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3,015,000 Common Shares issuable upon the exercise of 3,015,000 Special Warrants

Price: $2.70 per Special Warrant

This prospectus (the “Prospectus”) qualifies the distribution of 3,015,000 common shares (“Common Shares”) of Triple
G Systems Group, Inc. (“Triple G” or the “Corporation”) issuable upon the exercise or deemed exercise of 3,015,000
special warrants (the “Special Warrants”) of the Corporation. The Special Warrants were issued (the “Offering”) on
May 22, 2002 at a price of $2.70 per Special Warrant on a private placement basis pursuant to exemptions from the
prospectus requirements of applicable securities laws and regulations to investors resident in the provinces of Ontario and
British Columbia. Yorkton Securities Inc. and Research Capital Corporation (collectively, the “Underwriters”) acted as
underwriters of the Offering pursuant to an underwriting agreement dated as of May 22, 2002 (the “Underwriting
Agreement”). The price of the Special Warrants was determined by negotiation between the Corporation and the
Underwriters.

Each Special Warrant entitles the holder thereof, upon due exercise, to acquire (without the payment of additional
consideration) one Common Share, subject to adjustment in accordance with the terms and conditions contained in the
Special Warrants, at any time on or before 5:00 p.m. (Toronto time) (the “Expiry Time”) on the date which is the earlier
of: (i) the fifth business day after the date that receipts are issued by the securities regulatory authorities (the
“Commissions™) in the provinces of Ontario and British Columbia for the (final) prospectus qualifying the Common
Shares to be issued upon exercise of the Special Warrants; and (ii) September 23, 2002. Any Special Warrants not
exercised prior to the Expiry Time shall be deemed to have been exercised by the holder immediately prior to such time,
without any further action being taken by the holder. See “Plan of Distribution”.



The Special Warrants were issued pursuant to and are governed by the terms of a special warrant indenture dated
May 22, 2002 (the “ Special Warrant Indenture”) between the Corporation and Computershare Trust Company of Canada.
Under the terms of the Special Warrant Indenture, in the event that receipts for the (final) prospectus are not issued by
the Commissions on or before 5:00 p.m. (Toronto time) on August 6, 2002, the holders of the Special Warrants will be
entitled (without the payment of additional consideration) to receive 1.1 Common Shares (in lieu of one Common Share)
upon the exercise of each Special Warrant. See “Plan of Distribution”.

Price Underwriters Net Proceedsto
tothe Public Commissions the Corporation @
Per Special Warrant $2.70 $0.189 $2511
Total $8,140,500 $569,835 $7,570,665

Notes:

(1) As additional consideration to the Underwriters in connection with the Offering, the Corporation issued to the Underwriters
compensation options exercisable, for no additional consideration, into broker warrants (the “Broker Warrants”) entitling the holders
to acquire 211,050 Common Shares at an exercise price of $2.70 per Common Share. This prospectus also qualifies the distribution of
the portion of the Broker Warrants (the “Qualified Broker Warrants”) entitling the holders thereof to acquire Common Sharesin an
amount equal to 5% of the aggregate number of Common Shares issuable from treasury upon the exercise or deemed exercise of the
Special Warrants sold pursuant to the Offering. The Broker Warrants are exercisable until 5:00 p.m. (Toronto time) on May 22,
2004. No additional fee has or will be paid to the Underwriters in connection with the issue of the Common Shares upon the exercise
or deemed exercise of the Special Warrants. See “Plan of Distribution”.

(2) Before deducting expenses of the issue estimated at $305,000, which were paid or are payable by the Corporation. The Corporation
will receive no additional consideration in connection with the issue of the Common Shares upon the exercise or deemed exercise of
the Special Warrants.

An investment in the securities issued on the exercise of the Special Warrants is speculative and subject to various
risks. In addition to the factors disclosed elsewhere in this prospectus, investors should consider therisk factorsand
other factorsdescribed under “Risk Factors’ in assessing the investment merit of such securities.

The outstanding Common Shares are listed on the TSX Venture Exchange (“TSXVE") and trade under the stock symbol
“TGG". The closing price of the Common Shares on TSXVE on May 2, 2002 (the trading day prior to the determination of
the price of the Special Warrants) was $3.00 and on June 11, 2002 (the last day that the Common Shares traded prior to the
date hereof) was $2.75. TSXVE has approved the listing of the Common Shares issuable upon the exercise of each of the
Special Warrants and Broker Warrants, subject to the Corporation fulfilling all of the listing requirements of TSXVE.

Certificates representing the Common Shares issuable upon exercise of the Special Warrants will be available for delivery
upon the exercise or deemed exercise of the Special Warrants. Certain legal matters in respect of this offering have been
passed upon for the Corporation by Gowling Lafleur Henderson LLP, Toronto, Ontario and for the Underwriters by
Wildeboer Rand Thomson Apps & Dellelce, LLP, Toronto, Ontario.
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SUMMARY

The following is a summary of the principal features of this distribution and should be read together with the more
detailed information and the financial data and statements contained el sewhere in this prospectus.

THE CORPORATION

Triple G Systems Group, Inc. (“Triple G” or the “Corporation”) designs, develops, markets, installs and supports
laboratory software solutions that enable hospitals, clinics and private reference laboratories to automate their complex
laboratory processes and manage their large volumes of clinical data. The Corporation’s software solutions are
designed to automate and streamline the operations of clinical |aboratories and provide real-time access to such datafor
users of laboratory information.

