on
these services by 7.5%. Generally, aggregate gross margin for professional services, and maintenance and other recurring services
slipped to 59.1% from 61.6%, owing to increased labor costs and higher staffing levels required to expand capacity in
professional services.

18



M

Management’s Discussion and Analysis -Year ended October 31, 2011 fthoooms L

Operating Expenses

Exchange Rate Impact on Operating Expenses (excluding restructuring expense)

(In thousands of dollars, except percentages) Quarters ended October 31,
(Unaudited) 2011 2010 Change
Sales and marketing expenses prior to FX impact 4,548 4,839 (6.0%)
FX impact 110
Sales and marketing expenses 4,658 4,839 (3.7%)
Research and development expenses prior to FX impact 2,917 3,066 (4.9%)
FX impact 62
Research and development expenses 2,979 3,066 (2.8%)
General and administrative expenses prior to FX impact 3,618 3,235 11.8%
FX impact 80
General and administrative expenses 3,698 3,235 14.3%
Stock-based compensation expense prior to FX impact

23 207 (88.9%)
FX impact 1
Stock-based compensation expense 24 207 (88.4%)
Operating expenses prior to FX impact (excluding restructuring expense) 11,106 11,347 (2.1%)
FX impact 253
Operating expenses (excluding restructuring expense) 11,359 11,347 0.1%

For the fourth quarter of 2011, operating expenses were relatively flat year over year. The unfavorable exchange effect (2.2%) resulted
primarily from the Canadian dollar's 5.22% appreciation against the US currency in the fourth quarter of 2011 compared with the same
period of 2010. Higher sales in the fourth quarter of 2011 generated a $0.1 million increase in commissions paid compared with the last
quarter of 2010. Year over year, research and development tax credits for the final quarter of 2011 were down $0.2 million. In the fourth
quarter of fiscal 2011, the allowance for doubtful accounts was reduced by $0.1 million compared with the corresponding period of 2010.
Lastly, the decline in the expenses incurred owing to rent payable and to employee transfers to professional services led to $0.2 million in
savings for the fourth quarter of 2011 compared with the same period of 2010.

EBITDA

(In thousands of dollars, except percentages) Quarters ended October 31,
(Unaudited) 2011 2010
Operating income (GAAP) 954 211
Non-recurring items - 120
Restructuring expense 391 515
Amortization of property and equipment 403 332
Amortization of intangible assets 571 645
EBITDA 2,319 1,823
Margin (%) 13.0% 10.9%

EBITDA for the last quarter of 2011 amounted to $2.3 million compared with $1.8 million for the same period last year, an increase of
$0.5 million or 2.1% of revenues. EBITDA growth was mainly driven by a larger revenue base in the fourth quarter of 2011 than in the
same period of 2010. The year-over-year foreign exchange difference did not result in any significant changes for the quarter.
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Comparative Quarterly Financial Data

(In thousands of dollars, except per share data)

(Unaudited) 2011 2010
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1 |

Revenues 17,881 17,409 16,950 16,477 16,668 14,806 17,155 16,604

Profitability
Gross margin 12,704 12,571 12,393 11,790 12,073 10,833 12,913 12,336
Gross margin (%) 71.0% 72.2% 73.1% 71.6% 72.4% 73.2% 75.3% 74.3%
EBITDA( 2,319 1,632 1,668 1,842 1,823 1,410 2,730 2,541
EBITDA (%) 13.0% 9.4% 9.8% 11.2% 10.9% 9.5% 15.9% 15.3%
Net earnings 292 403 237 393 714 840 273 462
Net earnings (%) 1.6% 2.3% 1.4% 2.4% 4.3% 5.7% 1.6% 2.8%

Earnings per share@
Basic and diluted earnings per

share $0.02 $0.02 $0.01 $0.02 $0.04 $0.05 $0.01 $0.02
Balance sheet

Total assets 108,713 115469 115712 116,060 109,036 115,797 121,256 120,279

Total long-term liabilities 5,059 5,274 4,404 6,669 7,822 14,238 16,396 18,116

(1) EBITDA is a non-GAAP performance measure for which we provide reconciliation on page 19.
(2) See Note 7 to the audited consolidated financial statements for further details regarding the calculation of earnings per share.

7. Responsibilities, Controls and Accounting Policies

Management’s Responsibility for Financial Reporting

Management assumes the responsibility for maintaining appropriate information systems, procedures and controls to ensure that
information used internally and disclosed externally is complete and reliable. The Board of Directors’ duties include assessing the integrity
of the Company’s internal control and information systems. The Company’s disclosure policy aims to raise awareness of 20-20's approach
to disclosure among the Board of Directors, senior management and employees.

The Company’'s Audit Committee consists entirely of independent directors who meet the independence and experience requirements
under Canadian securities regulation. The responsibilities of the Audit Committee include:

Reviewing all of the Company’s public disclosure documents containing audited or unaudited financial results;

Reviewing and assessing the effectiveness of our accounting policies and practices concerning financial reporting;

Reviewing our internal control procedures and policies and assessing their adequacy and effectiveness;

Reviewing the adequacy of our internal audit resources or internal audit consultants including the internal audit mandate

and objectives;

e  Submitting recommendations to the Board of Directors regarding the appointment of external auditors, ensuring the external
auditors’ independence, reviewing the terms of their engagement and pursuing ongoing discussions with them;

e Reviewing the audit procedures and program;

e Assuming such other responsibilities explicitly attributed to the Audit Committee by the Company’s Board of Directors.

The Company evaluated the effectiveness of its disclosure controls and procedures, supervised by and with the participation of the CEO
and CFO as of October 31, 2011. The CEO and CFO concluded, based on this evaluation, that disclosure controls and procedures were
effective and appropriate and provided reasonable assurance that material information related to the Company and its consolidated
subsidiaries would be made known to them by other individuals in those entities.

Disclosure Controls and Procedures and Internal Control over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial reporting to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with GAAP. The CEO and CFO have evaluated whether the Company made changes to internal control over financial reporting during the
year ended October 31, 2011 that materially affected, or are reasonably likely to materially affect, internal control over financial reporting.

The Company’s internal control over financial reporting includes policies and procedures that:
o Pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect transactions and dispositions of the assets
of the Company;
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¢ Provide reasonable assurance that transactions are recorded as necessary to permit preparation of consolidated financial statements
in accordance with Canadian generally accepted accounting principles, and that receipts and expenditures are being made only in
accordance with authorizations of management and the directors of the Company; and

e Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the
Company's assets that could have a material effect on the Company’s consolidated financial statements.

At the end of the Company’s 2011 fiscal year, management conducted an assessment of the effectiveness of the Company’s internal
control over financial reporting based on the framework established in Internal Control — Integrated Framework of the Committee of
Sponsoring Organizations of the Treadway Commission.

Based on this assessment, the CEO and CFO have determined that the Company’s internal control over financial reporting as at
October 31, 2011 was effective.

Critical Accounting Estimates

The Company’s significant accounting policies are described in Note 2 to the October 31, 2011 audited annual consolidated financial
statements. The preparation of the consolidated financial statements under 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
consolidated financial statements and the reported amounts of revenue and expenses during the reporting period. Because of the use of
estimates inherent in the financial reporting process, actual results could differ from those estimates.

An accounting estimate is considered critical if the estimate requires management to make assumptions about matters that were highly
uncertain at the time the estimate was made, if different estimates could reasonably have been used in the period, or changes in the
accounting estimates that are reasonably likely to occur, could have a material impact on the presentation of our financial condition,
changes in financial condition or results of operations.

Consolidated Statements of Earnings
Cost of revenues
Consolidated and operating Amortization
Areas impacted by estimates Balance Sheets | Revenues expenses and impairment | Income taxes
Goodwill X X
Income taxes X X
Contingencies and other liabilities X X
Revenue recognition X (a) X
Stock-based compensation X X
Investment tax credits and other
government programs X X
Impairment of long-lived assets X X

(@) Includes accounts receivable, contracts in progress and deferred revenue

Goodwill — Goodwill is tested for impairment at least annually or when events or changes in circumstances exist such that the carrying
amount may not be recoverable. Impairment testing requires a comparison of the fair value of the reporting unit to its carrying amount. The
Company considers that it carries out its operations through a single reporting unit. Accordingly, the estimate of fair value of the reporting
unit is based on a discounted cash flow analysis using management approved key assumptions such as future cash flows, growth
forecasts, terminal values, discount rates and industry data. Any change in the estimates used could have a material impact on the
calculation of fair value and the resulting impairment charge. Significant changes in the estimates and assumptions used in goodwill
impairment testing will not impact cash flows generated from the Company’s operations.

Income taxes — The Company measures income tax assets and liabilities, both current and future, according to enacted or substantively
enacted income tax legislation that is expected to apply when the asset is realized or the liability settled. The applicable income tax
legislation and regulations are subject to the Company’s interpretation. An assessment of the ultimate realization of the future income
taxes generated from temporary differences between the carrying amount and the tax value of assets and liabilities as well as tax losses
carried forward is performed regularly. To determine whether it is more likely than not a future tax asset will be realized, the Company must
estimate its future taxable income. The ultimate amount of future income taxes and income tax provisions could be materially different from
those recorded on the balance sheet, as it is influenced by the Company’s future operating results and its interpretations of tax laws.

Contingencies and other liabilities — The Company accrues for costs incurred to restructure and for other liabilities requiring significant
judgment. Contingencies for pending or threatened litigation, guarantees and other possible liabilities involve uncertainty as to possible
gain or loss to the Company that will ultimately be resolved when one or more future events occur or fail to occur. Resolution of the
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uncertainty may confirm the reduction of a liability or the occurrence of a liability. The accrued liabilities are based on historical experience,
current trends and other assumptions that are believed to be reasonable under the circumstances.

Revenue recognition — The major part of our revenues is recognized using criteria that do not require us to make significant estimates.
However, the Company provides services containing other pricing mechanisms such as fixed-price arrangements under the percentage-of-
completion method. The percentage-of-completion method requires estimates of costs and profits over the entire term of the arrangement,
including estimates of resources and costs necessary to complete performance. Further, if total costs from a contract are more likely than
not to exceed the total revenue from the contract, then a provision for the probable loss is made in the period in which the loss first
becomes evident. Revenues from professional services are recognized only to the extent it can be predicted, with reasonable certainty,
that the benefit stream will generate amounts sufficient to fund the value on which revenue recognition is based. Another assessment,
related to a contract which involves the provision of multiple-service elements, is to determine whether the total estimated contract revenue
that is allocated to each element is based on the relative fair value, internal estimates or vendor specific objective evidence of each
element. Revenues are then recognized for each element as for single-element contracts.

Management regularly reviews arrangement profitability and the underlying estimates. Estimates of total revenue at the start of the contract
may differ materially from actual revenue generated due to volume variations, changes in technology and other factors which may not be
foreseen at inception.

Stock-based compensation — The Company accounts for its stock option plan in accordance with CICA Handbook Section 3870, Stock-
based Compensation and Other Stock-based Payments. Pursuant to the recommendations of this section, the Company has elected to
use the Black-Scholes valuation model to value the options granted as part of its share-based payment transactions. The variables in the
model include, but are not limited to: the expected stock price volatility over the term of the awards, expected forfeitures, the expected life
of the options and the risk-free interest rate.

In addition, the Company has a Deferred Share Unit (DSU) plan under which, at the end of each quarter, an amount of DSUs equal to the
number of shares purchased on the open market for a dollar amount equal to the elected deferral amount is credited to an account the
Company will maintain for each director. The account balance is remeasured monthly using the share value on the open market. Different
assumptions and changes in circumstances could cause material differences in our results of operations.

Management must estimate whether performance measures tied to Executive Committee members’ long-term compensation plan will be
met. If the assumptions on which the estimate is based were to change, it could give rise to changes in operating results.

Investment tax credits and other government programs - The Company receives refundable tax credits on salaries and tax credits on
research and software development costs, which meet the criteria of investment tax credits and government programs. The Company is
subject to annual audits to verify the amount for which it is entitled and whether it operates eligible activities under the terms of various
government tax credit programs. The Company periodically assesses the eligibility and recoverability of expenses for tax credits and its
operational compliance with the criteria set by government programs.

Impairment of long-lived assets — The Company tests the recoverability of long-lived assets, such as intangibles and property and
equipment when events or changes in circumstances indicate that the carrying amount may not be recoverable. For software licenses and
client and distributor relationships, estimates and assumptions include determining the appropriate period over which to amortize the
capitalized costs based on the estimated useful lives and estimating the related future cash flows, and assessing these against the
unamortized balances. For internal-use software and property and equipment, the appropriate amortization period is based on estimates of
the Company’s ability to utilize these assets on an ongoing basis. To assess the recoverability of capitalized software costs, the Company
must estimate future revenues, costs and future cash inflows and outflows. Changes in the estimates and assumptions used in long-lived
assets impairment testing will not impact the cash flows generated by the Company’s operations.

