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errer To THe Shareholders

Dear Shareholders,

We are pleased to report continued growth and steadily improving margins despite the continuing effects of the global economic downturn.
We are also pleased that our share price has recovered somewhat from its depressed levels and we are striving to increase the overall
value of the Company by operating a business that delivers high value and reliable service to a growing global customer base.

During Q1 2009, we accomplished a major milestone by entering into a licensing, manufacturing and military marketing agreement with a
highly reputable US based company that specializes in high performance airborne electronic systems and which has a significant military
customer base. This agreement not only provides immediate financial benefit, but helps position the Company as a credible supplier to
major fleet operators and eventually with original equipment manufacturers. The working relationship with this company is off to a great start
and we are jointly presenting to major military customers as well as making progress on a next generation product.

We also introduced our first fuel management information product, the Fuel Initiative Reporting System Tracker (FIRST™) in Q1 2009. Our
airline launch partner who conducted the in-service evaluation has reported fuel savings that are validating our projections that our total suite
of fuel management products, when fully implemented, can reduce fuel consumption and greenhouse gas emissions by 3-5%. We have our
first signed contract for our fuel management information tools and the recurring revenue increment that they bring, and expect numerous
additional customers—existing and future—to sign contracts for these high value services.

The current economic climate has caused a slowdown in some expected installations and some reduction in flight hours and many airlines
are deferring capital spending until an economic turnaround is clearly underway. The swine flu pandemic created further short term
challenges for our industry at the worst possible time. We expect some delays in contract signings that are very far advanced, but expect
that most of these opportunities will be realized in long term contracts. However, the Company continues to sign new contracts and is also
continuing its long term investment in a major program in the business aviation segment; this program accelerated in Q1 2009 and is
progressing toward in-service evaluations in Q2-Q4 2009 that, if successful, may lead to a major contract. The fuel program has reached
some key milestones with the first recurring revenue being billed and a signed contract that includes a full suite of products and services.
The China program is proceeding at a maddeningly slow pace, but a second afirs-equipped aircraft entered service in Q1 2009 and we
continue to do the work required to accelerate the total program.

Our operations focus continues to produce results with completed installations and contract requirements and a gratifying improvement in
customer satisfaction. As a result, our all important recurring revenue metric increasing by over 50% compared to Q4 08 and was roughly
double that of Q3 08.The recurring revenue growth month over month can be seen in the chart below. This source of revenue is the
foundation of the Company's business model and these results reflect the focus on this element as well as steady growth in the installed
base.
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We have also realigned some functions to achieve greater efficiency, and we have reduced costs. These efforts will continue.

Our loyal and dedicated staff are rededicating themselves to quality and innovation, and we are excited about the increased productivity and
product improvements that they have achieved and will continue to achieve. Our customer support reputation is high and growing steadily,
and we remain dedicated to our long term partnerships with our valued customers.

Finally, we thank all of you for your continued support and commitment. We value your interest and support and are dedicated to delivering
value to you and our customers.

Yours truly,

Richard Hayden
President
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Management DiSCUSSion and Ana|YSIS

This management discussion and analysis ("MD&A”") is as of May 21, 2009 and should be read in conjunction with the unaudited interim
consolidated financial statements of AeroMechanical Services Ltd. (“AMA or the Company”) for the three months ended March 31, 2009 and
the accompanying notes. Additional information with respect to AMA can be found on SEDAR at www.sedar.com which is supplemental to
the unaudited interim consolidated financial statements and notes for the three month period ended March 31, 2009.

Overview

AMA is a designer, developer and service provider of patented innovative solutions to the global aerospace business. The Company's
solutions are designed to improve the productivity and profitability of our customers’ assets.

The major products and services of the Company are Automated Flight Information Reporting System (afirs™), UpTime™, Fuel Initiative
Reporting System Tracker (FIRST™), Fuel Management Tracker (Fuel MI™), Underfloor Stowage Unit, and AeroQ™. These products and
services are marketed globally by a team of several employees and agents based in Canada (Calgary and Ottawa), United States (Boston
and Portland), United Kingdom, France, Switzerland, and Argentina. One of the Calgary staff is currently spending 95% of his time in China
working on opportunities there.