ULTRA?, the Corporation’s flagship laboratory solution, is designed to automate clinical and management information
applications for hospital, reference, esoteric and hybrid (combination of these models) laboratories. ULTRA has been
licensed to 44 licensees, representing approximately 300 laboratories located in several countries including the United
States, the United Kingdom, Australia and Canada.

TriWin, the Corporation’s NT-based solution, automates small- to mediumsized laboratories, and has been licensed to
75 licensees, representing 133 laboratories, primarily located in Canada.

Management believes that the ability of the Corporation’ s software to streamline the laboratory testing process within
an individual laboratory and across multiple facilities leads to an improvement in both efficiency and productivity of a
laboratory as well as an entire healthcare enterprise.

THE OFFERING

I ssuer: Triple G Systems Group, Inc.

Offering: This prospectus qualifies the distribution of 3,015,000 common shares (“ Common Shares’)
of the Corporation issuable upon the exercise or deemed eercise of 3,015,000 specia
warrants (the “ Special Warrants®) of the Corporation. The Special Warrants were issued by
the Corporation on May 22, 2002 on a private placement basis pursuant to exemptions from
the prospectus requirements of applicable securities laws and regulations in the provinces
of Ontario and British Columbia.

This prospectus also qualifies the distribution of the portion of Broker Warrants (the
“Qualified Broker Warrants”) entitling the holders thereof to acquire Common Shares in an
amount equal to 5% of the aggregate number of Common Shares issuable from treasury
upon the exercise or deemed exercise of the Special Warrants sold pursuant to the Offering.

Special Warrants: The Special Warrants were issued pursuant to and are governed by the terms of a special
warrant indenture dated May 22, 2002 (the “Special Warrant Indenture”) between the
Corporation and Computershare Trust Company of Canada. Each Special Warrant entitles
the holder thereof to acquire, without the payment of additional consideration, one Common
Share at any time on or before 5:00 p.m. (Toronto time) (the “Expiry Time”") on the date which
is the earlier of: (i) the fifth business day after the date that receipts are issued by the
securities regulatory authorities ¢he “Commissions’) in the provinces of Ontario and
British Columbia for a (final) prospectus qualifying the Common Shares to be issued upon
exercise of the Special Warrants; and (ii) September 23, 2002. Any Special Warrants not
exercised prior to the Expiry Time shall be deemed to have been exercised by the holder
immediately prior to such time, without any further action being taken by the holder.

Under the terms of the Special Warrant Indenture, in the event that receipts for the (final)
prospectus are not issued by the Commissions on or before 5:00 p.m. (Toronto time) on



Compensation Options
and Broker Warrants:

Use of Proceeds:

Risk Factors:

Dividend Policy:

August 6, 2002, the holders of the Special Warrants will be entitled (without the payment of
additional consideration) to receive 1.1 Common Shares (in lieu of one Common Share) upon
the exercise of each Special Warrant.

See“Plan of Distribution”.

In addition to the Underwriters cash commission, the Underwriters were issued
compensation options exercisable, for no additional consideration, into broker warrants (the
“Broker Warrants') at any time until, and will be deemed to have been exercised (without
any further action on the part of the holder) immediately prior to, the Expiry Time. The
Broker Warrants entitle the holders thereof to acquire 211,050 Common Shares at an exercise
price of $2.70 per Common Share, a any time up to 5:00 p.m. (Toronto Time) on May 22,
2004.

The net proceeds of the Offering, after deducting the Underwriters commissions and
expenses thereof in the aggregate amount of approximately $875,000, were approximately
$7,265,500. The Corporation has used or intends to use these proceeds to expand sales and
marketing capabilities, advance research and development initiatives and for working capital
and general corporate purposes as follows: (i) approximately $1,200,000 for sales and
marketing expansion; (ii) approximately $1,300,000 to advance research and development
initiatives, and (iii) approximately $4,765,500 for working capital and general corporate
purposes.

See “Business of the Corporation” and “Use of Proceeds’.

An investment in the Corporation’s securities is speculative due to the nature of the
Corporation’s business and its present stage of development. Prospective investors should
carefully consider certain risks involved in such an investment, including: competition;
dependence on a limited number of products and customers; dependence on market growth
for products; product development and technological change; risk of software defects;
lengthy sales and implementation cycle and increasing size of orders; product liability;
additional financing; reliance on third party licenses; international sales; industry growth;
no prior profitability; limited liquidity and dilution; cntrol of shares by management and
directors; regulation; dependence on key personnel; dependence on proprietary
technology; management of growth; risk of third party claims for infringement; currency
risk; risks related to acquisitions; potentia fluctuations in quarterly results; and need to
enhance management systems.

See“Risk Factors’.
The board of directors of the Corporation (the “Board of Directors’) intends to retain
earnings of the Corporation for reinvestment in its business and has no current intention to

pay cash dividends on Common Sharesin the foreseeable future.

See“Dividend Policy”.



SELECTED CONSOLIDATED FINANCIAL INFORMATION

The following selected consolidated financial information for the Corporation, for the periods indicated, have been
derived from, should be read in conjunction with, and is qualified in its entirety by reference to the consolidated

financial statements appearing elsewhere in this prospectus.

Operating Results and Financial Condition of the Corporation”.