Accounting information

New accounting methods - The Company did not adopt any changes in accounting policies during the year ended October 31, 2011
and no new accounting policies became effective during said fiscal year.

Future changes in accounting policies — Based on the information currently available, the Company considers that there are no future
changes in accounting policies that will have an impact on the Company’s next financial statements, except for the adoption of
International Financial Reporting Standards (IFRS) that the Company will adopt for fiscal 2012.

IFRS Conversion

The Canadian Accounting Standards Board has confirmed that Canadian publicly accountable enterprises will be required to use
International Financial Reporting Standards (“IFRS”) in the preparation of their financial statements for fiscal years beginning on or after
January 1, 2011. As of that date, IFRS will replace Canadian GAAP for those companies. The Company will adopt IFRS for fiscal 2012 and
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report its consolidated financial statements under IFRS, including the comparative figures for fiscal 2011 using the same
reporting standards.

In order to issue its first consolidated financial statements under IFRS, as of the first quarter of fiscal 2012, including the initial comparative
opening balance sheet as at November 1, 2010, which is the transition date, the Company has prepared an IFRS conversion plan
consisting of several phases:

1) Diagnostic In-depth analysis of differences between GAAP and IFRS, and identifying the main differences that could impact the
Company.

2) Detailed impact assessment Review of the various options for IFRS adoption and detailed impact assessment of the differences. Documenting and
assessing accounting policy choices, new disclosures, and quantitative impact evaluations, if applicable.

3) Design and planning Selection of accounting policies and exemptions, if any. Assessing the impacts on the Company’s information systems and
internal controls.
4) Developing solutions and Implementation plan and developing solutions for implementing the conversion plan.
implementation

Quarterly updates of the conversion project status are provided to the Audit Committee. With the assistance of external consultants, we
have completed the first phase—Diagnostic—and have identified the main differences between GAAP and IFRS that could have an
impact.

Implementation of the plan as a whole has been practically completed. Based on its initial assessment and in-depth analysis, the Company
has identified the following list of International Accounting Standards Board pronouncements that differ from Canadian GAAP and that
could impact the Company’s consolidated financial statements. The list should not be construed as a comprehensive list of changes that
will result from transition to IFRS, but rather highlights those areas of accounting differences the Company currently believes to be most
significant. This list is subject to change following potential changes to IFRS before the Company'’s first consolidated financial statements
are issued under these reporting standards.

Significant accounting differences between Canadian GAAP and IFRS

Foreign exchange translation

IAS 21, The Effects of Changes in Foreign Exchange Rates, requires an operation to determine its functional currency in accordance
with the standard and translate all foreign currency items into its functional currency. Canadian GAAP, on the other hand, requires a
company to classify each foreign operation as integrated or self-sustaining operations. The Company then translates the financial
statements using the temporal method for integrated operations and the current rate method for self-sustaining operations.

While similar to those under Canadian GAAP, the indicators used in determining the functional currency of a foreign operation under
IAS 21 are based on a hierarchy of criteria used in analyzing the transactions carried out in the primary economic environment of that
operation. Currently under Canadian GAAP, management has determined that all group subsidiaries use the Canadian dollar as their
functional currency. Management's preliminary analysis indicates that under IFRS, several foreign subsidiaries will change their
functional currency to their local currency. Note that the presentation currency of the consolidated financial statements will remain the
US dollar.

Accordingly, exchange gains on translation into the presentation currency of foreign operations with a functional currency other than the
functional currency of the parent company will be recognized as foreign currency translation adjustment (“CTA”) through accumulated
other comprehensive income in the statement of shareholders’ equity.

The change in the functional currency of several subsidiaries will result in certain assets being remeasured to lower amounts, such as
intangibles and goodwill for an estimated total of $11 million on the transition date.

IFRS 1 allows a first-time adopter on its day of transition to record its CTA from all its foreign operations to retained earnings and reset
the CTA balance to nil. The Company has decided to make this election.

Impairment of assets (IAS 36)

Canadian GAAP impairment testing involves two steps, the first of which compares the long-lived asset carrying values with
undiscounted future cash flows to determine whether impairment exists. If the carrying value exceeds the amount recoverable on an
undiscounted basis, then the cash flows are discounted to calculate the amount of the impairment and the carrying values are written
down to estimated fair value. IAS 36, Impairment of Assets, uses a one-step approach for both testing for and measurement of
impairment, with asset carrying values compared directly with the higher of fair value less costs to sell and value in use (which uses
discounted future cash flows). Under Canadian GAAP, goodwill is tested for impairment by comparing the carrying amount of the
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reporting unit(s) to which it is allocated, including the allocated goodwill, to the fair value of the reporting unit(s). If the fair value is less
than the carrying amount of the reporting unit(s), then an impairment loss is calculated. The impairment loss is measured as the
difference between the implied fair value of the goodwill and its carrying amount. The implied fair value of the goodwill is determined
based on the value that would be ascribed to goodwill if the reporting unit(s) was acquired in a business combination. Under IFRS,
goodwill is allocated to the Company’s cash generating units (CGUs) and is always tested for impairment at the level of a CGU or
groups of CGUs. An impairment loss is recognized if a CGU’s carrying amount exceeds its recoverable amount. The recoverable
amount is the greater of fair value less costs to sell and value in use, which is based on the net present value of future cash flows. The
impairment loss equals the amount of this excess.

The Company has determined that a sole cash generating unit (CGU) will be used for impairment testing purposes. In addition, the
Company calculated the estimates of its CGU'’s recoverable amount as at November 1, 2010 and October 31, 2011, respectively, and
concluded that there was no difference to be recognized that would impact the respective balances.

Share-based payment

With respect to compensation costs for stock options, IFRS require the use of the graded vesting method for grants with vesting periods
greater than one year. Under IFRS, for grants of options exercisable in tranches, each tranche must be treated as a separate grant with
a different market value. The Company will need to retroactively apply IFRS to any unvested grant options on transition. As with other
sections, we will also expand our disclosure to meet IFRS standards. The difference is currently expected to have a trivial impact on the
Company’s financial statements.

Provisions

IAS 37, Provisions, Contingent Liabilities and Contingent Assets, requires a provision to be recognized when: there is a present
obligation as a result of a past transaction or event; it is probable that an outflow of resources will be required to settle the obligation;
and a reliable estimate can be made of the obligation. “Probable” in this context means more probable than improbable. Under
Canadian GAAP, the criterion for recognition in the financial statements is “likely,” which is a higher threshold than “probable.”
Therefore, it is possible that there may be some provisions or contingent liabilities that would meet the recognition criteria under IFRS
that were not recognized under Canadian GAAP. Other differences between IFRS and Canadian GAAP exist in relation to the
measurement of provisions, such as the methodology for determining the best estimate where there is a range of equally possible
outcomes (IFRS uses the mid-point of the range, whereas Canadian GAAP uses the low-end of the range), and the requirement under
IFRS for provisions to be discounted where material. Management is currently quantifying the impact of this change on the Company’s
consolidated financial statements, but it is not currently expected to be significant.

Leases

We do not see a material impact to our financial statements outside of enhanced disclosure. Unlike GAAP today, when classifying
capital leases (or “finance leases”) under IFRS, management must apply more judgment due to the lack of quantitative thresholds. IFRS
includes additional qualitative indicators that assist in determining lease classification. After our review during the detailed assessment
phase, we concluded that we had no specific classification issues. When quantifying the value of a finance lease, IFRS requires the use
of the interest rate implicit in the lease. This differs from current GAAP in that the rate to use is the lower of the incremental borrowing
rate and the implicit rate of the lease. No adjustment will be made to our opening balance sheet on the transition date since the amount
is immaterial.

Financial instruments

We do not foresee any material impact in terms of recognition and financial reporting. There are certain differences between current
GAAP and IFRS for the definition of the classification of financial assets and financial liabilities. This difference could have an impact on
the classification currently being made by the Company and on the value of the financial assets and liabilities under current GAAP.
However, the difference is not currently expected to be significant.

Property and equipment

We have assessed IFRS against current GAAP and have not identified any major impact to our financial statements outside of additional
disclosure. We do not expect any modifications to the groupings of our major assets. Management will continue to use historical cost as
its measurement basis and will assess indicators of impairment if a triggering event occurs.
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Revenue (IAS 18)

The applicable revenue recognition standards under IFRS are of particular significance to the Company'’s financial reporting. In order to
harmonize its revenue recognition policy with trends in industry practice at similar companies, the Company will adopt a change in
accounting policy for the recognition of revenues from recurring licenses. Since this type of revenue represents the granting of time-
limited usage rights (normally for a 12-month period) in respect of certain software products, such revenue will now be recognized based
on the expected period of the usage rights, whereas the current policy is to recognize such revenue when the right is granted.

Management is currently quantifying the impact of this change on the Company’s consolidated financial statements as at the transition
date and for the comparative period, but it is not currently expected to be significant.

Consolidation

We have not identified any material impact to our financial statements. Group entities apply the same accounting policies and reporting
periods as the parent company.

The Company intends to avail itself of the optional IFRS exemption to not reclassify prior business acquisitions on transition.

Government grants

No accounting impact is expected under IFRS for government grants as IAS 20 permits substantially the same accounting treatment as
current GAAP. As a result, the Company will not have any additional disclosure requirements.

Presentation of financial statements (IAS 1)

A number of financial statement presentation differences exist between IFRS and Canadian GAAP, including but not limited to, the
classification of the statement of earnings by nature or function. The Company addressed these presentation differences while preparing
its draft IFRS financial statements throughout 2011. The Company has made significant progress in the preparation of its draft IFRS
financial statements and related note disclosures to reflect the revised presentation and disclosure requirements under IFRS. The
Company will present its financial statements in accordance with the presentation standards required under IFRS as of the first quarter
of fiscal 2012.

Information technology and data systems

To date, the Company has not identified any material system impact as it converts to IFRS.

Internal control over financial reporting

The Company has concluded that internal controls applicable to its reporting processes under current GAAP are fundamentally the same
as those required in its IFRS reporting environment.

Disclosure controls and procedures

The Company is currently implementing the appropriate controls and procedures to ensure additional information can be gathered and
reported on. As communicated earlier, our financial statement note disclosures will be expanded. The working team is also producing a
draft of our first set of interim financial statements under IFRS. Documentation will be substantially amended, including accounting
policy disclosures.

8. Risks and Uncertainties

Management is confident regarding the Company's long-term prospects, but the Company must take into account the risks and
uncertainties described below, which could have an impact on its capacity to achieve its growth objectives. The following factors should be
taken into consideration when assessing the Company’s future prospects as an investment.
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Economic Risks

Current_economic conditions — An economic slowdown could cause demand for our products to decline. Growth in our clients’
businesses is affected by the economic environment and could therefore have an impact on the Company’s operating results. We can
neither predict the impact current economic conditions will have on our future results, nor predict when the economy will show meaningful
improvement. During this period of economic instability, our existing and potential clients might reduce or delay purchases or projects or
defer contracts currently underway. This situation could also lead to greater delays and defaults in payments or debt collection, resulting in
lower operating results. Because of lower sales and contracts during an economic slowdown, competition increases and prices might be
reduced by certain competitors to maintain or expand their market share. Our pricing and profitability could be adversely affected as a
result of such factors.

Foreign exchange risk — A substantial portion of our revenues are earned in US dollars while a substantial portion of our operating
expenses are incurred in Canadian dollars. Fluctuations in the exchange rate between the US dollar and other currencies, such as the
Canadian dollar, may have a material adverse effect on our business, financial position and operating results. With respect to other
currencies such as the euro and the pound sterling, however, we have a natural hedge since most revenues and expenses are incurred in
the same currency. Our policy is to hedge a portion of our foreign exchange exposure to minimize the impact of adverse foreign exchange
movements. However, we do not entirely hedge exposure to foreign currencies. In addition, the use of forward contracts to hedge our
foreign exchange exposure carries risk and could limit our gains, or result in a loss.

In addition to the exposure identified above which affects operating income due to variations in operating expenses and cost of sales
denominated in Canadian dollars, the Company is exposed to unrealized exchange gains and losses with respect to the translation of
monetary assets and liabilities held in currencies other than the Canadian dollar. For the Canadian dollar, our measurement currency, the
largest exposure is with respect to the US dollar.