Non-GAAP Financial Measures

The Company reports its financial results in accordance with generally accepted accounting principles (GAAP). It also occasionally uses
certain non-GAAP financial measures, such as working capital and cash revenue. AMA defines working capital as current assets less
current liabilities. AMA defines cash revenue as financial statement revenue plus arrangement consideration received during the period that
has not yet been recognized as revenue in the period due to the required revenue recognition criteria not yet being satisfied. These non-
GAAP financial measures are always clearly indicated. The Company believes that these non-GAAP financial measures provide investors
and analysts with useful information so they can better understand the financial results and perform a better analysis of the Company's
growth and profitability potential. Since non-GAAP financial measures do not have a standardized definition, they may differ from the non-
GAAP financial measures used by other companies. The Company strongly encourages investors to review its financial statements and
other pubilicly filed reports in their entirety and not rely on a single non-GAAP measure.

Looking Forward

The Company continues to improve and expand its products and services, develop its sales network around the world, and improve its
delivery capacity and productivity.

The operations group continues the strides that have been made to accelerate the installations and deliverables, which will allow AMA to
maximize the revenue per installed afirs unit and shorten the time from initial installation of an afirs unit to maximum revenue generation.
During the first quarter, the Company has continued to build on initiatives to focus resources on customer installations and deliverables,
which resulted in 9 shipments during the quarter.

In addition, the Company is introducing value-added information products and specialty services that can build customer value and AMA
revenues from the existing installations as well as new ones. Two areas of concentration have been the addition of fee-for-service consulting
services and the fuel management program and related product enhancements. The Company views both of these initiatives as enhancing
the value added to the industry and the monthly recurring revenue base.

Various strategic relationships with leading organizations leverage our marketing capability world wide. These organizations have
completed their due diligence on AMA's product and service capabilities. The license and manufacturing agreement with Sierra Nevada
Corporation (“SNC") gives SNC the right to manufacture the Company's afirs product and market the afirs UpTime technology and products
to the global military market. This agreement, in addition to AMA’s continuing strategic relationship with Meggitt plc (MGGT:L), provides
AMA a higher standard of credibility with the global aviation community.

Results of Operations — Three Months Ended March 31, 2009

Revenue

As shown in the Summary of Quarterly Results Table, the afirs and UpTime revenue as well as other revenue which consists of consulting
services, license fees, and interest revenue are producing the results forecasted. The Company's long term investment in marketing and
relationship building has given the Company a strong pipeline of prospective clients around the world. The ongoing revenue streams from
our existing client base will continue to expand throughout this and future years.

The Company has two revenue recognition streams: (1) leases and (2) sales depending on the type of service agreements. In accordance
with the Company's revenue recognition policy for lease type agreements, the arrangement consideration is deferred as unearned revenue
and revenue is recognized over the initial term of the contracts. In the early stages of the Company's growth this will result in less
recognized revenue than cash received. For sales type agreements, afirs fees are deferred as unearned revenue and corresponding
expenses are recorded as work in progress. When the system is fully functional and the customer has accepted, the system, the deferred
amount is fully recognized in revenue along with the work in progress as cost of sales. For the SNC license fee, the amount received is
deferred as unearned revenue and revenue will be recognized over the initial 5 year term of the agreement.

AeroMechanical Services Ltd. = 2



Management DiSCUSSiOI’] and Ana|y5IS

The effect in the quarter is that AMA received $2,828,469 in cash revenues with $1,253,932 reported as revenue and $1,574,537 being
included in unearned revenue, which compares to $608,842 in cash revenue in the first quarter of 2008 with $398,067 reported as revenue
and $210,775 being included in unearned revenue.