See “Management’s Discussion and Analysis of

Statements of operations

Threemonths Threemonths
ended ended Year ended Year ended Year ended
March 31 March3l  December 31  December 31  December 31
2002 2001 2001 2000 1999
(unaudited) (unaudited)
Revenue $ 5,067,530 $ 4,927,132 $ 19,635,726 $ 13,458,499 $ 11,587,201
Cost of revenue 1,900,777 1,734,910 7,250,929 4,987,061 4,151,839
3,166,753 3,192,222 12,384,797 8,471,438 7,435,362
Expenses:

Sales and marketing 893,073 885,672 3,214,001 3,436,292 1,939,179
Research and development 1,254,976 1,119,177 4,469,373 5,733,319 4,540,302
General and administrative 1,199,618 1,012,028 4,659,790 4,439,422 3,375,277
3,347,667 3,016,877 12,343,164 13,609,033 9,854,758
Earnings (loss) before the following (180,914) 175,345 41,633 (5,137,595) (2,419,396)
Interest expense 22,812 139,786 329,139 433,408 148,052
Depreciation 69,890 75,840 406,366 330,261 346,315
Amortization - 274,631 958,450 1,099,895 687,161
Loss for the period (273,616) (314,912) (1,652,322) (7,001,159) (3,600,924)
Deficit, beginning of period (24,709,479) (23,057,157) (23,057,157) (16,055,998) (12,455,074)
Deficit, end of period $(24,983,095)  $(23,372,069)  $(24,709,479)  $(23,057,157)  $(16,055,998)

Loss per Common Share:
Basic and diluted $ (0.01) $ (0.03) $ (0.12) $ (0.60) $ (0.40)

Balance Sheets
March 31,
2002December 31, 2001 December 31, 2000December 31, 1999
(unaudited)
Working capital (deficiency) $ 3,186,729 $ 3,480,097 $  (1,172,142) $ 630,409
Total assets $ 12,008,687 $ 12,361,722 $ 10,015,833 $ 11,428,123
Total liabilities $ 8,254,944 $ 8,351,228 $ 10,942,571 $ 6,087,025
Shareholders’ equity (deficiency) $ 3,753,743 $ 4,010,494 $ (926,738) $ 5,341,098

The following chart sets forth, for each of the quarters ended on the date indicated, information relating to the
Corporation’s revenue, loss and loss per Common Share:

March 31 Dec.31 Sept.30 June30 March 31 Dec.31 Sept.30 June30 March 31
2002 2001 2001 2001 2001 2000 2000 2000 2000
(unaudited and stated in thousands of dollars, except per share data)
Revenue $ 5068 $ 4809 $ 4952 $ 4948 $ 4927 $ 3,702 $ 3533 $ 3,191 $ 3,032
Loss for the period (274) (302) (553) (482) (315) (2,108) (1,788) (1,700) (1,405)
Loss per Common Share
Basic and diluted $ (0.01) $ (0.01) $ (0.03) $ (0.04) (0.03) $ (018 $ (015 $ (0.15 $ (0.12)



TRADEMARKS

TRIPLE G is a registered trademark of Triple G Corporation in Canada and in the United States and ULTRA is a
registered trademark of Triple G Corporation in the United States. TRIPLE G and ULTRA are registered trademarks of
Triple G Asia Pacific Pty. Ltd. in Australia. There are also references in this prospectus to certain other registered and
unregistered trademarks and trade names which are the property of their respective owners.

See “Business of the Corporation— Intellectual Property and Other Proprietary Rights”.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Certain statements contained in this prospectus under the captions “Summary”, “Business of the Corporation”,

“Management’s Discussion and Analysis of Operating Results and Financial Condition of the Corporation”, “Use of
Proceeds’, “Risk Factors’ and elsewhere in this prospectus may constitute “forward-looking statements’. When used
in this prospectus, the words “may”, “would”, “could”, “will”, “intend”, “plan”, “anticipate”, “believe”, “estimate”,
“expect” and similar expressions, as they relate to the Corporation or its management, are intended to identify forward-
looking statements. Such statements reflect the Corporation’s current views with respect to future results, performance
or achievements that may be expressed or implied by such forward-looking statements, including, among others, those
which are discussed under the heading “Risk Factors’. Should one or more of these risks or uncertainties materialize,
or should assumptions underlying the forward-looking statements prove incorrect, actual results may vary materially
from those described herein as intended, planned, anticipated, believed, estimated or expected. The Corporation does
not intend, and does not assume any obligation, to update these forward-looking statements.



BUSINESSOF THE CORPORATION

The Corporation designs, develops, markets, installs and supports laboratory software solutions that enable hospitals,

clinics and private reference laboratories to automate their complex laboratory processes and manage their large

volumes of clinical data. The Corporation’s software solutions are designed to automate and streamline the operations
of clinical laboratories and provide real-time access to such datafor users of laboratory information.

The healthcare industry continues to undergo significant and rapid change in North America and worldwide.
Healthcare delivery costs have increased dramatically in recent years, while the growing influence of managed care has
resulted in increased pressure on healthcare providers to contain costs while improving the quality of care. To deliver
care in a more cost-effective manner, providers are consolidating vertically into multi-entity, multi-site, integrated
delivery networks. A cornerstone of success of these organizationsis alaboratory solution, such as those provided by
the Corporation, that provide effective management and delivery of information to caregivers and managers across
multiple points of care.