Capacity to attract and retain personnel — To ensure success for the Company, management and key technical personnel must have
sound knowledge of products, the industry, clients and the market. Against the current economic background, the Company must be able
to retain its key personnel and attract new employees for continued growth. Personnel are currently spread across the world according to
the products and markets. With such decentralization of human capital, the Company can better manage its growth and reduce the risk of
exposure to a single market. The IT labor market is highly competitive and we may not be able to hire and retain the employees we need
and, as a result, the Company may have to resort to subcontractors, which would have an impact on our operating margins.

International activities — We currently conduct operations in Canada, the United States, Europe, Latin America, Asia, Africa and the
Middle East. We intend to continue to expand our international operations and to increase the proportion of our revenues from outside
North America. These operations require significant management attention and financial resources while subjecting us to risks inherent in
doing business internationally. Our failure to properly comply or address any of the above factors could greatly mitigate the success of our
international operations and have a material adverse effect on our operating performance and financial condition.

Transfer pricing risk — We conduct business operations through subsidiaries in various jurisdictions. Certain of these subsidiaries provide
products and services to, and may from time to time undertake certain significant transactions with, other of our subsidiaries in different
jurisdictions. Our method for determining transfer pricing is well documented and supported. Our future earnings and cash may be
adversely affected if any of the taxation authorities in these various jurisdictions were successful in challenging our documentation and
transfer pricing policies.

New economy centre tax credit program and e-business development credit — The new economy centre (“CNE”) program offers tax
incentives to companies that conduct their business activities in CNE-designated buildings in Québec. As a result of the June 12, 2003
Québec budget, the credit would be eliminated in the event of an acquisition of control of the Company. There can be no assurance that
we will continue to meet the eligibility criteria or that the CNE program will not be amended or canceled in the future.

Since the beginning of the current fiscal year, the Company has undertaken to secure accreditation for the Refundable Tax Credit for the
Development of E-Business (“CDAE” in French). This change will be retroactive to the fiscal year ended October 31, 2010. There can be
no assurance at the present time that we will meet all of the eligibility criteria.

Other tax issues — Although we are of the view that all expenses and tax credits claimed by the Company, including research and
development expenses and tax credits, are reasonable and deductible and have been correctly determined, there can be no assurance
that the Canadian taxation authorities will agree. If Canadian taxation authorities successfully challenge the deductibility of our expenses or
the correctness of income tax credits claimed, our operating results could be adversely affected. We may, directly or indirectly, through our
subsidiaries, be subject to taxes with respect to our operations in foreign jurisdictions. Although we are of the view that the liability with
respect to such foreign taxes has been provided for in our books and financial statements, our future income and cash may be adversely
affected if taxation authorities were successful in challenging our liabilities for such foreign taxes. In addition, if the Company does not
generate enough taxable income, it could be unable to realize the taxes and/or tax credits that it has accounted for.
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Business Risks

Sales and implementation cycle — Typically, the larger the potential sale, the more time, money and other resources will be invested. As
a result, it may take an extended period of time after our first contact with a customer before a sale can actually be completed. We may
invest significant sales and other resources in a potential customer that may not generate revenues for a substantial period of time, if at all.
During these lengthening sales and implementation cycles, events may occur that affect the size or timing of the order or even cause it to
be cancelled. If these events were to occur, sales of certain of our new enterprise solutions or services may be adversely affected, which
would reduce our operating revenues.

Competitive environment — The Company currently faces competition from software providers in both the computer-aided design (CAD)
and enterprise resource planning (ERP) markets. The interior design software industry is highly fragmented and comprised generally of
point-of-sale solution (as opposed to full solution) software providers that address specific aspects of design software or software providers
that have limited geographic coverage. Accordingly, none of the Company’'s competitors competes in all of its product and
geographic markets.

As our software solutions expand, potential competitors may have significantly greater resources than ours, and we may therefore be at a
disadvantage when competing against them. They may be able to adapt more quickly to new or emerging technologies and changes in
customer requirements or devote greater resources to the development, promotion and sale of their products than we can. Any of these
factors could materially impair our ability to compete and have a material adverse effect on our operating performance and
financial position.

Capacity to adapt our business model — Customer behavior in response to market conditions and/or industry and technology trends
might change their buying and contractual habits such as renting software as opposed to buying. Any such change could impact our
business model and practices, which could have a material adverse effect on our operating performance and financial position.

Capacity to capitalize on new software solutions - The addition of new software solutions also gives rise to risks. There may be little
demand for our new solutions, and they may not be broadly accepted by the market. If we do not derive any benefit from our efforts to
market our new solutions, our operating results could be adversely affected.

Capacity to improve our software offering — We do our best to remain the leader in our industry. To do so, we have to develop new
products or enhance and improve our existing software platforms, and position and price our products to meet market demand. We have to
continually invest in accelerating product introductions and shortening product life cycles, which requires ongoing expenditures for
research and development. Furthermore, any new products we develop could require long development and testing periods and may not
be introduced in a timely manner or may not achieve the broad market acceptance necessary to generate significant revenues. Our
competitors are alert and if we are unable to continue product development and marketing, our operating revenue and margins could
be affected.

Capacity to manage strategic alliances, partnerships and distributor relationships that will contribute to future growth — We may
be unable to (i) retain distributor relationships under acceptable business terms; (i) partner with parties that are suitable for driving future
growth; or (iii) complete required agreements on a timely basis. Furthermore, identifying alliances and partnerships and concluding such
agreements, could divert management’s attention and financial resources which may negatively affect our operating results.

Capacity to protect our intellectual property — We rely on various intellectual property protections, including contractual provisions,
copyright, trademark and trade secret laws, to preserve our intellectual property rights. To protect our intellectual property, we may become
involved in litigation, which could result in substantial expenses, divert management's attention, cause significant delays, materially disrupt
the conduct of our business or adversely affect our revenues, financial position and results of operations.

We cannot determine with certainty whether any existing third party trademarks or patents or the issuance of any third-party trademarks or
patents would require us to alter our names or our technology, obtain licenses or cease certain activities. We may become subject to
claims by third parties that we infringe their property rights due to the growth of software products in our target markets, the overlap in
functionality of these products and the prevalence of software products. Litigation may be necessary to determine the scope, enforceability
and validity of such third-party proprietary rights or to establish our proprietary rights. Regardless of their merit, any such claims could
result in substantial expenses, divert management's attention, cause significant delays, materially disrupt the conduct of our business or
adversely affect our revenues, financial position and results of operations.

Bugs in our products could result in significant costs and hurt sales — Our products are complex and, accordingly, they may contain
errors or “bugs” that may be detected at any point in the product life cycle. Errors in our products could materially and adversely affect our
reputation, result in significant costs to us, delay planned release dates and impair our ability to sell our products in the future.

Risk of legal proceedings — In the normal course of business, the Company may be subject to lawsuits, claims and litigation for amounts
not covered by our liability insurance. Some of these proceedings may result in significant costs. Although the outcome of such
proceedings is not predictable with assurance, the Company has no reason to believe that the disposition of such matters could have a
significant impact on its financial position, operating results or ability to carry on its business activities. As at January 19, 2012, no claims or
litigation have been brought against the Company,
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Capacity to identify and complete strategic acquisitions that will contribute to future growth - We may be unable to (i) identify
suitable acquisition targets available for sale at reasonable prices; (i) properly evaluate the fair value of target businesses; or (iii) complete
an acquisition in a given timeframe. In addition, if we proceed with acquisitions, available cash may be used to complete such transactions,
diminishing our liquidity and capital resources, or shares may be issued which could cause significant dilution to existing shareholders.
Furthermore, identifying acquisitions and the completion of acquisitions per se, could divert management's attention and financial
resources which may negatively affect our operating results.

Capacity to maintain rights to use third party software — We license certain technologies used in our products from third parties,
generally on a non-exclusive basis. The termination of any of these licenses, or the failure of the licensors to adequately maintain or
update their products, could delay our ability to ship our products while we seek to implement alternative technology offered by other
sources, and require significant unplanned investments on our part. In addition, alternative technology may not be available on
commercially reasonable terms.
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING

The Consolidated Financial Statements and Management Discussion and Analysis (‘MD&A”) of 20-20 Technologies
Inc. (the “Company” or “20-20") and all other information in this Annual Report are the responsibility of Management.
The Consolidated Financial Statements and the MD&A have been reviewed and approved by its Board of Directors.

The Consolidated Financial Statements have been prepared by Management in accordance with Canadian generally
accepted accounting principles. The MD&A has been prepared in accordance with the requirements of securities
regulations. The Financial Statements and MD&A include items that are based on best estimates and judgments of the
expected effects of current events and transactions. Management has determined such items on a reasonable basis in
order to ensure that the Financial Statements and MD&A are presented fairly in all material respects. Financial
information presented elsewhere in the Annual Report is consistent with that in the Consolidated Financial Statements.

The Company’s Chief Executive Officer and Chief Financial Officer have designed disclosure controls and procedures,
or have caused them to be designed under their supervision, to provide reasonable assurance that material information
related to the Corporation has been made known to them and has been properly disclosed in the Consolidated
Financial Statements and MD&A. The Company’'s Chief Executive Officer and Chief Financial Officer have also
evaluated the effectiveness of such disclosure controls and procedures as of the end of fiscal year 2011. As at year
end, Management believes that the disclosure controls and procedures effectively provide reasonable assurance that
material information related to the Company has been disclosed in the Consolidated Financial Statements and MD&A.
In compliance with Multilateral Instrument 52-109, the Company’s Chief Executive Officer and Chief Financial Officer
have provided to the Canadian Securities Administrators a certification related to the Company’s annual disclosure
documents, including the Consolidated Financial Statements and MD&A.

The Board of Directors is responsible for ensuring that Management fulfills its responsibilities for financial reporting and
is ultimately responsible for reviewing and approving the Consolidated Financial Statements and MD&A. The Board of
Directors carries out this responsibility principally through its Audit Committee.

The Audit Committee is appointed by the Board of Directors and is comprised entirely of independent and financially
literate directors. The Audit Committee meets periodically with Management, as well as with the external auditors, to
review the Consolidated Financial Statements, the MD&A, auditing matters and financial reporting issues, to discuss
internal controls over the financial reporting process, and to satisfy it that each party is properly discharging its
responsibilities. In addition, the Audit Committee has the duty to review the appropriateness of the accounting policies
and significant estimates and judgments underlying the Consolidated Financial Statements as presented by
Management, and to review and make recommendations to the Board of Directors with respect to the fees of the
external auditors. The Audit Committee reports its findings to the Board of Directors for its consideration when it
approves the Consolidated Financial Statements and MD&A for issuance to shareholders.

KPMG LLP, external auditors approved by the shareholders, meets with the Audit Committee to discuss audit activities,
financial reporting matters and other related subjects.

This report and our audited consolidated financial statements were reviewed by the Company’s Audit Committee on
January 17, 2012 and approved by 20-20’s Board of Directors on January 19, 2012.

/sl Jean-Frangois Grou /s/ Steve Perrone, C.A.
Chief Executive Officer Chief Financial Officer

Laval, Canada
January 19, 2012
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Montréal (Québec) H3A 03A

INDEPENDENT AUDITORS' REPORT

To the Shareholders of 20-20 Technologies Inc.

We have audited the accompanying consolidated financial statements of 20-20 Technologies Inc.,
which comprise the consolidated balance sheet as at October 31, 2011, the consolidated statements
of earnings, shareholders’ equity and cash flows for the year then ended, and notes, comprising a
summary of significant accounting policies and other explanatory information.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Canadian generally accepted accounting principles, and for such
internal control as management determines is necessary to enable the preparation of consolidated
financial statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our
audit. We conducted our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we comply with ethical requirements and plan and perform the audit to
obtain reasonable assurance about whether the consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the consolidated financial statements. The procedures selected depend on our judgment, including
the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, we consider internal control relevant
to the entity’s preparation and fair presentation of the consolidated financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting
estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.

KPMG LLP is a Canadian limited liability partnership and a member firm of the KPMG
network of independent member firms affiliated with KPMG International Cooperative
("KPMG International"), a Swiss entity.

KPMG Canada provides services to KPMG LLP.
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Opinion

In our opinion, the consolidated financial statements present fairly, in all material respects, the
consolidated financial position of 20-20 Technologies Inc. as at October 31, 2011 and its consolidated
results of operations and its consolidated cash flows for the year then ended in accordance with
Canadian generally accepted accounting principles.