Revenue increased $855,865 in the first quarter compared to the first quarter of last year. afirs Uptime revenues increased by $634,661 over
the first quarter of 2008 as the result of increased monthly recurring revenue and recognition of sales type agreements. Product sales
revenue increased by $91,513 as the result of increased sales of Under Floor Stowage Units when compared to the first three months of
2008. Services revenue and interest increased $129,691 over the first quarter of 2008 as the result of the recognition of unearned license
fee revenue of $64,380 and the broadening of consulting and engineering services provided to the aviation industry.

Revenue is expected to grow at a significantly higher rate than our costs because the Company now has the infrastructure, sales people,
and support organization in place to support revenue growth. The industry recognition of the afirs UpTime product innovation has allowed
AMA to continue to be active at several leading industry events. This shows that AMA’s products and services are being recognized as
leading edge in this industry. In addition, the Company continues to grow its service offerings such as fuel management which increase both
monthly recurring and one-time services revenue.

Cost of Sales and Gross Margins

AMA's cost of product sales includes the direct cost of the afirs kit, installation, and training support labour as well as associated travel and
shipping expenses. Installations on aircraft are performed by third parties at the customers’ expense. Fuel management consulting costs are
primarily labour and travel related. The percentage cost of sales in the first quarter of 2009 is 48.5% compared to 85.3% in 2008. This
decrease is due to the greater absorption of costs due to increased paid consulting and installation services revenue, increased product
sales and the recognition of a portion of the SNC license fee in the first quarter of 2009, versus the same quarter of 2008. Also impacting
this calculation is the revenue recognition policy, which has the effect of raising the cost of sales as installations increase. As part of our
standard service, we assist new clients with engineering support on their initial aircraft installations. This cost is covered in our access fees.
Additional services are paid for over and above the access fee. Non-routable parts are parts involved in the installation process that are
non-reusable (such as cables) and do not form part of the rental asset as they would remain on the aircraft if the afirs unit was extracted.
Travel and support costs form part of the non-routable parts and are expensed in the period. The effect is an increase in cost of sales. As we
move forward with more clients and the corresponding recurring revenue streams, we will see the cost of sales continue to decline and our
margins increase.

The gross margin comparison for the past four quarters is 51.5% for Q1 2009 compared to 14.7% for Q1 2008, negative gross margin of
19.5% for Q2 2008, gross margin of 67.0% for Q3 2008 and 38.1% for Q4 2008.

Net Loss, General Administrative and Marketing Expenses

The net loss in the quarter ending March 31, 2009 was $1,299,036 compared to a loss of $2,087,512 in the same quarter of 2008, which is a
decreased loss of $788,476. This decrease is primarily due to increased sales of $855,865 coupled with increased cost of sales of
$269,044, decreased salaries and benefits of $114,655, decreased marketing expenses of $166,424, increased research and development
of $122,866 and decreased stock based compensation of $28,700.

Marketing expenses decreased by $166,424 to $111,423 over the first quarter in 2008. These figures do not include salaries, and are
indicative of the focus of the sales and marketing team on the use of technology meet the needs of potential customers while minimizing the
costs associated with marketing to the global aviation industry. As well the addition of agents in key markets has reduced the need for North
American based sales personnel to travel as extensively. We expect that expenses in marketing will remain the same or increase into the
future as the Company's focus is on generating new customers. Our plans are to continue to attend trade shows globally that focus on
marketplaces that we want our products and services to penetrate. Because our products and services are a very specialized product
attendance at the shows is mandatory as traditional advertising by itself does not yield significant results. The costs of these shows are
relatively high because of the specific nature of these shows and are consistently held in distant locations that require long distance travel.
Salaries continue to be the main cost of doing business for AMA. We provide sophisticated technical products and services that our
customers rely on for timely support of their fleets. A highly-qualified and motivated staff, scaled to the size of the customer base, is
essential in meeting these expectations and achieving a reputation of dependability in the industry to facilitate our growth. The Company
maintains staffing levels to meet these objectives. As a result of consolidation of functions and operational efficiencies, salaries and benefits
decreased from $1,204,788 in the first quarter of 2008 to $1,090,133 in the first quarter of 2009.