ULTRA, the Corporation’s flagship laboratory solution, is a laboratory software product designed for high volume,
multi-site hospital, reference, esoteric and hybrid laboratories. ULTRA manages the workflow and reporting
requirements of the laboratory. From test initiation and processing to management reporting and accounts receivable,
ULTRA facilitates specimen management and testing while providing for flexible reporting and billing. ULTRA has
been licensed to 44 licensees representing approximately 300 laboratories.

TriWin, the Corporation’s NT-based solution, automates small- to mediumsized laboratories, and has been licensed to
75 licensees, representing 133 laboratories, primarily in Canada.

The Corporation also provides professional services to support its products, such as consulting, training and support
related to the installation and ongoing maintenance of its systems.

The Corporation’s software is licensed to 119 licensees operating more than 430 laboratories in several countries
including the United States, the United Kingdom, Australia and Canada.

The Corporation’s objective is to become a leading worldwide provider of scaleable laboratory solutions for the
healthcare market to enable healthcare enterprises to reduce the cost of operating laboratories and improve the quality
of real-time information. The Corporation has developed a multi-faceted strategy for accelerating its growth, leveraging
its existing client base and expanding its operations. Key components of the Corporation’s strategy include:

provide superior, cost-effective laboratory solutions;

increase penetration in core markets and selectively pursue international expansion opportunities;

enhance value and revenue by providing related professional services and support;

identify complementary technologies and firms through strategic acquisitions that enhance the Corporation’s
growth strategy; and

continue to attract and retain leading professionals to execute the Corporation’s growth and financial plan.
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GLOSSARY

Automated Information Management in the Clinical Laboratory. An
annual American Symposium specializing in the computerization of the
laboratory.

Application Service Provider. A service firm that provides software
applications to end-users over the Internet or avirtual private network.
An ASP owns, hosts and manages these applications from a data centre
and rents access to the end users.

A network-based approach to designing computing and information
systems which requires one or more dedicated servers and has PC or
workstation clients relying on them for services. The approach is based
on the division and relegation of processing to the most appropriate
platform. For example, the user interface executes on the workstation.

Clinical Laboratory Management Association, an American association
of laboratory managers.

Healthcare Information and Management Systems Society, an American
association of healthcare informatics.

Integrated delivery networks.

A generic term for a loose confederation of networks around the world
connected through several backbone networks and specifically designed
to have no central governing authority.

Information Technology.

Laboratory Information System. A system comprised of test order
requisitioning/entry,  patient  demographics, instrument/analyser
interfacing and results reporting and viewing.

Microsoft Windows NT. A Client Server LAN operating system that is
becoming widely adopted. Microsoft NT is also available in a desktop
client version. Microsoft NT provides traditional LAN services such as
printing and directory services, but is also being used as both
application and RDBMS servers.

A Loca Area Network (“LAN") operating system providing primarily
directory, file sharing and printing services.

New Technology. Usually used in reference to the Microsoft NT
operating system.

A scaleable robust RDBMS that operates across a wide spectrum of
operating system platforms including most PC'’s.



PC

RDBMS

TCPIP

Triwin
ULTRA

Unify

UNIX

Virtual Private Network (VPN)

Windows

Personal Computer.

Relational Database Management System. A logical datastore and
support system for concurrent multiple user data access through a
structured query language such as Unify, Microsoft SQL Server, Sybase,
Oracle and Informix.

Transmission Control Protocol/Internet Protocol. TCP/IP formsthe basic
program that all computers require to be part of the Internet. While IP
handles who and where things are on the Internet, TCP monitors the
individual data that files are grouped into when routed through the
Internet.

The Corporation’s middle market network-based LIS.
The Corporation’s high end UNIX-based LIS.

A high performance, UNIX-based RDBMS used as the database engine
in ULTRA developed by Unify Corporation.

A scaleable multi-user computer operating system with the Internet
protocol (TCP/IP) incorporated. Commonly used by Internet servers,
UNIX is generally referred to as an “open system” because it runs on
hardware supplied by multiple vendors and on multiple hardware
architectures.

A set of nodes on a public network such as the Internet that
communicate among themselves using encryption technology so that
their messages are as safe from being received and understood by
unauthorized users as if the nodes were connected by private lines.

Microsoft Windows. The most widely used PC operating system.



THE CORPORATION

Triple G Systems Group, Inc. (“Triple G” or the “Corporation”) was formed pursuant to an amagamation
under the Business Corporations Act (Ontario) of Rose Systems Applications Ltd., Summit Solutions
Corporation and Techno-Labs Canada Inc. on January 1, 1998 to form the resulting corporation called
Techno-Labs Canada Inc. Pursuant to articles of amendment certified effective July 5, 1999, the
Corporation amended its articles to change the name of the Corporation to Triple G Systems Group, Inc.
Pursuant to articles of amendment certified effective June 13, 2001, the Corporation amended its articles
to consolidate dl of the issued and outstanding common shares (the “Common Shares’) of the
Corporation on the bass of one (1) post-consolidation Common Share for every five (5) pre-
consolidation Common Shares. The Corporation’s head and principal office is located at 3100 Stedles
Avenue Eadt, Suite 600, Markham, Ontario, Canada, L3R 8T3.