Other Matter

The consolidated financial statements of 20-20 Technologies Inc. as at and for the year ended
October 31, 2010 were audited by another auditor who expressed an unmodified opinion on those
statements on December 23, 2010.

Kins X
e

Chartered Accountants

January 19, 2012

Montréal, Canada

*CA Auditor permit no 19544
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20-20 Technologies Inc.
CONSOLIDATED BALANCE SHEETS
(Amounts in thousands of U.S. dollars)

October 31, October 31,
2011 2010
$ $
ASSETS
Current assets
Cash and cash equivalents (Note 10) 11,362 14,681
Accounts receivable (Note 11) 15,996 14,815
Income taxes receivable 115 102
Contracts in progress 356 178
Prepaid expenses 1,420 1,019
Income tax credits recoverable 631 984
Future income taxes (Note 6) 179 263
30,059 32,042
Property and equipment (Note 12) 2,257 2,345
Intangibles (Note 13) 6,023 6,968
Goodwill (Note 14) 63,037 61,472
Income tax credits recoverable 3,654 2,304
Future income taxes (Note 6) 2,468 2,745
Other assets 1,215 1,160
108,713 109,036
LIABILITIES
Current liabilities
Bank loan (Note 15) - 148
Accounts payable 11,902 11,907
Income taxes payable 186 413
Deferred revenue 12,057 11,774
Current portion of long-term debt (Note 16) 2,099 2,833
Future income taxes (Note 6) 252 207
26,496 27,282
Long-term debt (Note 16) 2,610 4,710
Leasehold inducements 350 279
Future income taxes (Note 6) 2,972 3,392
32,428 35,663
SHAREHOLDERS’ EQUITY
Capital stock (Note 18) 58,154 58,569
Common stock options and warrants 1,753 1,553
Contributed surplus 1,058 1,050
Deficit (654) (1,979)
Accumulated other comprehensive income 15,974 14,180
15,320 12,201
76,285 73,373
108,713 109,036

Commitments and contingencies (Note 21)

The accompanying notes are an integral part of the audited consolidated financial statements.

On behalf of the Board,

/s Jean-Frangois Grou
Director
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20-20 Technologies Inc.
CONSOLIDATED EARNINGS
(Amounts in thousands of U.S. dollars, except per share data)

Years ended

October 31
2011 2010
$ $
Revenues 68,717 65,233
Cost of revenues 19,259 17,078
Gross margin 49,458 48,155
Operating expenses
Sales and marketing 19,765 17,731
Research and development expenses (Note 4) 11,617 12,399
General and administrative 14,150 12,970
Stock-based compensation (Note 17) 216 565
Restructuring expense (Note 5) 193 515
45,941 44,180
Operating income 3,517 3,975
Financial expenses
Bank charges and interest expense, net (Note 3) 919 1,243
Exchange loss 349 250
1,268 1,493
Non-controlling interest - 37
Earnings before income taxes 2,249 2,445
Income taxes (Note 6)
Current 1,005 948
Future (81) (792)
924 156
Net earnings 1,325 2,289

Earnings per share (Note 7)
Basic and Diluted 0.07 0.12

Supplemental information related to the consolidated statement of earnings (Note 3)

The accompanying notes are an integral part of the audited consolidated financial statements
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20-20 Technologies Inc.
CONSOLIDATED SHAREHOLDERS’ EQUITY
(Amounts in thousands of U.S. dollars, except share data)

Common Accumulated

stock other

Capital stock  options and Contributed comprehensive
Number Amount warrants surplus income Deficit Total
$ $ $ $ $ $
Balance as at October 31, 2009 18,926,692 58,582 1,279 1,015 10,295 (4,268) 66,903
Net earnings - - - - - 2,289 2,289
Translation adjustment - - - - 3,885 - 3,885
Comprehensive income - - - - 3,885 2,289 6,174
Options expired - - (39) 39 - - -
Options granted (Note 17) - - 319 - - - 319
Options exercised 1,400 6 (6) - - - -

Common shares repurchased for a cash

consideration (Note 18) (6,300) (19) i ) i i (23)
Balance as at October 31, 2010 18,921,792 58,569 1,553 1,050 14,180 (1,979) 73,373

Common Accumulated

stock other

Capital stock  options and Contributed comprehensive
Number Amount warrants surplus income Deficit Total
$ $ $ $ $ $
Balance as at October 31, 2010 18,921,792 58,569 1,553 1,050 14,180 (1,979) 73,373
Net earnings - - - - - 1,325 1,325
Translation adjustment - - - - 1,794 - 1,794
Comprehensive income - - - - 1,794 1,325 3,119
Options granted (Note 17) - - 200 - - - 200

Common shares repurchased for a cash

consideration (Note 18) (o) (419) . 8 - - (407)
Balance as at October 31, 2011 18,817,192 58,154 1,753 1,058 15,974 (654) 76,285

The accompanying notes are an integral part of the audited consolidated financial statements.
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20-20 Technologies Inc.
CONSOLIDATED CASH FLOWS
(Amounts in thousands of U.S. dollars)

Years ended

October 31
2011 2010
$ $
OPERATING ACTIVITIES
Net earnings 1,325 2,289
Non-cash items
Amortization (Note 3) 3,554 3,894
Gain on debt extinguishment - (190)
Leasehold inducements 65 (82)
Stock-based compensation (Note 17) 185 518
Accreted interest on long term debt 47 66
Non-controlling interest - 37
Future income taxes (81) (792)
Unrealized foreign exchange gain (201) (143)
Changes in non-cash working capital items (Note 8) (2,699) (2,718)
Cash flows from operating activities 2,195 2,879
INVESTING ACTIVITIES
Business acquisition (Note 9) (137) -
Property and equipment — acquired (887) (977)
Intangible assets — acquired (Note 13) (1,027) (41)
Proceeds from disposition of property and equipment 24 63
Other assets (25) (669)
Cash flows used in investing activities (2,052) (1,624)
FINANCING ACTIVITIES
Repayment of bank loan (148) -
Proceeds from issuance of long-term debt 1,007 1,160
Repayment of long-term debt (4,292) (11,909)
Common shares repurchased (407) (23)
Cash flows used in financing activities (3,840) (10,772)
Effect of changes in exchange rate on
cash held in foreign currencies 378 977
Net decrease in cash and cash equivalents (3,319) (8,540)
Cash and cash equivalents, beginning of year 14,681 23,221
Cash and cash equivalents, end of year (Note 10) 11,362 14,681

Supplemental information related to the consolidated statement of cash flows (Note 8)

The accompanying notes are an integral part of the audited consolidated financial statements.
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20-20 Technologies Inc.
Notes to Consolidated Financial Statements
(Amounts in U.S. dollars, tabular amounts in thousands, except share and per-share data)

1 - GOVERNING STATUTES AND NATURE OF OPERATIONS

The Company, incorporated under Part 1A of the Companies Act (Québec), is a developer and provider of computer-
aided design, sales and manufacturing software tailored for the interior design industry, including a suite of proprietary
e-commerce solutions and related services.

2- ACCOUNTING POLICIES
Basis of presentation

The consolidated financial statements have been prepared in accordance with Canadian generally accepted accounting
principles (Canadian GAAP) and are presented in United States of America dollars (U.S. dollars).

Use of estimates

The consolidated financial statements have been prepared in accordance with Canadian GAAP, which requires
management to make estimates and assumptions that affect the reported amounts of revenues and expenses, the
reported amounts of assets and liabilities, and the disclosure of contingent assets and liabilities at the date of the financial
statements. Actual results could differ from these estimates.

Significant estimates in these consolidated financial statements include the determination of the amount and timing of
revenue to be recognized and the allowance for doubtful accounts, estimating of the useful life and recoverability of long—
lived assets, including property and equipment and intangibles, estimating the fair value of assets and liabilities of
acquired businesses for purchase price allocation purposes, as well as assessing the recoverability of income tax and
other credits recoverable, future income tax assets and goodwill.

Principles of consolidation

The consolidated financial statements include the accounts of the Company and its subsidiaries:

October 31,

2011 2010

% owned % owned

20-20 Technologies B.V. 100 100
Twenty Twenty (UK) Technologies Limited 100 100
Interior Design Software Ltda. 100 100
20-20 Technologies SAS 100 100
20-20 Technologies Commercial Corp. 100 100
20-20 Technologies International Inc. 100 100
20-20 Technologies Bangladesh Ltd. 100 100
20-20 Technologies GmbH and its subsidiary 100 100
Shanghai Twenty-Twenty Technologies Co Ltd. 100 100
20-20 Fusion Limited 100 100
20-20 Icovia Inc. (Note 9) 100 100

20-20 Technologies Limited 100 -

Reporting currency and translation of foreign currencies

The Company uses the U.S. dollar as its reporting currency. The Company's financial statements have been translated
from the functional currency, the Canadian dollar (C$), into the reporting currency using the current rate method as
follows: assets and liabilities are translated using the exchange rate in effect at year-end and revenues and expenses are
translated using the average rate for the period. The cumulative translation gains or losses have been included as a
separate component of shareholders' equity, under “Accumulated other comprehensive income”.
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20-20 Technologies Inc.
Notes to Consolidated Financial Statements
(Amounts in U.S. dollars, tabular amounts in thousands, except share and per-share data)

2- ACCOUNTING POLICIES (Continued)
Reporting currency and translation of foreign currencies (Continued)
Transactions concluded in currencies other than the functional currency have been translated as follows:

—  Monetary assets and liabilities denominated in foreign currencies in the Canadian companies and in the integrated
foreign operations have been ftranslated at the exchange rates in effect at the balance sheet dates; non-monetary
assets and liabilities have been translated at the rate in effect at transaction dates;

— Revenues and expenses have been translated at the weighted average exchange rates for the fiscal years, except
for amortization, which is translated at the historical rate.

Exchange gains and losses arising from such transactions have been included in earnings.

Revenue recognition

The Company's revenues are derived from license, recurring license, maintenance and other service fees. The Company
licenses its desktop and enterprise software solutions under single-user license agreements that are non-transferable.
Each software license, for which the user pays a one-time fee, is typically perpetual in nature. However, for a recurring
license, the user pays an annually fee for usage of the license, renewable yearly. The Company also provides
maintenance and other recurring services, including customer support, software and electronic catalog updates and web
services, which are renewable at the option of the client. Finally, the Company provides professional services that include
training, electronic catalog creation and maintenance and integration services. The Company recognizes revenue in
accordance with provisions of Section 3400, Revenue, Emerging Issues Committee Abstracts No. 141 (EIC-141),
Revenue Recognition, and No. 142 (EIC-142), Revenue Arrangements with Multiple Deliverables of the CICA Handbook.

The Company recognizes license revenue when it has persuasive evidence that an agreement exists, the software
product has been delivered, the amount to be paid by the customer is fixed and determinable, and collection is deemed
probable.

Revenue from maintenance and other recurring services is recognized over the term of the agreement, which typically is
12 months. If it is not considered probable that the revenue is collectible, then it is only recognized when the fee is
collected.

Revenue from professional services is recognized when the services are provided.

The Company also enters into various contracts with its clients for customized services such as electronic catalog
creation and updates, training and integration services. Contract revenue is recorded based on the advancement of the
work using the percentage-of-completion method. Under this method, contract revenue and profits are recognized
proportionately based on the percentage of completion of the work under these contracts. The Company uses the efforts
expended method to calculate the percentage of completion of work based on direct labor cost incurred at the date of the
financial statements compared to estimated total direct labor costs to complete the contract. Contracts in progress are
valued considering labor, including estimated profits. Contracts in progress represent contracts for which services have
been rendered and which have not yet been invoiced. Losses are recorded when total cost estimates indicate that a loss
will be recorded on the contract.

Deferred revenue is comprised of cash received or receivable for services invoiced that have not met the recognition
criteria.

For contracts with multiple deliverables (e.g., licenses, maintenance and other services), the Company allocates revenue
to each element of the contract based on the relative fair value of each of the elements. The revenue related to each
element of the contract is then recognized as described above. The fair value of an element must be based on evidence
that is specific to the vendor. The Company limits its assessment of vendor-specific objective evidence (VSOE) of fair
value for each element to the price charged when the same element is sold separately. If VSOE of all undelivered
elements exists but evidence does not exist for one or more delivered elements, then revenue is recognized using the
residual method. Under the residual method, the fair value of the undelivered elements is deferred, and the remaining
portion of the agreement fee related to the delivered elements is recognized as revenue, provided that all other revenue
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20-20 Technologies Inc.
Notes to Consolidated Financial Statements
(Amounts in U.S. dollars, tabular amounts in thousands, except share and per-share data)

2- ACCOUNTING POLICIES (Continued)
Revenue recognition (Continued)

recognition criteria are met. If evidence of fair value of one or more undelivered elements cannot be established, revenue
is deferred and recognized ratably over the last undelivered element.