Stock based compensation in the first quarter of 2009 was $nil versus $28,700 in the corresponding period of 2008 due to no stock options
being issued in the first quarter of 2009.

General and administrative expenses remained relatively unchanged at $498,589 in the first quarter of 2009 compared to $498,237 in the
first quarter of 2008, an increase of $352.

All other expenses are tracking to budget as planned.

Research and Development

Research and development costs are being expensed as incurred. The first quarter development costs for 2009 were $199,596 as
compared to $76,730 in 2008, an increase of $122,866, which is a result of increased direct research and development activities in the
quarter versus the previous year. The quarterly fluctuation is related to the Company’s ongoing design, testing, and certification of afirs, and
the design and testing of UpTime, FIRST and Fuel MI. There are also minor expenses being incurred in the preliminary phases of AeroQ™.
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Foreign Exchange

All international sales of the Company’s products and services are denominated in U.S. dollars. Accordingly, the Company is susceptible to
foreign exchange fluctuations. The strength of the Canadian dollar and the fact that a majority of the Company's accounts receivable are
denominated in United States dollars would have resulted in foreign exchange losses but purchases of U.S. dollar denominated services
and supplies offsets these losses creating a foreign exchange loss of $2,717 in the first quarter of 2009 as compared to foreign exchange
loss of $3,290 for the same period in 2008.

Summary of Quarterly Results

Q2-07 Q3-07 Q4-07 Q1-08 Q2-08 Q3-08 Q4-08 Q1-09
Revenue (cash) $ 591,534 $ 484,738 $ 640,941 $ 608,842 § 1,210,833 § 1,498,481 $ 1,934462 $ 2,828,469
Revenue (Gaar) 473,122 312,684 365,680 398,067 596,263 789,994 1,392,671 1,253,932
Loss 1,978,629 1,693,258 2,387,162 2,087,512 2,709,237 1,814,010 1,912,469 1,299,036
Loss/Share $ 0.03 $ 0.03 $ 0.04 $ 003 § 0.03 § 002 § 0.02 $ 0.02

Liquidity and Capital Resources

At March 31, 2009 the Company had working capital of $934,470 compared to a working capital of $1,335,314 at December 31, 2008 a
decrease of $400,844. The decrease in the working capital is attributed primarily to a decrease in cash of $235,448 decreased accounts
receivable of $52,660, increased inventory of $297,405, increased accounts payable of $78,076 and an increase in the current portion of
unearned revenue of $275,792. The remaining decrease in working capital of $55,909 is the result of changes in other working capital
components during the quarter.

The Company's ability to continue is dependent upon attaining and sustaining profitable operations and obtaining additional financing in
order to fund its working capital requirements and on-going operations. The Company's ability to attain profitable operations and positive
cash flow in the future is dependent upon various factors, including its ability to acquire new customer contracts, the success of
management’s continued cost controls and general economic conditions.

The Company currently has no bank debt and has an operating line of $250,000 which as at March 31, 2009 was at a nil balance. The
operating line bears an interest rate of Canadian chartered bank prime plus 1.0%, and is secured by assignment of cash collateral and a
general security agreement.

Contingencies

The Company is defending itself in two actions instigated by the same plaintiff and as the Company believes that the amount of liability is
undetermined at this time, no liability has been accrued for claims on these actions.

In September 2007, the Company among others were served with a counterclaim alleging that the Company induced a breach of contract
and interfered with economic relationships. The Company maintains that the claims are without merit and no liability has been included in
these consolidated interim statements, as management intends to vigorously defend the matter and believes the outcome will be in its
favour. On November 7, 2007 the Company filed a Statement of Defense and a counterclaim against three parties for their interference with
legally binding contracts, disrupted business, attacks on the Company's reputation, and costs. Any amounts awarded as a result of these
actions will be reflected in the year the amounts become reasonably estimable.