The Corporation wholly owns each of the following subsidiaries (collectively, the “ Subsdiaries’):

Jurisdiction of
Incor poration or
Subsidiaries Organization
Triple G Corporation Ontario
Triple G USA Corporation Delaware
Triple G AsaPacific Pty. Ltd. (“Triple G AsaPecific”) Victorig, Audrdia
Triple G Limited England and Wales
3G Corporation New Zedand
Systemes d' Information SI-4 Inc. Ontario

Unless otherwise indicated or unless the context otherwise requires, al references in this progpectus to the
Corporation include the Subsidiaries.

The following chart sets forth the corporate structure of the Corporation:

|Trip|e G Systems Group, Inc. |

|
Triple G Corporation | | Triple G USA Corporation | | Triple G Asia Pacifc Ply. Lid. | | Triple G Limited | | 3G Corporation | |Systemes d Information SI-4 Inc.

BUSINESS OF THE CORPORATION

The Corporation designs, develops, markets, ingalls and supports laboratory software solutions that
enable hospitals, clinics and private reference laboratories to automate their complex laboratory processes
and manage their large volumes of clinica data. The Corporation’s software solutions are desgned to
automate and streamline the operations of clinical laboratories and provide red-time access to such data
for users of laboratory information.



ULTRA, the Corporation’s flagship laboratory solution, is designed to automate clinica and management
information gpplications for hospitd, reference, esoteric and hybrid (combination of these models)
laboratories. ULTRA has been licensed to 44 licensees, representing approximeately 300 |aboratories.

TriWin, the Corporation’s NT-based solution, automates smdl- to medium-sized |aboratories, and has
been licensed to 75 licensees, representing 133 laboratories, primarily in Canada.

Management believes that the ability of the Corporation’s software to streamline the laboratory testing
process within the individua laboratory and across multiple facilities leads to an improvement in both
efficiency and productivity of the laboratory as well as the entire hedthcare enterprise.

The Corporation’ s software automates the following laboratory processes:

quaitative and quantitative andyss of a variety of body fluids, tissues and excretions in order to aid
physciansin the diagnogs, treetment and resolution of disease;

collection, dispatch, receipt and tracking of specimens for these analyses,

reporting of the results of quditative and quantitative anaysesto physicians,

long term storage of [aboratory results; and

billing, tracking of workload gatigtics, accounts receivable and management reporting functions of a
[aboratory.

The Corporation’'s software is licensed to 119 licensees operating more than 430 laboratories in severd
countriesincluding the United States, the United Kingdom, Austrdia and Caneda.

General Development of the Business
1999

On May 19, 1999, the Corporation acquired from Triple G Unit Trugt, an unrelated Audtrdian trust, the
ULTRA software and other rights for the other territories not previoudy owned by Triple G Corporation
and acquired certain assats and assumed certain liabilities that enabled the Corporation to have an
edtablished business in the Ada Pacific region. As a result of this acquisition, the Corporation gained
control over technica resources knowledgeable in ULTRA and enabled the Corporation to expand its
marketing efforts globdly. See“Acquistion - Triple G Unit Trug”.

2000

During 2000 the Corporation formed Triple G Limited and launched its marketing initiatives in Europe.
The Corporation adso started to implement an ASP drategy on a direct bass. During the latter part of the
year the Corporation concluded that such a strategy was unlikely to derive immediate benefits and took
geps to reduce the amount of funds being used in operating activities which included the terminetion of
personnd hired to implement this ASP Strategy.



2001

During 2001 the Corporation, through a series of financings, raised gross proceeds of gpproximately
$6,445,000 through the issuance of 4,832,533 Common Shares. The Corporation dso effected the
converson of previoudy issued convertible debentures, having an aggregated principd and accrued
interest balance of $3,246,245, into 2,596,996 Common Shares. On July 10, 2001 the Corporation
liged its Common Shares on The Canadian Venture Exchange, now known as the TSX Venture
Exchange, trading under the stock symboal “TGG”.

Industry Background
Healthcare Industry

The hedthcare industry continues to undergo sgnificant and rapid change in North America and
worldwide. Management has observed that hedlthcare delivery costs have increased dramatically in recent
years compared to the overdl rate of inflation that has resulted in increased pressure on hedthcare
providers to contain costs while improving the quality of care.

To ddiver care in a more cogt-effective manner, many providers have consolidated verticdly into multi-
entity, multi-site, integrated delivery networks (“IDNS’) that include acute-care hospitas, physicians
offices, outpatient clinics, homecare, long-term e facilities and payor entities, and horizontaly into
groups of physcians and of hospitds. These organizations require laboratory solutions that enable
providers to manage important processes, such as. (i) patient care processes across multiple delivery gtes,
(i) the determination of the gppropriateness of diagnoses, treatments and resource utilization; (iii)
laboratory performance; and (iv) laboratory processing and business practices. Management believes that
one of the cornerstones for success of these comprehensive ddivery networks is the effective management
and ddivery of information to caregivers and managers across multiple points of care and that market
opportunities exist for laboratory solution vendors offering open systems architecture that dlows
interoperability with existing legacy hedthcare applications and solutions.