Research and development costs and related tax credits

Research and development costs, net of tax credits, are charged to the consolidated earnings in the period in which they
are incurred unless the criteria for capitalization for development costs under Canadian GAAP are met, in which case
they are deferred and amortized. At October 31, 2011 and 2010, no development costs were deferred.

The Company is entitled to scientific research and experimental development (“SRED”) tax credits granted by the
Canadian federal government (“Federal”) and the governments of the province of Quebec (“Provincial’). Federal SRED
tax credits, which are non-refundable, are earned on qualified Canadian SRED expenditures and can only be used to
offset Federal income taxes otherwise payable. Provincial SRED tax credits, which are refundable, are earned on
qualified SRED salaries in the province of Quebec.

A refundable tax credit for the development of e-business in information technologies was introduced in the Quebec
March 13, 2008 budget speech and subsequently adjusted as announced in the March 2009 budget. The Company
expects to maintain its eligibility for this tax credit in fiscal 2011, and also for fiscal 2010. This tax credit is granted to
eligible corporations regarding salaries paid to eligible employees for carrying out eligible activities. Such credits are
earned at an annual rate of 30% of salaries paid to eligible employees engaged in eligible activities, to a maximum
annual tax credit of $20,000 per eligible employee. The Company must obtain, each year, an eligibility certificate from
Investissement Québec confirming that it has satisfied the criterion relating to the proportion of the activities in the
information technology sector and in respect of the services supplied.

Tax credits are recognized once the Company has reasonable assurance that they will be realized. The tax credits
recorded by the Company are subject to review and approval by tax authorities and it is possible that these amounts will
be different from the amounts accounted for. Tax credits are accounted for as a reduction of the related expenditures for
items expensed in the consolidated earnings and a reduction of the related asset cost for items capitalized on the
consolidated balance sheet.

Income taxes

The Company uses the liability method of accounting for income taxes. Under this method, future income tax assets and
liabilities are determined according to differences between the carrying amounts and tax bases of assets and liabilities.
They are measured by applying enacted or substantively enacted tax rates and laws at the date of the financial
statements for the years in which the temporary differences are expected to reverse. The effect on future tax assets and
liabilities of a change in income tax rates is recognized in earnings in the period that includes the substantive enactment
date. The Company records a valuation allowance against any future income tax asset if, according to management, it is
more likely than not that the asset will not be realized.

Stock-based compensation and other stock-based payments

The Company has stock-based compensation plans as described in Note 17. The Company uses the fair value method
to account for stock options granted to employees, using the Black-Scholes option pricing model. Compensation
expense is recognized over the applicable vesting period with a corresponding increase in Shareholders’ Equity under
“Common stock options and warrants”. When stock options are exercised, the exercise price and the related portion
previously recorded in “Common stock options and warrants” are credited to “Common shares”.

The Company has a long-term incentive plan for executives as described in Note 17. When it is likely that the financial
metric performance conditions attached to the long-term incentive will be met, the share option portion is recognized as
described above and the cash portion is recognized in compensation expense and accrued liabilities. Compensation cost
for the cash portion is prorated based on the underlying service period.
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20-20 Technologies Inc.
Notes to Consolidated Financial Statements
(Amounts in U.S. dollars, tabular amounts in thousands, except share and per-share data)

2- ACCOUNTING POLICIES (Continued)
Deferred Share Units ("DSUs")

The Company granted deferred share units to directors as described in Note 17. The number of DSUs issued is
calculated by dividing the compensation by the fair market value of the Company’s shares on the date of grant. The
DSUs outstanding are liabilities classified and are reevaluated monthly until settlement occurs at the share market price.
All changes in measurement are recorded as stock-based compensation.

Employee Share Purchase Plan (ESPP)

The Company implemented a purchase plan of the Company’s shares available to employees as described in Note 17.
Compensation costs are included in the consolidated statement of earnings as stock-based compensation.

Earnings per share

Earnings per share is calculated by dividing net earnings by the weighted average number of common shares
outstanding during the year. Diluted earnings per share are calculated taking into account the dilution that would occur if
the securities or other agreement for the issuance of common shares were exercised or converted into common shares
at the later of the beginning of the period or the issuance date. The treasury stock method is used to determine the
dilutive effect of the stock options and warrants. This method assumes that proceeds of exercise of the stock options and
warrants during the year are used to redeem common shares at their average price during the period.

Cash and cash equivalents

Cash and cash equivalents which include cash and short-term investments with original maturities of three months or less
are presented at their fair value.

Depreciation and Amortization

Property and equipment and intangible assets are accounted for at cost. Assets under capital lease are carried at cost,
being the present value of the minimum lease payments after deduction of executory costs. Management has estimated
the useful life of its intangibles based upon rapidly changing industry trends and changes in its customers' businesses.
These assets are amortized over their estimated useful lives according to the straight-line method and the following
periods:

Property and equipment (Note 12)

Office furniture 5 years
Computer equipment (including capital leases) 3 years
Leasehold improvements Lease term equivalent to 10 years
Automotive equipment (including capital leases) 3 to 6 years

Intangible assets (Note 13)

Client lists 3or7years
Software 3 or4 years
Trade names 3or 5 years
Non-compete agreements 10 or 15 years
Distributor relationships 7 or 10 years

Property and equipment and intangible assets are not amortized until they are ready for their intended use.
Impairment of long-lived assets

The Company reviews the carrying values of its property and equipment and intangible assets for impairment whenever
events or circumstances indicate that the carrying amount may not be recoverable. If the carrying value exceeds the
amount recoverable, based on undiscounted estimated future cash flows, a write-down to their fair value is charged to the
consolidated statement of earnings. When quoted market values are unavailable, the fair value of the long-lived assets is
calculated based on estimates of discounted cash flows expected from their use and eventual disposition.
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20-20 Technologies Inc.
Notes to Consolidated Financial Statements
(Amounts in U.S. dollars, tabular amounts in thousands, except share and per-share data)

2- ACCOUNTING POLICIES (Continued)
Goodwill

Goodwill is assessed for impairment through an estimation of the fair value of the reporting unit, using the discounted
cash flow method, annually or more frequently when an event or circumstance occurs that more likely than not reduces
the fair value of a reporting unit below its carrying amounts. In the event that the carrying amount exceeds fair value, a
second step must be performed whereby the fair value of the reporting unit's goodwill must be estimated to determine if it
is less than its carrying amount. An impairment charge is recorded when the goodwill carrying amount of the reporting
unit exceeds its fair value.

Leasehold inducements

Leasehold inducements received in connection with the leasing of premises are amortized on a straight-line basis over
the lease term.

Financial instruments

All financial assets are classified as held for trading or loans and receivables categories. Also, all financial liabilities are
classified as other financial liabilities. On initial recognition, financial instruments are measured and recorded on the
consolidated balance sheet at fair value. After initial recognition, the financial instruments are measured at amortized
cost except for those in the held for trading category and derivatives which are measured at fair value. The effective
interest related to the financial liabilities and the gain or loss arising from a change in the fair value of a financial asset or
financial liability classified as held for trading are included in net earnings for the period in which it arises.

The Company has classified its cash and cash equivalents as held for trading. The trade accounts receivable, balance
receivable on asset disposal, loan receivable, sales tax receivable, other receivables, contracts in progress and other
assets were classified as loans and receivables, and the bank loan, the accounts payable and the long-term debt were
classified as other financial liabilities. Income and losses on cash and cash equivalents are presented in financial
expenses in the consolidated earnings.

Transaction costs

Transaction costs are capitalized to the cost of financial assets and liabilities when they are not classified as held for
trading or derivatives. Capitalized transaction costs are being amortized using the effective rate method over the life of
the related financial instrument.

Derivatives

The Company enters into forward exchange contracts to manage portions of its currency risk exposure. The Company
does not account for these derivatives using hedge accounting; therefore forward exchange contracts are recorded at fair
value. Gains or losses resulting from changes in fair values are included in financial expenses, in consolidated earnings.

Embedded derivatives are required to be separated from the host contract and accounted for as a derivative financial
instrument at fair value if the embedded derivative and host contract are not closely related, and the combined contract is
not held for trading or designated at fair value. Gain and losses resulting from changes in fair values are included in
financial expenses, in the consolidated earnings.

FUTURE ACCOUNTING CHANGES
International Financial Reporting Standards:

In February 2008, the Canadian Accounting Standards Board (AcSB) confirmed that GAAP, as used by publicly
accountable enterprises, will be fully converged into International Financial Reporting Standards (IFRS), as issued by the
International Accounting Standards Board (IASB). The changeover date is for interim and annual financial statements
relating to fiscal years beginning on or after January 1, 2011. Therefore, the Company will be required to report under
IFRS for its 2012 interim and annual consolidated financial statements, beginning with the interim period ended January
31, 2012.
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20-20 Technologies Inc.
Notes to Consolidated Financial Statements
(Amounts in U.S. dollars, tabular amounts in thousands, except share and per-share data)

3 - SUPPLEMENTAL INFORMATION RELATED TO THE CONSOLIDATED STATEMENT OF EARNINGS
Years ended

October 31

2011 2010

Amortization of property and equipment 1,246 1,268
Amortization of intangible assets 2,308 2,626
Total amortization expense @ 3,554 3,894
Interest on long-term debt 404 816
Other interest expense 256 370
Bank charges 340 299
Interest income on cash and cash equivalents and short-term investments (81) (242)
Total bank charges and interest expense 919 1,243
Research and development tax credits 1,213 1,336
Other tax credits 1,402 739
Total tax credits ©) 2,615 2,075

a) Amortization expense on property and equipment and on intangible assets is allocated between cost of revenues and
the operating expenses in the consolidated statement of earnings.

b) The total tax credits recovered are allocated between cost of revenues and research and development expenses.
During the year ended October 31, 2011, the Company filed for tax credits under the new Quebec government
program. Estimates of the tax credits for the prior year have been revised under this new program increasing the prior
year claim by $295,000.

c) During the year ended October 31, 2011, consulting fees were incurred with a related party of the Company for an
amount totaling $75,000. These transactions were made in the ordinary course of business at exchange amount
agreed between the related parties.

4 - RESEARCH AND DEVELOPMENT EXPENSES

Research and development expenses and related tax credits included in the consolidated statement of earnings are as
follows:
Years ended

October 31

2011 2010

Research and development expenses 12,833 13,028
Less:  Tax credits (2,043) (1,838)
Plus:  Amortization of software acquired 827 1,209
11,617 12,399

5-RESTRUCTURING EXPENSE
Operational Restructuring Plan

On October 18, 2011, the Company approved a restructuring plan following the reorganization of the worldwide sales
work force. The total estimated restructuring charge related to employee severance, associated to the Operational
Restructuring Plan is $393,000.

On October 19, 2010, the Company approved a restructuring plan in order to align its cost structure to its strategic plan
and to adjust for market conditions in Southern Europe through 2010. The total estimated restructuring charge related to
employee severance, associated to the Operational Restructuring Plan was $399,000. Due to manufacturing market
recovery in 2011, management canceled a part of the 2010 restructuring plan and adjusted the operational restructuring
provision.
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20-20 Technologies Inc.
Notes to Consolidated Financial Statements
(Amounts in U.S. dollars, tabular amounts in thousands, except share and per-share data)

5 - RESTRUCTURING EXPENSE (Continued)
Operational Restructuring Plan

The Company expects to complete all payments under these plans by October 2012. Any changes to the estimates of
executing the Operational Restructuring Plan will be reflected in the future results of operations. The following table
summarizes the amounts payable and the effect on consolidated earnings:

Total Accounts . Sulbsequent Foreign Accounts
October 31. 2011 estimated payable as at Restructuring adjustment  Cash exghange payable as at
! cost (a) October 31, expense to the payments adjustment October 31,
2010 expense 2011
Operational
Restructuring Plan
Severance 1,675 473 393 (200) (171) 4 499
Other 155 73 - - (73) - -
Total 1,830 546 393 (200) (244) 4 499
Total Accoglnts t N S(ijlbs?quertwt Cach Foriign Accoglnts t
) ructurin men xchange ayable as a
October 31, 2010 estimated pOac)tlfjbeer aB? ,a ef:e:sceu ? ?o Jtr]: ° p:ysments gdjusatmgent pOc)tlober 31,
cost(a) 99 expense 2010
Operational
Restructuring Plan
Severance 2,334 296 399 63 (286) 1 473
Outplacement
fees 47 - - - - - -
Other 235 111 - 53 (86) (5) 73
Total 2,616 407 399 116 (372) 4) 546

a) During the year ended October 31, 2011, prior year’s restructuring plans were completed representing $786,000 of
initial estimated costs.