In September 2007, the Company was served with a claim of patent infringement seeking unspecified damages. On March 17, 2009 the
plaintiff filed a voluntary dismissal without prejudice. Therefore, no amount will be awarded. The Company filed a motion for sanctions
against the plaintiff and their attorney's. The motion requests that the court award sanctions commensurate with the Company's legal fees.
On May 12, 2009 the court denied the motion for sanctions and therefore, no amount will be awarded.

Commitments

The Company has entered into various leases for its operating premises and equipment. Future minimum annual payments under these
operating leases are as follows:

Premises Equipment Total
2009 $ 306,569 $§ 45410 §$§ 351,979
2010 419,619 50,139 469,758
2011 432,652 21,302 453,954
2012 445,685 445,685
2013 458,718 458,718
2014 76,815 76,815

$ 2,140,058 $§ 116851 $ 2,256,909
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In addition, the Company has repayment obligations related to two Government of Canada loan programs. Under the Industrial Research
Assistance Program (IRAP), the Company has received $291,642, which is to be repaid as a percentage of gross revenues over a five to
ten year period commencing in October 2005. Under the Technology Partnerships Canada (TPC) program, the Company has received
585,411 to be repaid over a ten year period commencing in April 2006.

Changes in Accounting Policies

Effective January 1, 2009, the Company adopted newly issued accounting standard issued by Canadian Institute of Chartered Accountants
(CICA) under CICA Handbook Section 3064, Goodwill and Intangible Assets, relating to the method of accounting for goodwill and intangible
assets and the related disclosures. The adoption of these standards had no effect on the Company's consolidated financial statements.

IFRS Changeover Plans

CSA Notice 52-320 requires that progress on IFRS changeover plans be disclosed. The Company has not yet developed a formal
changeover plan but is actively educating key personnel on IFRS and the differences with Canadian GAAP. The company has engaged
external advisors to assist in the initial scoping and identification of differences between IFRS and Canadian GAAP. Once this initial process
is completed, the Company will develop a formal plan for changeover.

Forward-Looking Statements

Information which is contained herein contains estimates and assumptions which the Company is required to make concerning future
events, and may constitute “forward-looking statements” under applicable securities laws. The forward-looking information and statements
include plans, expectations, estimates, forecasts and other comments that are not statements of fact. Although such expectations are
viewed as reasonable by the Company, no assurance can be given that such expectations will be realized. Such forward-looking statements
are subject to risks and uncertainties and may be based on assumption that may cause actual results to differ materially from those implied
herein, and therefore are expressly qualified in their entirety by this cautionary statement.

The forward-looking information and statements included in this MD&A are not guarantees of future performance and should not be unduly
relied upon. Such information and statements involve known and unknown risks, uncertainties and other factors that may cause actual
results to differ materially from those anticipated in such forward-looking information and statements including, without limitation: market
prices; foreign exchange rates; general economic, market or business conditions in the aviation industry or any effect those may have on our
customer base; changes in commodity prices; changes in the demand for or supply of the Company's products and services; unanticipated
operating resulis; changes in tax laws or other regulatory matters; limited, unfavorable or a lack of access to capital markets; increased
costs; and certain other risks detailed from time to time in the Company’s public disclosure documents. The forward-looking information and
statements contained in this MD&A speak only as of the date of this MD&A. The Company assumes no obligation to publicly update or
revise them to reflect new events or circumstances, except as may be required pursuant to applicable laws.
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rinancial Statements

AUDITORS’ INVOLVEMENT

National Instrument 51-102, Part 4, subsection 4.3 (3) (a), requires that if an auditor has not performed a review of the interim financial
statements there must be an accompanying notice to the interim statements indicating that the interim financial statements have not been

reviewed by an auditor.