Another mgor factor that management believes will drive change within the hedthcare industry is
legidation enacted by the United States Department of Hedlth and Human Services. The legidation,
pursuant to the Hedlth Insurance Portability and Accountability Act (“HIPAA™), requires software and
systems used in the hedlthcare industry to comply with certain standards relaing to patient confidentiaity
and privacy. Management believes that as a result of the enactment of this legidation, many hedthcare
providers will be required to replace their software and upgrade systems to meet the requirements of the
HIPAA legidation. Management believes that this represents an opportunity to attract new customers to
the Corporation’s offerings as they work to meet these potentid legidative requirements, resulting in
revenue growth in its busness

The Legpfrog Group is a growing consortium of more than 100 Fortune 500 companies and other large
private and public hedth care purchasers. Member companies of this group, representing 33 million
enrollees, use their consderable combined buying power to encourage medicd facilities to take measures
that will improve patient safety and reduce the risk of preventable medica errors. Management believes
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that the work of this group is having a Sgnificant effect on the entire hedthcare industry’ s conversion to
new technology such asthat provided by the Corporation.

Breskthroughs in genetic science have begun to have a profound effect on gene-based testing,
persondized medication and utilization of [aboratory technologies. In conjunction with the growth of this
industry, laboratories are undergoing expansion and evolution to accommodate the speciaized demands
of genomic sciences. Management believes that these laboratories will increasingly look to the
Corporation’s solutions to streamline and automate the processes of their sate-of-the-art facilities.

The Laboratory Solutions Market

The U.S Hedthcare IT Market is said to be growing from $37 billion in 1999 to $61 hillion in 2004
according to a Gartner Dataquest survey published in February 2001. It is estimated that the U.S.
represents gpproximately 50% of the worldwide spending. Of the $61 billion estimated to be spent in
2004 more than $6.3 hillion will be spent on software aone. Surveys of laboratory IT buyers have
supported these projections. In a study performed by PricewaterhouseCoopers, clinica information
sysems was given highest priority, with a 71% response ratio, among integrated ddivery networks.
According to respondents to a Laboratory Industry Report survey (November 2001), “Improve
efficiencies through better use of technology” is the trend expected to mogt affect their labsin the coming
year.

As published by Washington G-2 Reports (Lab Industry Strategic Outlook 2000 — “Market Trends and
Analyss’), there were over 165,000 certified laboratories in the United States in 1998 and the total value
of orders for |aboratory testing in 1999 was estimated to be $31.8 billion. Hospita |aboratories account
for 5% or gpproximately 9,000 of the number of facilities but account for 55% of the totd |ab test volume.

Independent |aboratories account for an additional 3% or gpproximately 4,900 of the number of facilities
but account for 26% of the tota Iab test volume. The mgority of the remaining laboratories are located a
physician offices of which there are over 115,000 labs processng 16% of the lab test volume.
Management estimates that the United States market currently represents approximately 50% of the
worldwide market.

A research report released in October 2000 by U.S. Bancorp Piper Jaffray Equity entitled “Diagnostic
Services Industry Outlook” stated that “clinica laboratories are an increasingly important component of
the hedthcare ddivery system. As the genetic roots of disease, disease progresson, and treatment
effectiveness are uncovered, the demand for sophisticated prognostic, diagnostic and monitoring testsis
increasing. Moreover, the role of the laboratory testing is expanding beyond diagnosis into virtualy every
facet of hedthcare ddivery, including detection of geneticdly based hedth risk factors, evduation of
treatment options and effectiveness, and monitoring of patient hedth status. We believe that industry
growth will accelerate over the next decade’. Management believes this anticipated growth will fue
demand for the Corporation’s proven software solutions to manage these processes and dinica
informetion.

Hospita |aboratories are generdly focused on providing laboratory servicesto inpatients and are typicaly

physicadly resdent in, as well as owned and operated by, a hospita. Reference or independent
laboratories are typically commercid, for profit enterprises that receive work referred to it by physicians,
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clinics, nurang homes and hospitds. Esoteric |aboratories are focused on providing complex procedures
such as DNA andyss, tumor markers and cancer profiles that require sophisticated equipment and
personnel to perform. Hybrid laboratories are combinations of hospital, reference and esoteric
laboratories that service inpatient and outpatient populations.

Market Position

Management believes that as a result of industry consolidation, hospita, multi-Site reference, esoteric and
hybrid laboratories will require software solutions which are fully integrated, resde on a Sngle database
and address the requirements of complex, multi-site facilities. Management believes the Corporation’s
ULTRA product is a proven solution that can satisfy the requirements of the North American hedthcare
market and around the world using modern laboratory technology. The Corporation’s target ULTRA
customers are hospitals, independent laboratories and large physician labs processing over 1,000 patient
requisitions per day, while its Triwin product focuses on customers that tend to be smaller labs processing
gmdler volumes

The Corporation has inddled its software solutions in various combinations of laboratory operating
models. As the laboratory industry market and technologies continue to evolve, management believes that
the Corporation’s deep vertica focus and domain expertise will alow it to rapidly respond to the changing
needs of its customers and the various models of laboratory service ddlivery.

Target Market

ULTRA is marketed to larger, typicdly multi-site laboratory operations. Of the more than 165,000
laboratories identified by Washington G-2 Reports (Lab Industry Strategic Outlook 2000 — “Market
Trends and Andysis’), management estimates that there are opportunities for ULTRA in goproximately
1,500 larger laboratory operations and 3,000 laboratories for Triwin in the U.S. Management estimates
that the United States currently represents approximately 50% of the worldwide market.

Management believes that it has been successful in attracting new customers as a result of the following
competitive advantages.