6 - INCOME TAXES

Years ended October 31,

2011 2010

% %

Combined statutory income tax rate in Canada @ 28.7 30.1
Foreign income taxed at different rates (5.2) (7.3)
Non deductible items 7.3 6.6
Non taxable items (2.2) (10.1)
Change in valuation allowance 10.9 (4.2)
Impact of reduction in income tax rates on future income taxes (0.9) (1.3)
Expired losses - 48
Uncertainties allowance reversal - (11.4)
Other differences 25 (0.8)
Effective income tax rate 411 6.4

(a) The Company’s combined statutory income tax rate in Canada includes the applicable provincial income tax
rates.
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20-20 Technologies Inc.
Notes to Consolidated Financial Statements
(Amounts in U.S. dollars, tabular amounts in thousands, except share and per-share data)

6 - INCOME TAXES (Continued)

The income tax effects of temporary differences that give rise to significant future income tax assets and liabilities are
as follows:

October 31,
2011 2010
$ $
Future income tax assets
Property and equipment 47 81
Intangible assets and goodwill 2,013 1,916
Financing costs 9 11
Restructuring costs - 86
Leasehold inducements 94 75
Net operating loss carry-forwards 2,312 2,266
Capital losses 178 177
Other 310 420
Total future income tax assets 4,963 5,032
Less valuation allowance (917) (680)
Net future income tax assets 4,046 4,352
Future income tax liabilities
Tax credits (1,535) (1,330)
Intangible assets and goodwill (2,661) (3,390)
Other (427) (223)
Total future income tax liabilities (4,623) (4,943)
Net future income tax liabilities (577) (591)
Amounts recognized in the consolidated balance sheet consist of :
October 31,
2011 2010
$ $
Future income tax assets — current 179 263
Future income tax assets — non-current 2,468 2,745
Future income tax liabilities — current (252) (207)
Future income tax liabilities — non-current (2,972) (3,392
Net future income tax liabilities (577) (591)

As at October 31, 2011, the Company had operating losses carried forward for an unlimited period in certain
European subsidiaries of $2,786,000 for which a tax benefit was not recorded.

The Company has not recognized a future income tax liability for the undistributed earnings of its subsidiaries in the
current or prior years since the Company does not expect to sell or repatriate funds from those investments, in which
case the undistributed earnings may become taxable. Any such liability cannot reasonably be determined at the
present time.
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20-20 Technologies Inc.
Notes to Consolidated Financial Statements
(Amounts in U.S. dollars, tabular amounts in thousands, except share and per-share data)

7 - EARNINGS PER SHARE

The following table presents a reconciliation of earnings per share and diluted earnings per share:
Years ended

October 31
2011 2010
Basic
Net earnings 1,325 2,289
Weighted average number of
common shares outstanding 18,885,710 18,926,896
Basic earnings per share 0.07 0.12
Diluted
Net earnings 1,325 2,289
Weighted average number of
common shares outstanding 18,885,710 18,926,896
Effect of dilutive stock options 18,208 3,334
Effect of dilutive warrants 23,319 18,605
Weighted average number of
common shares outstanding - diluted 18,927,237 18,948,835
Diluted earnings per share 0.07 0.12

The options not included in the computation of the diluted earnings per share because their inclusion would be anti-
dilutive since their exercise prices were greater than the average market price of the common shares for the periods are
as follows:

Years ended

October 31
2011 2010
Options 745,134 785,134

These could have an effect on the calculation of the earnings per share in the future.
8 - SUPPLEMENTAL INFORMATION RELATED TO THE CONSOLIDATED STATEMENTS OF CASH FLOWS

The changes in non-cash working capital items are detailed as follows:
Years ended

October 31

2011 2010

Accounts receivable (862) 976
Income taxes receivable (11) (75)
Contracts in progress (174) 88
Prepaid expenses (377) 290
Income tax credits recoverable (920) (1,011)
Accounts payable (52) 88
Income taxes payable (239) (1,329)
Deferred revenue (64) (1,745)
(2,699) (2,718)
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8 - SUPPLEMENTAL INFORMATION RELATED TO THE CONSOLIDATED STATEMENTS OF CASH FLOWS
(Continued)

Cash flows relating to interest and income taxes on operating activities are detailed as follows:
Years ended

October 31

2011 2010

Interest paid 7 1,193
Income taxes paid 1,167 2,282

a) The amount recorded as a business acquisition in the investing activities of the statement of cash flows for the year
ended October 31, 2011 represents the payment on the remaining purchase price of 20-20 Icovia (Note 9 a), a
transaction that took place in the year ended October 31, 2010.

b) Non-cash acquisition of property and equipment and intangible are presented in Note 12 and Note 13 respectively.

9 - BUSINESS ACQUISITIONS

During the year ended October 31, 2011 there was no business combinations. In 2010, the Company finalized the
purchase price allocation for Planit*Fusion and acquired the remaining interest of 20-20 Icovia resulting in a net decrease
in goodwill of $34,000 recorded in 2010.

a) 20-20 Icovia Inc.

On September 1, 2010, the Company exercised its option to acquire the remaining 49% of the issued and outstanding
shares of 20-20 Icovia for total consideration of $137,000. The purchase price of $137,000 has been allocated to the non-
controlling interest liability for $73,000 and the residual was allocated to goodwill for $64,000.

b) Planit* Fusion

On February 9, 2010, the Company finalized the purchase price allocation following an out of court settlement in regard
to a litigation instituted against Planit Holdings Ltd. Under this agreement, the total settlement amounted to
$385,000 ($295,000 equivalent to £176,000 and $90,000) and has been applied against the costs incurred and the
cancellation of a debt to the seller for $287,000. The residual amount of $98,000 was accounted as a reduction of
goodwill in 2010.

* - Planit is a Trademark used under License from Planit Holdings Limited

10 - CASH AND CASH EQUIVALENTS

October 31
2011 2010
Cash 11,362 12,347
Cash equivalents
Interest bearing corporate bank accounts, with no maturity date and
interest rate of 0.65% to 0.95% - 2,334
11,362 14,681
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11 - ACCOUNTS RECEIVABLE

October 31,

2011 2010

Trade accounts 13,548 12,072
Balance receivable on asset disposal - 83
Loan receivable on demand without interest 100 226
Tax credits receivable 1,674 2,204
Sales tax receivable 331 -
Other 343 230
15,996 14,815

12 - PROPERTY AND EQUIPMENT
October 31, 2011

Accumulated
Cost amortization Net
Office furniture 1,813 1,666 147
Computer equipment (including capital leases) 5,929 4,795 1,134
Leasehold improvements 2,834 2,149 685
Automotive equipment (including capital leases) 525 234 291
11,101 8,844 2,257
October 31, 2010

Accumulated
Cost amortization Net
Office furniture 1,801 1,552 249
Computer equipment (including capital lease) 5,050 3,996 1,054
Leasehold improvements 2,793 1,942 851
Automotive equipment (including capital lease) 353 162 191
9,997 7,652 2,345

Capital leases included in property and equipment:

October 31, 2011

Accumulated
Cost amortization Net
Computer equipment 125 63 62
Automotive equipment 391 130 261
516 193 323
October 31, 2010

Accumulated
Cost amortization Net
Computer equipment 122 21 101
Automotive equipment 145 18 127
267 39 228

As of October 31, 2011, accounts payable included $5,000 ($24,000 in 2010) in relation to property and equipment
acquired but not yet paid. During the year, $244,000 property and equipment were acquired under capital lease.
Amortization expense of property and equipment acquired under capital leases was $152,000 ($39,000 in 2010).
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13- INTANGIBLE ASSETS

October 31, 2011

Accumulated

Cost amortization Net
Client lists 9,530 6,952 2,578
Software 7,855 6,596 1,259
Trade names 538 538 -
Non-compete agreements 552 210 342
Distributor relationships 2,951 1,107 1,844
21,426 15,403 6,023
October 31, 2010

Accumulated
Cost amortization Net
Client lists 9,293 5,684 3,609
Software 6,501 5,628 873
Trade names 524 500 24
Non-compete agreements 539 163 376
Distributor relationships 2,877 791 2,086
19,734 12,766 6,968

During the year ended October 31, 2011, $1,200,000 of intangible assets was acquired ($41,000 in 2010). From this
total, $212,000 in software represents internal cost capitalized by the Company and $125,000 of the consideration paid
for software acquisitions was through the settlement of an outstanding loan receivable. As of October 31, 2011, accounts

payable included $48,000 in relation to intangible acquired but not yet paid.

14 - GOODWILL
October 31,
2011 2010
Balance, beginning of year 61,472 58,161
Change in purchase price allocation (Note 9) - (34)
Effect of foreign currency exchange rate changes 1,565 3,345
Balance, end of year 63,037 61,472

15— BANK LOAN

A subsidiary of the Company obtained in June 2008 a demand credit facility of $300,000 (subsequently reduced to
$200,000) in the form of a secured revolving line of credit renewal with a United States bank. The facility renewable
annually, bears interest at 0.5% plus a premium based on the US Prime rate and is secured by the subsidiary’s assets
(4.75% as of October 31, 2011 and 2010). This loan contains a covenant that requires the subsidiary to maintain a
financial ratio. As of October 31, 2011, the credit facility is unused ($51,934 as of October 2010) and the subsidiary was in
compliance with the financial covenants and other obligations under this credit facility. On December 9, 2011, the credit

facility was terminated.
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16 - LONG-TERM DEBT

As at October 31,
Current
portion 2011 2010
Payable in Canadian dollars
Government loan (a) - - 3,082
Government loan (b) 1,036 3,416 4,330
Revolving credit line (c) 1,007 1,007 -
Payable in Pounds Sterling
Other loans 56 286 131
2,099 4,709 7,543
Current portion 2,099 2,833
2,610 4,710
a) The amount outstanding as of October 31, 2010 on this Government loan was repaid during 2011.

b)

Government loan, maximum authorized amount of C$5,000,000, payable commencing 12 months after initial
disbursement in eighty four monthly installments of C$59,523 plus an additional amount based on the Company’s
net income up to a maximum of C$350,000 per year, bearing interest at Investissement Québec’s preferred rate
plus 2% (5% as of October 31, 2011 and 2010), maturing on March 14, 2015. The loan is secured by a moveable
hypothec of C$6,000,000 on the Company’s assets. The hypothec is subordinated in favor of the lender of the credit
facility of the Company described in Note 16 c). This loan contains covenants that require the Company to maintain
certain financial ratios. At October 31, 2011, was in compliance with the financial covenants and other obligations
under this credit facility.

In addition, the lender was granted 102,459 warrants for no additional consideration. The fair value of the warrants
was determined upon issuance using the Black-Scholes option pricing model and amounted to an aggregate of
C$182,203 and was credited to Common stock options and warrants in the Consolidated Shareholders’ Equity. The
nominal value of the loan (C$5,000,000) was reduced by the fair value of the warrants for C$182,203. The interest
expense on the loan is determined by applying an effective interest rate of 5.33% to the outstanding liability
component. The difference between the actual interest payment and the interest expense is accreted to the loan up
to its face value.

The Company has a credit facility with the following terms and conditions: a credit facility of up to $15 million,
maturing in May 15, 2013 but payable at the discretion of the Company at any time and the option to draw loans
based on Cnd prime rate, U.S. base rate, Libor or banker's acceptances. The interest rate charged is the sum of
the base rate applicable according to the type of loan (Libor, US Prime, CND Prime) and a premium which is based
on certain financial test results achieved on a quarterly basis. The Company may request an extension of one year
before February 15 of each year, commencing February 15, 2011, subject to the consent of lenders. The maximum
premium on the interest rate is 2% on U.S. base rate and the Canadian prime rate, or 3.5% over LIBOR (2% as of
October 31, 2010, calculated on the U.S. base rate or 3.5% over LIBOR). As of October 31, 2011, the interest rate
applicable to this facility was 6.125%. The facility is secured by a moveable hypothec of C$37.5 million on the
Company’s and two of its subsidiaries’ assets. The amount that can be borrowed under this facility is subject to the
maintenance of certain financial covenants which include a leverage ratio and an interest and rent coverage ratio.
As of October 31, 2011, the unused portion of the facility available amounted to $12 million and the Company was
in compliance with the financial covenants and other obligations under this credit facility. The Company intends to
repay the outstanding amounts under the credit facility within the next 12 months and therefore presents the
balance outstanding within the current portion.