The auditors of AeroMechanical Services Lid. have not performed a review of the unaudited interim financial statements for the three month
periods ended March 31, 2009 and March 31, 2008.
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Financial Statements

ASSETS

CURRENT

Cash and cash equivalents
Restricted cash

Accounts receivable
Prepaid expenses

Inventory

PROPERTY AND EQUIPMENT
RENTAL ASSETS
INTANGIBLE ASSETS

LIABILITIES
CURRENT

Accounts payable and accrued liabilities
Current portion unearned revenue - Note 3

Current portion of deferred lease inducement

Current portion of loans payable

CONSOLIDATED BALANCE SHEET
(UNAUDITED)

Current portion of obligation under capital lease — Note 4

UNEARNED REVENUE - Note 3
LOANS PAYABLE

OBLIGATION UNDER CAPITAL LEASE - Note 4

SHAREHOLDERS' EQUITY
SHARE CAPITAL - Note 5
WARRANTS - Note 5
CONTRIBUTED SURPLUS - Note 5

ACCUMULATED OTHER COMPREHENSIVE INCOME

DEFICIT

AeroMechanical Services Ltd.

March 31 December 31

2009 2008

$ 565,592 $ 801,404
250,000 250,000

1,110,760 1,163,420

288,325 312,379

2,085,216 1,787,811
4,299,893 4,315,014

397,617 262,331

1,290,668 1,347,508

34,992 34,992

$ 6,023,170 $ 5,959,845
$ 1,636,671 1,558,594
1,565,258 1,289,466

- 2,281

120,041 105,068

43,454 24,291

3,365,424 2,979,700
1,800,993 812,608

257,012 287,443

50,048 31,134

2,108,053 1,131,185
28,982,059 28,982,059
1,717,678 1,717,678
1,467,350 1,467,350

(231) -

(31,617,163) (30,318,127)
549,693 1,848,960

$ 6,023,170 $ 5,959,845




Financial State m entS

CONSOLIDATED STATEMENTS OF LOSS AND DEFICIT

REVENUE
Afirs UpTime revenue
Product sales revenue

Services revenue

COST OF SALES
GROSS MARGIN

EXPENSES

Salaries and benefits

General and administrative
Research and development
Marketing

Amortization

Stock based compensation
Interest and bank charges
Foreign exchange currency loss

Loss on asset disposal

NET LOSS FOR THE PERIOD BEFORE INCOME TAXES

Current income taxes

NET LOSS FOR THE PERIOD

DEFICIT - Beginning of the period
NET LOSS

DEFICIT- END OF THE PERIOD

NET LOSS PER SHARE - Basic and Diluted — Note 5

AeroMechanical Services Ltd.

(UNAUDITED)

For the three
months ended
March 31, 2009

For the three
months ended
March 31, 2008

$ 904,803 5 270,142
172,604 81,091
176,525 46,834

1,253,932 398,067
608,475 339,431
645,457 58,636

1,090,133 1,204,788
498,589 498,237
199,596 76,730
111,423 277,847

30,448 37,854

- 28,700

9,455 9,154

2,717 3,290

- 9,548

1,942,361 2,146,148
(1,296,904) (2,087,512)
2,132 =

$ (1,299,036) § (2,087,512)

$ (30,318,127)
(1,299,036)

$ (21,794,899)
(2,087,512)

$ (31,617,163)

$ (23,882,411)

$ (0.02)

$ (0.03)




rinancial Statements

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
AND ACCUMULATED OTHER COMPREHENSIVE INCOME

(UNAUDITED)
Net loss $ (1,299,036)
Unrealized loss on translation of US subsidiary (231)
Comprehensive loss $ (1,299,267)
Accumulated other comprehensive loss, December 31, 2008 $ -
Unrealized loss on translation of US subsidiary (231)
Accumulated other comprehensive loss, March 31, 2009 $ (231)

AeroMechanical Services Ltd.