. Functiondity - ULTRA has been designed specificadly to address he requirements of
larger multi-Site laboratories to streamline laboratory operations across the enterprise and
within the specidized depatments. TriWin offers flexibility for smdler laboratory
operations and regions in a cost-effective manner.

. Technology and Scaeghility - Management is not aware of any competitor in its primary
market of the United States running larger operations on RDBM S technology.

. References — The Corporation enjoys strong support and references from its clients as a
reult of a customer service focus and direct senior management involvement in key
customer accounts and quality of the software.



Stated Business Objectives and Milestones

The Corporation’s business objective that it expects to accomplish using the net proceeds of the Offering,
is to strengthen the Corporation’s balance sheet for working capital and genera corporate purposes. In
addition, the Corporation plans to use $1,200,000 of the net proceeds of the Offering to further expand
sdes and marketing initiaives principdly in the United States and $1,300,000 to advance research and
development activities.

Corporation’s Business Strategy

The Corporation’s objective is to become a leading worldwide provider of scalegble |aboratory solutions
enabling hedlthcare enterprises to reduce the cost of operating laboratories while improving the qudity of
rea-time information and patient care.  The Corporation has developed a multi-faceted domestic and
international business growth drategy to build on the existing foundation, accelerate its growth, leverage its
exiging client base and expand its operations. The principa components of the Corporation’s growth
strategy are described below.

Provide superior, cost effective laboratory solutions

Hedthcare providers must continualy strive to improve the quaity of and decrease the cost of care for the
patient. Management believes that its ULTRA solution is a laboratory solution “engineg’ for the large
volume, multi-Site hospital, reference, esoteric and hybrid laboratories. Severa of the Corporation’s
implementations are currently processing in excess of 9,000 patient requisitions (more than 25,000 lab

tests) per day.

The Corporation has invested and plans to continue to invest exising human resources in ongoing
development of its core ULTRA system to ensure the design of new products, and ongoing enhancements
of exigting products for competitive advantage. As of December 31, 2001, 33 of the Corporation’s 129
full time saff were directly involved in product research and development. During the year ended
December 31, 2001, the Corporation invested approximately $4,469,000 or 23% of revenue in product
research and development.

Increase penetration in core markets and selectively pursue international expansion
opportunities

The Corporation has historicaly focused primarily on the strategic markets of the United States, Audrdia
and Canada. Management believes that given the changes occurring in the industry and the Corporation’s
position as a provider of laboratory solutions, it will experience accelerated growth in these core
geographic markets. The Corporation adso plans to leverage its position in these core markets to further
expand into additiona sdected internationa markets such as Europe.

Enhance value and revenue by providing related professional services and support

The Corporation maintains a saff of service and support personnel who have expertise in the hedlthcare
and information technology industry and have backgrounds ranging from operationd experience within
hospitals and laboratories to software gpplication implementation, training and development. Management
believes that the breadth and depth of the Corporation’s complementary expertise ensures resources are
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avallable to handle dl aspects of product development, deployment and ddlivery of its systems. Of the
Corporation’s 129 full time gtaff as of December 31, 2001, 79 are engaged in customer service, sales and

support.

| dentify complementary technologies and firms through strategic acquisitions that enhance the
Corporation’s growth strategy

To date, the Corporation has enhanced its product offering and broadened its customer base through
drategic acquistions. The Corporation is continuing to seek opportunities for growth through Strategic
acquigtion. In addition, the Corporation may partner with selected organizations to leverage specific
market and geographic opportunities. The Corporation currently has a distribution relationship with H.T.
Consulting Limited in Mdaysa and Artefact Informatique Inc. in Quebec, who locdly distribute ULTRA
and provide pre-sdes, implementation and support services to customers.

Continue to attract and retain leading professionals to execute the Corporation’s growth and
financial plan

Management bdlieves that a key to the Corporation’s success to date has been its ability to recruit and
retain industry leaders from competitors and the information technology industry. Management believes
that given the qudity of its product offering, the nature of its customer base and its growth prospects, it
will continue to attract industry leading professonasin the future.

Corporation’s Products

The ULTRA product is designed for distributed high volume, multi-site hospital, reference, esoteric and
hybrid laboratories. The Corporation’s product offering aso includes an NT-based laboratory software
product called TriWin that automates smal- to medium-sized laboratories. The Corporation aso provides
professona services to support its products, such as consulting, training and support related to the
ingallation and ongoing maintenance of its syssems. During the year ended December 31, 2001, ULTRA
product and service revenue accounted for 86% of consolidated revenue and TriWin accounted for the
resdud revenue.

ULTRA

The Corporation believes that the key components of ULTRA, its flagship laboratory solution software,
are its user-friendliness, rich functionality, scalegble architecture and strong support levels. It iscomprised
of modules for the generd laboratory, microbiology, anatomic pathology, cytology, transfuson medicine
and blood bank (offered outsde of the United States), hilling and accounts receivable departments of
hedlthcare enterprises.

ULTRA manages the workflow and reporting requirements of the laboratory. From test initiation and
processing to management reporting and accounts receivable, ULTRA facilitates specimen management
and tegting while providing for flexible reporting and billing. All sysem modules are fully integrated, which
provides for a central consolidated results database across al performing laboratories. ULTRA can be
reconfigured through its table driven architecture to a laboratory’s changing needs by multi-lab setup,
testing and hilling adgorithms and report layout across dl lab disciplines.
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Management bdieves that ULTRA is idedly suited for high volume and multi-Ste environments in a
traditiond licensang arrangement supporting combinations of central laboratories with satellite |aboratories,
clinics, patient wards and multiple collection centres.