48



20-20 Technologies Inc.
Notes to Consolidated Financial Statements
(Amounts in U.S. dollars, tabular amounts in thousands, except share and per-share data)

16 - LONG-TERM DEBT (continued)

The installments on long-term debt for the next five years assume that the maximum payment is made yearly in relation

with Government loan b). The payments are as follows:

As at October 31,2011

$ $ $

Payment Interest accretion Total

2012 2,134 (35) 2,099
2013 1,214 (24) 1,190
2014 1,158 (11) 1,147
2015 276 (3) 273
Total 4,782 (73) 4,709

17- STOCK BASED-COMPENSATION

Stock option plans

Under a stock option plan adopted in 1999, the Company could grant a maximum of 720,000 options to its officers and
key employees, all of which have been granted. Since its inception, 214,360 shares have been issued following the
exercise of options. The options granted to officers could be exercised as of the grant date or on another basis as
determined by the Board. Unless determined otherwise by the Board, options granted to other employees could be
exercised at the rate of 20% per year beginning on the grant date anniversary. These options expire 6 to 12 years after
being granted. When an employee leaves the Company, options held must be exercised within 90 days.

On May 27, 2004, the Board of Directors approved the termination of the above plan, and such resolution was effective
following the completion of the initial public offering. Such terminations did not affect options previously granted under
these plans which were not exercised or expired.

In conjunction with its initial public offering, the Company established a new share option plan (the “Share Option Plan”).
Under the Share Option Plan, options to acquire Common Shares may be granted to officers, consultants and full-time
employees of the Company and its subsidiaries. The terms, exercise price and number of Common Shares covered by
each option as well as the vesting periods and conditions of such options is determined by the Board of Directors at the
time the options are granted but cannot be more favorable than those permitted under applicable securities legislation.
The total number of Common Shares that is reserved for issuance under the Share Option Plan and the previous stock
option plans cannot exceed, in the aggregate, 10% of the issued and outstanding Common Shares.

Since its inception, 540,134 options have been granted under the Share Option Plan. Options granted vest 33.3% per
year over 3 years and expire 10 years after being granted.

The Company established in 2009 a long-term incentive plan for executives including a cash portion and a share option
grant portion. Option grant levels are established based on performance conditions set in the long-term incentives plan
for each executive and are considered part of the Share Option Plan described above. The share option grant and cash
portions represent respectively 50% of reward on each performance condition achieved based on long-term incentive set
for each executive. The measurement of the achievement of the long term incentive plan conditions is calculated on a
multiyear basis over a three year period. In accordance with the incentive plan conditions, annual payments and the
option grant additional vesting period will only start in 2013, reflecting the first program cycle (2010 to 2012).

During the year ended October 31, 2011, the Company did not grant additional options in conjunction with the Share
Option Plan or under the long term incentive plan (7,857 options in 2010).
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17- STOCK BASED-COMPENSATION (Continued)

The following table presents the changes in the number of options outstanding for the previous stock option plan and the
Share Option Plan:

October 31, 2011 October 31, 2010

Weighted Weighted

Average Average

Number Exercise Price Number  Exercise Price

C$ C$

Balance, beginning of year 825,134 5.38 825,497 542
Options granted - - 7,857 3.24
Options cancelled - - (8,220) (7.38)
Balance, end of year 825,134 5.38 825,134 5.38
Options exercisable, end of year 626,666 6.11 563,333 6.48

The following table summarizes information about options outstanding and exercisable:
October 31, 2011

Weighted Average Remaining
Contractual Life in Years

Exercise Outstanding Exercisable Outstanding Exercisable

Price Expiration date Number Number

C$

244 September 2019 120,000 80,000 7.9 7.9
3.24 October 2019 197,277 46,666 8.0 8.0
3.24 March 2020 7,857 - 8.4 -
4.65 October 2013 120,000 120,000 20 2.0
6.01 November 2013 100,000 100,000 2.0 2.0
6.50 November 2014 15,000 15,000 3.1 3.1
8.03 November 2013 100,000 100,000 2.0 2.0
8.26 January 2016 115,000 115,000 4.2 4.2
9.41 April 2015 50,000 50,000 3.4 34
825,134 626,666 4.8 3.7

Deferred share unit plan

On November 29, 2004, the Board of Directors of the Company approved a deferred share unit ("DSU") plan for the
benefit of the directors under which they will receive 100% or less of their annual retainer or total compensation in the
form of DSUs. Under the terms of the DSU plan, at the end of each quarter, a number of DSUs equal to the number of
common shares that could be purchased on the open market for a dollar amount equal to the elected deferral amount is
credited to an account the Company will maintain for each director. At such time as any director leaves the Board of
Directors, such director will receive lump sum cash payment equal to his credit balance under the DSU plan.

During the year ended October 31, 2011, 41,341 DSUs (28,592 in 2010) were issued under the plan. As of October 31,
2011, the Company has recorded an amount payable of $441,000 ($574,000 as of October 31, 2010) related to the DSU
plan.

Warrants

On September 14, 2009, the Company under the term of a loan agreement with Investissement Québec (Note 16 b),
issued 102,459 warrants. Each warrant permits the acquisition of one common share at an exercise price of C$2.44 and
will expire at the earlier of 2 years after the full reimbursement of the loan or August 27, 2018. No warrants were
exercised during the years ended October 31, 2011 and 2010.
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17- STOCK BASED-COMPENSATION (Continued)
Employee Share Purchase Plan (ESPP)

The Company Employee Share Purchase Plan (ESPP) came into effect on May 23, 2007. The purpose of this plan is to
provide the participants with an incentive to become Shareholders of the Company. The ESPP allows employees to
contribute up to the lesser of 10% of their eligible compensation and C$10,000 annually. The Company contributes one-
third of each employee’s contribution. All contributions are then remitted to the Administrative Agent who purchases
monthly, on behalf of the employees, Common shares on the open market. The Company also assumes all transaction
fees related to the purchases of shares.

During the year ended October 31, 2011, an amount of $31,000 ($47,000 in 2010) related to the Company’s contribution,
was charged to stock-based compensation expense.
The impact of the stock based-compensation expense in the consolidated statement of earnings is as follows:

Years ended

October 31,

2011 2010

Stock options plans 200 319
Deferred share unit plan (DSU)

Expense of the period 125 92

Reevaluation of the liability (140) 107

(15) 199

Total non-cash stock based-compensation expense 185 518

Employee share purchase plan (ESPP) 31 47

Total stock based-compensation expense 216 565

18 - CAPITAL STOCK
Authorized:

*  Unlimited number of Common shares, voting and participating
+  Unlimited number of preferred shares whose privileges, terms and conditions are to be established when they are

issued.
2011 2010
Issued:
Common Shares 18,817,192 18,921,792

In October 2008, the Company made a loan to a director who is an officer, for an amount of $82,463 to permit him to
exercise outstanding stock options. The promissory note is payable upon demand, is recorded against Capital Stock and
bears interest at the rate published quarterly by Canada Revenue Agency (1% as at October 31, 2011 and 2010).
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18 - CAPITAL STOCK (continued)
Normal Course Issuer Bid

The Company announced its intention to purchase for cancellation purposes, by way of a normal course issuer bid (the
“Bid"), some of its common shares, beginning on April 1, 2011 and ending March 31, 2012. The Company may
repurchase for cancellation, up to 946,089 common shares over a maximum period of 12 months representing
approximately 5% of its 18,921,792 issued and outstanding as of March 29, 2011. The consideration to be paid by the
Company for any common shares it will repurchase under the Bid will be the market price of such common shares at the
time of acquisition.

During the year ended October 31, 2011, 133,900 shares (6,300 in 2010) were repurchased for a total cash consideration
of $407,000 ($23,000 in 2010). As of October 31, 2011, 29,300 out of 133,900 shares repurchased were not yet
cancelled. In addition, 25,100 shares repurchased since October 31, 2011 have not been canceled as of January 19,
2012.

Shareholder rights plan
The Company’s shareholder rights plan requires anyone who seeks to acquire 20% or more of the Company’s voting
shares to make a bid complying with specific provisions.

19 - FINANCIAL INSTRUMENTS

The Company is exposed to risks of varying degrees of significance which could affect its ability to achieve its strategic
objectives for growth and shareholder returns. The principal financial risks to which the Company is exposed are
described below:

Credit Risk

The Company’s maximum exposure to credit risk consists in the carrying value of its cash and cash equivalents and
accounts receivable (except tax credits recoverable) and other assets.

The Company’s exposure to credit risk associated with its accounts receivable is the risk that a client will be unable to
pay amounts due to the Company. In its determination of the valuation of accounts receivable, including the allowance for
doubtful accounts, management relies on current customer information and its planned course of action as well as
assumptions about business and economic conditions in the future period over which the receivables are collectible.
Allowances are provided for potential losses that have been incurred at the balance sheet date. The amounts disclosed in
the balance sheet are net of these allowances for bad debts. Accounts receivable are considered for impairment on a
case-by-case basis when they are past due or when objective evidence is received that a customer will default. The
Company takes into consideration the customer’s payment history, his credit worthiness and the then current economic
environment in which the customer operates to assess impairment. The Company accounts for a specific bad debt
provision when management considers that the expected recovery is less than the actual account receivable. All bad
debt write-offs are charged to sales and marketing expenses.

The Company believes that the credit risk of accounts receivable is mitigated by the following:

i. A broad client base dispersed across various geographic locations. However, the client base is somewhat
concentrated in the interior design and furniture manufacturing sectors and may be affected by any downturns due
to prevailing economic conditions in any given geography.

ii. Approximately 65.5% (87.3% in 2010) of trade receivables are past due for less than 90 days. The Company does
not require collateral or other security from clients for trade receivables; however credit is extended to clients
following an evaluation of creditworthiness. In addition, the Company performs periodic credit reviews of its clients.

i. The Company’s three largest customers do not account for 10% of total revenues.
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19 - FINANCIAL INSTRUMENTS (Continued)

All of the Company’s accounts receivable and other assets have been reviewed for indicators of impairment. Certain
accounts receivable were found to be impaired and a provision of $1.4 million ($2.3 million in 2010) has been recorded
accordingly. The impaired accounts receivable are mostly due from customers that are experiencing financial difficulties.

As at October 31, 2011, the aging of trade receivables is as follows:

October 31,
2011 2010
Current: 3,833 5433
Past due 1-30 days 2,411 2,273
Past due 31-90 days 2,624 2,831
Past due over 90 days 6,093 3,835
Trade accounts receivable 14,961 14,372
Less allowance for doubtful accounts (1,413) (2,300)
13,548 12,072

The following table provides the change in allowance for doubtful accounts for trade accounts receivable:
October 31,
2011 2010
Balance at beginning of the year 2,300 2,403
Accounts written off (1,254) (673)
Allowance for doubtful accounts 309 432
Effect of foreign currency exchange rate changes 58 138
Balance at the end of the year 1,413 2,300

The credit risk on cash and cash equivalents and forward exchange contracts is limited because the counterparties are
banks with high credit ratings assigned by international credit-rating agencies. This credit risk is generally diversified
since the Company deals with many different establishments.

Fair value of derivative financial instruments

The Company enters into forward exchange contracts to sell amounts of currency in the future at predetermined
exchange rates. These forward exchange contracts serve to protect against the risk exposure to future exchange rate
fluctuations. As at October 31, 2011, the fair value of such derivative financial instruments is determined based on prices
obtained from the Company's financial institution for identical or similar financial instruments. The following table
summarizes the amounts of committed currency sales, the average rate and the favorable (unfavorable) fair value at the
specified date of the forward contracts according to their remaining terms:

October 31, 2011

Remaining term Contract amount Average rate Fair value
C$ $

Less than three months
Forward contracts- Pound 1,800 1.58 (40)
Forward contracts- USD 4,000 0.9915 (29)
Forward contracts- Euro 4,000 1.406 100

The fair value of forward exchange contracts has been accounted for as an unrealized foreign exchange gain, presented
in financial expenses in the consolidated earnings, and in accounts receivable for $31,000 ($7,000 in 2010). The realized
loss on forward exchange contracts amounted to $85,000 ($24,000 of gain in 2010) for the year ended October 31, 2011
and is accounted for as a foreign exchange loss, presented in financial expenses in the consolidated earnings.
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19 - FINANCIAL INSTRUMENTS (Continued)
Foreign exchange risk

The Company operates internationally and is exposed to risk resulting from changes in foreign currency rates. The
functional currency used by the Company is the Canadian dollar; however, the Company’s financial statements are
presented in U.S. dollars. Therefore, only earnings resulting from transactions in currencies other than the Canadian
dollar expose the Company to fluctuations in currency rates. With respect to Canadian operations, the great majority of
revenues are billed and recognized in U.S. dollars while the majority of expenses are incurred in Canadian dollars. The
Company uses forward exchange contracts to sell U.S. dollars in order to meet future Canadian dollar expense
requirements thereby reducing, but not eliminating, the impact of changes in exchange rates.