Financial State me ntS

CONSOLIDATED STATEMENT OF CASH FLOWS

CASH PROVIDED BY (USED IN):

OPERATING ACTIVITIES

Net loss

Add items not affecting cash

Amortization

Amortization of rental assets

Loss on disposal of property and equipment
Write down of rental assets

Stock based compensation

Warranty expense

Unrealized foreign exchange loss

Net change in non-cash working capital balances — Note 6

FINANCING ACTIVITIES

Issuance of common shares and warrants
Repayment of capital leases

Share issue costs

Loan repayment

INVESTMENT ACTIVITIES

Purchase of property and equipment

Proceeds on disposal of property and equipment
Purchase of rental assets

Proceeds on sale of rental assets

Change in cash and cash equivalents
Cash and cash equivalents - beginning of period

Cash and cash equivalents - end of period
SUPPLEMENTAL INFORMATION

Taxes paid

Interest earned

Cash and Cash Equivalents

Cash in bank
Guaranteed investment certificates

AeroMechanical Services Ltd.

(UNAUDITED)

For the three
months ended
March 31, 2009

For the three
months ended
March 31, 2008

$ (1,299,036)

$  (2,087,512)

30,448 37,854

30,492 31,191

. 9,548

7,200 :

- 28,700

. 2,009

60,114 i
(1,170,782) (1,978,210)
1,058,935 (488,608)
(111,847) (2,466,818)

- 6,402,771

(8,559) (9,881)

. (489,509)

(15,458) (4,060)
(24,017) 5,899,321
(119,097) (66,919)

. 1,500

(27,360 (146,173
46,509 .
(99,948) (211,592)
(235,812) 3,220,911
801,404 1,945,687

$ 565592 S 5,166,598

$ 2132 §

72 23,627

$ 475,592 (48,902)
90,000 5,215,500

S 565592 § 5,166,598

= 10



Financial Statements

NOTE 1

NOTE 2

NOTE 3

NOTE 4

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE THREE MONTH PERIODS ENDED MARCH 31, 2009 AND 2008
(UNAUDITED)

SIGNIFICANT ACCOUNTING POLICIES

These unaudited interim Consolidated Financial Statements have been prepared in accordance with Canadian Generally
Accepted Accounting Principles (GAAP) on a basis consistent with those followed in the most recent audited annual financial
statements for the year ended December 31, 2008, except as noted below. These unaudited interim Consolidated Financial
Statements do not include all note disclosures required by GAAP for annual consolidated financial statements. Accordingly, these
statements should be read in conjunction with the Company’s annual audited financial statements for the year ended December
31, 2008.

Effective January 1, 2009, the Company adopted newly issued accounting standard issued by Canadian Institute of Chartered
Accountants (CICA) under CICA Handbook Section 3064, Goodwill and Intangible Assets, relating to the method of accounting for
goodwill and intangible assets and the related disclosures. The adoption of these standards had no effect on the Company's
consolidated financial statements.

GOING CONCERN

At March 31, 2009, the Company had working capital of $934,470 (2008 - $7,245,684) a deficit of $31,617,163 (2008 -
$23,882,411), a loss from operations of $1,299,036 (2008 - $2,087,512) and negative cash flow from operations of $ 111,847
(2008 - $2,466,818).

The Company's ability to continue as a going concern is dependent upon attaining and sustaining profitable operations and/or
obtaining additional financing in order to fund its ongoing operations. The Company's ability to attain profitable operations and
positive cash flow in the future is dependent upon various factors including its ability to acquire new customer contracts, the
success of management's continued cost containments and general economic conditions.

There is no assurance that the Company will be successful in attaining and sustaining profitable operations and cash flows or
raising additional capital to meets its working capital requirements. If the Company is unable to satisfy its working capital
requirements from these sources, the Company's ability to continue as a going concern and to achieve its intended business
objectives could be adversely affected. These interim financial statements do not reflect adjustments that would otherwise be
necessary if the going concern assumption was not valid such as revaluation to liquidation values and reclassification of balance
sheet items.

UNEARNED REVENUE

Balance December 31, 2008 $ 2,102,074
Installation access fees 353,007
License fees 1,287,600
Earned revenues (376,430)
Balance March 31, 2009 3,366,251
Less current portion (1,565,258)

$ 1,800,993

OBLIGATIONS UNDER CAPITAL LEASE

During the three month period the Company acquired property and equipment totaling $51,478 which was financed with a capital
lease in the amount of $46,636.
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