The Company is exposed to financial risk arising from fluctuations in foreign exchange rates and their degree of volatility.
Of the total financial assets of $27,255,000 ($28,630,000 in 2010) and financial liabilities of $16,611,000 ($19,598,000 in
2010) as of October 31, 2011 and 2010, amounts expressed in foreign currencies and the equivalent total in U.S. dollars
are as follows:

As at October

31, 2011 Total $ CND $ $ € £ BDT RMB BRL

Financial assets

Cash and cash

equivalents 11,362 685 3,961 829 2,820 3,118 5,428 184

Accounts

receivable 14,322 1,038 3,006 5,668 955 14 3,615 430

Contracts in

progress 356 - 212 9 83 - - -

Other assets 1,215 1,000 25 122 - 974 4 -
27,255 2,723 7,204 6,628 3,858 4,106 9,047 614

Financial liabilities

Bank loan o - - - - - - -

Accounts payable 11,902 3,700 2,568 2,998 563 846 1,697 410

Long-term debt 4,709 4,394 - - 177 = = g
16,611 8,094 2,568 2,998 740 846 1,697 410

As at October

31,2010 Total $ CND $ $ € £ BDT RMB BRL

Financial assets

Cash and cash

equivalents 14,681 4,537 1,531 806 3,835 1,118 8,661 200

Accounts

receivable 12,611 450 3,908 4,330 1,213 - 929 275

Contracts in

progress 178 68 67 26 4 - - -

Other assets 1,160 975 25 124 - 405 - -
28,630 6,030 5,531 5,286 5,052 1,523 9,590 475

Financial liabilities

Bank loan 148 - 148 o - - - -

Accounts payable 11,907 4,281 2,847 2,560 589 199 1,311 269

Long-term debt 7,543 7,552 = - 82 - - -
19,598 11,833 2,995 2,560 671 199 1,311 269
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19 - FINANCIAL INSTRUMENTS (Continued)
Currencies Legend:

$ - U.S. Dollar RMB - Chinese Renminbi
€ - European Euro BRL - Brazilian Real

£ - UK. Pound Sterling BDT - Bangladesh taka
CND$ - Canadian Dollar

The Company is mainly exposed to fluctuations in the U.S. dollar, Euro and the U.K. Pound Sterling. The following table
details the Company’s sensitivity to a 10% variation of the U.S. dollar, the Euro and the U.K. Pound on net earnings and
comprehensive income against the Canadian dollar. The sensitivity analysis includes foreign currency denominated
monetary items and adjusts their translation at period end for a 10% change in foreign currency rates. A 10% variation in
the other currencies would not have a significant effect on the net earnings. A weaker U.S. dollar or a stronger Euro and
the U.K. Pound Sterling with respect to the Canadian dollar will result in a positive impact while the reverse would result
from a stronger U.S. dollar or a weaker Euro and the U.K. Pound.

U.S. dollar impact Euro impact UK Pound impact

Exchange rate as at October 31, 2011 0.9935 1.3856 1.6321
On net earnings C$461,000 C$503,000 C$500,000
$464,000 $506,000 $503,000

On comprehensive income - increase 6,9 million N/A N/A
- decrease (6,9 million) N/A N/A

Interest rate risk

The Company does not enter into derivative financial instruments for speculative purposes. It is exposed to interest rate
risk on its long-term debt and bank loan since the interest rates applicable are variable and is, therefore, exposed to the
cash flow risks resulting from interest rate fluctuations. A 1% variation in interest rates would have an impact of
approximately $47,000 ($75,000 in 2010) on the net earnings, on an annual basis.

Fair value of other than derivative financial instruments

The Company categorizes its financial assets and liabilities measured at fair value into one of three different levels
depending on the observability of the inputs used in the measurement.

Level 1: This level includes assets and liabilities measured at fair value based on unadjusted quoted prices for identical
assets and liabilities in active markets that are accessible at the measurement date.

Level 2: This level includes valuations determined using directly or indirectly observable inputs other than quoted prices
included within Level 1. Derivative instruments in this category are valued using models or other standard valuation
techniques derived from observable market inputs.

Level 3: This level includes valuations based on inputs which are less observable, unavailable or where the observable
data does not support a significant portion of the instruments’ fair value.

When the fair value of financial assets and financial liabilities recorded in the balance sheet cannot be derived from active
markets, they are determined using valuation techniques including discounted cash flow models. The inputs to these
models are taken from observable markets where possible, but where this is not feasible, a degree of judgment is
required in establishing fair values. The judgments include considerations of inputs such as liquidity risk, credit risk and
volatility. Changes in assumptions about these factors could affect the reported fair value of financial instruments.

The fair value of cash and cash equivalents was measured using Level 2 inputs in the fair value hierarchy. The fair value
of the foreign exchange contracts were measured using Level 2 inputs in the fair value hierarchy.
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19 - FINANCIAL INSTRUMENTS (Continued)

The fair value of foreign exchange contracts is measured using a generally accepted valuation technique which is the
discounted value of the difference between the contract’'s value at maturity based on the foreign exchange rate set out in
the contract and the contract’s value at maturity based on the foreign exchange rate that the counterparty would use if it
were to renegotiate the same contract at today’s date under the same conditions. The Company’s or the counterparty’s
credit risk is also taken into consideration in determining fair value.

Trade accounts receivable, balance receivable on asset disposal, loan receivable, sales tax receivable, other receivables,
contract in progress as well as the bank loan and accounts payable are short-term financial instruments whose fair value
is equivalent to their carrying value given that they will mature shortly.

The fair value of rental deposits included in the other assets approximates the carrying value of $525,000 (488,000 in
2010). For the rental deposits consisting in term deposits, the fair value was established using the market value with an
interest rate of 3.806% (4.347% in 2010). The fair value of the other asset excluding the rental deposits approximates the
carrying value at the balance sheet date because the amount is on demand.

The fair value of the government loan denominated in Canadian dollars is C$3,239,000 (C$4,450,000 in 2010) compared
to a carrying value of C$3,416,000 (C$4,330,000 in 2010). The fair value was established using the cost of borrowing that
the Company could have obtained as of October 31, 2011 (5.56% in 2011 and 5.71% in 2010) for a loan with similar
terms, conditions and maturity dates. The fair value of the revolving line of credit and other loans approximates the
carrying value at the balance sheet date because of their shorter term maturities and because they bear interest at a
variable rates.

Liquidity risk

Liquidity risk is the risk that the Company is not able to meet its financial obligations as they become due or can do so
only at excessive cost. The Company’s growth is financed through a combination of the cash flows from operations,
borrowing under the existing credit faciliies and the issuance of equity. One of management's primary goals is to
maintain an optimal level of liquidity through the active management of the assets and liabilities as well as the cash flows.
The credit facility covenants were respected during the year and as of October 31, 2011. Given the Company’s available
liquid resources as compared to the timing of the payments of liabilities, management assesses the Company’s liquidity
risk to be low.

The Company'’s liabilities have contractual maturities which are summarized below:

Current within Non-Current later than

12 months 1-5 years 5 years

$ $ $

Accounts payable 11,902 - -
Long-term debt- Principal 2,134 2,648 -
Long-term debt- Interest 234 190 -
14,270 2,838 -

20 - CAPITAL RISK MANAGEMENT

The Company’s objective when managing its capital is to safeguard the Company’s assets and its ability to continue as a
going concern while at the same time maximizing the growth of its business and the returns to its shareholders. The
Company’s capital consists of shareholders equity, excluding accumulated other comprehensive income. In its capital
structure, the Company considers its share repurchase program (Normal Course Issuer Bid) as a means to achieve its
objectives.

This objective is achieved by prudently managing the capital generated through internal growth, optimizing the use of
lower cost capital and raising share capital when required to fund growth initiatives as well as a conservative approach to
safeguarding its balance sheet.
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20 - CAPITAL RISK MANAGEMENT (Continued)

Consistent with others in the industry, the Company monitors capital on the basis of the ratio of return on capital (net
earnings, excluding non-recurring items divided by the average book value of shareholders’ equity, excluding
accumulated other comprehensive income). The Company also monitors capital on the basis of the ratio of interest
bearing debt to capital which the Company expects to maintain in the range of 0.1 to 0.4 to 1.0.

The Company monitors these ratios and reports them to its Board of directors on a quarterly basis. The Company’s
objectives for capital for the 2011 fiscal year include:

Objectives As of October 31

2011 2010

i- Long term debt to Capital ratio not tg_g)t(g?g 0.08 t0 1.0 01310 1.0
i - Current Assets to Current Liabilities a minimum of

not to exceed

2510 1.0 0.60t0 1.0 0.89t0 1.0

iii — Interest bearing debt to EBITDA(

) EBITDA is a non-Canadian GAAP measure that the Company defines as earnings from operations plus depreciation and amortization and specific
items not expected to occur frequently.

The Company intends to maintain a flexible capital structure consistent with the objectives stated above and to respond
to changes in economic conditions and the risk characteristics of underlying assets. In order to maintain or adjust its
capital structure, the Company may purchase shares for cancellation pursuant to normal course issuer bids, issue new
shares, raise debt (secured, unsecured, convertible and/or other types of available debt instruments) or refinance existing
debt with different characteristics. Also, due to imposed capital requirements related to its credit facility, the Company
monitors the long term debt to net worth ratio to ensure that it does not exceed 1.0. The Company was in compliance with
the above requirement during the year ended October 31, 2011.

21 - COMMITMENTS AND CONTINGENCIES

The Company has entered into various leases expiring on different dates until June 30, 2024, which call for lease
payments of $13,528,000 for the rental of buildings and other operating leases. The minimum lease payments for the
coming years are:

Years ending October 31,

$

2012 2,460
2013 2,271
2014 1,266
2015 1,017
2016 627
2017 and subsequent years 5,887

At trial earlier this year, a jury established that a competitor to the Company was liable for damages toward 20-20 for
illegally downloading its intellectual property. A trial is currently underway to establish the value of damages resulting
from the illegal download and Management believes that it is impossible to estimate the amount of such damages that
may be awarded by the Court at this time.

Through the course of operations, the Company may be exposed to a number of lawsuits, claims and contingencies.
Accruals are made in instances where it is probable that liabilities will be incurred and where such liabilities can be
reasonably estimated. Although it is possible that liabilities may be incurred in instances for which no accrual has been
made, the Company has no reason to believe that the ultimate resolution of such matters will have a material impact on
its financial position.
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22 - SEGMENTED INFORMATION

The Company operates in a single reportable operating segment. The single reportable operating segment derives its
revenue from the sale of software solutions and related services. The following information provides the required
enterprise-wide disclosures:

October 31,
2011 2010
$ $

Revenue by geographic location
Canada 18,284 19,571
United States 17,380 15,756
United Kingdom 10,755 10,786
Germany 9,643 8,338
France 8,120 7,068
Europe - others 1,212 1,527
Other countries 3,323 2,187
68,717 65,233

Revenue is attributed to geographic locations based on the selling point of origin. Most of the revenues originating from
Canada are destined to customers in the United States.

October 31,
2011 2010
$ $
Revenue by product type
Licenses 20,903 20,237
Recurring licenses 5,678 4,947
Maintenance and other recurring services 29,250 28,916
Professional services 12,886 11,133
68,717 65,233
October 31,
2011 2010
$ $
Revenue by sector
Home 36,195 36,354
Manufacturing 20,913 18,548
Office 11,609 10,331
68,717 65,233
October 31,
2011 2010
$ $
Property and equipment by geographic location
Canada 1,081 1,291
United States 139 141
United Kingdom 485 401
Germany 172 150
France 248 279
Europe - others 9 5
Other countries 123 78
2,257 2,345
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22 - SEGMENTED INFORMATION (Continued)

October 31,
2011 2010

Goodwill by geographic location
Canada 1,075 1,049
United States 21,032 20,510
United Kingdom 28,929 28,210
Germany 3,992 3,892
France 6,127 5,975
Europe-others 1,448 1,412
Other countries 434 424
63,037 61,472

23- COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform with the basis of presentation used in the current year.
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