The price for ULTRA varies depending on the scae of the inddlation. In generd, an initia license feg,
ranging from $130,000 to $1,600,000, is paid as software implementation milestones are reached. The
product also generates support fees, which are approximately 1.5% to 2% per month of the initia license
fee. Additionaly, the Corporation earns fees for professona services, either on a project or atime and
materids bass. Findly, the Corporation earns revenue on third party software, charging clients a license
fee on a per user basis and an annual support fee.

Resdler Arrangementswith Unify Corporation

The Corporation currently relies exclusvely on Unify Corporation (“Unify”) to supply the Corporation
with database products necessary to operate the Corporation’s ULTRA product. See “Risk Factors —
Rdiance on Third Paty Licenses” On January 18, 2002, the Corporation updated its continuing
relationship with Unify and entered into a new two year vaue-added resdler agreement with Unify.
Under the terms of the agreement, the Corporation has been granted a non-exclusive, non-transferable
license for the purposes of, among other things, sublicensing and digtributing Unify’ s database products to
the Corporation’s end users.

TriWwin

The TriWin product is an integrated network-based laboratory information solution focused on smdl-to
medium-sized laboratories. It is comprised of modules for the genera laboratory including: microbiology,
anatomic pathology, cytology, blood bank and hilling. Triwin manages the workflow and reporting
requirements of a smaller laboratory, typicaly processing 1,000 or less patient requigitions per day. The
Corporation’s TriWin product is supported on both Novell and Microsoft NT platforms. Hexibility within
the system dlows users to work in a multi-user, networked environment.

The price for TriWin varies depending on the scale of the inddlation. In generd, an initid license fee,
ranging from $20,000 to $400,000, is paid as software implementation milestones are reached. The
product also generates support fees, which are approximately 1.25% per month of the initid license fee,
Additiondly, the Corporation earns fees for professond services, either on a project or a time and
materids basis. Thetarget market for the TriWin product has historically been hospitals in Canada.
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Resear ch and Development

Management believes that the Corporation’s future success and growth will depend, in part, on its ability
to:

continue to offer new releases of ULTRA,;

extend functiondity of ULTRA through new product modules;

port ULTRA to other RDBMS such as OracleQ ; and

provide va ue- added enhancements and services to existing laboratory product lines.

Triple G Corporation Pty. Ltd., an unrelated company located in Bdlarat, Augtrdia (now Three Gorges
Pty. Ltd.) origindly developed ULTRA. Currently ateam of 14 employees of Triple G Asa Pecific work
on specific product enhancements in conjunction with the development team in North America. The
North American research and development team is located in the Corporaion’s headquarters in
Markham, Ontario and in Richmond, British Columbia, where collectively 19 employees are dedicated to
the ongoing research and development effort.

In 2001, the Corporation released verson 3.1 of ULTRA. The added functiondity included a new
Anaomic Pathology and Cytology module as well as a new Microbiology module. 1n 2002, Triple G will
continue to focus on the ongoing enhancement of the ULTRA and TriWin products. Within the ULTRA
family, Triple G expects to release verson 3.2 to beta in the second quarter of 2002 for wide distribution
and commence beta testing of ULTRA 3.3 in the third quarter of 2002. Further, the Corporation expects
to ddiver Triwin 7.3 release to beta in the third quarter of 2002. These 2002 releases will include new
features and functiondity including those required for ULTRA to support client implementation of HIPAA
regulations and the Oracle™ Relational Database Management System.

The Corporation continues to focus its research and development on enhancing its LIS solutions. Triple G
has had the opportunity to learn from some of what management believes to be the world's best hospitd,
reference, esoteric and hybrid #boratories. It is the Corporation’s commitment to engineering the
functiondly richest and most scalegble software applications available to labs that has positioned Triple G
to capitalize on expansion opportunitiesin its markets.

Salesand M arketing

As of December 31, 2001, the Corporation employed a totd of 13 individuds for its sales activities,
including 4 account executives for the ULTRA product line covering Canada and the United States, 2
ULTRA account executives covering Audtraia, Europe and the rest of the world, 3 account executives for
the TriwWin product line covering North America and 4 specidists supporting these account executives.
The Corporation plans to add other account executives in the United States focusing exclusvely on
ULTRA. Marketing the Corporation’s products requires a skill set that includes knowledge of the
hedlthcare industry, laboratory systems and consulting services.

The product is currently sold through the Corporation’s direct sdes force with the exception of a

digribution agreement in Madaysa and another for Quebec and certain European French spesking
countries. The sdes process typicaly takes six to eighteen months to complete and usudly requires the
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Corporation to submit a response to a request for proposa and a series of detailed presentations and
product demongtrations to a potentid client. Because of the replacement costs and substantid initia

capitd invetment, a large multi-Ste laboratory will usudly consider four to five different systems before
choosing its vendor.

The Corporation conducts marketing programs including direct mail, media rdations, partnership relations,
advertiang, trade shows such as HIMSS, AIMCL and CLMA, and ongoing customer communications
programs including annua user conferences. Customer needs are channeled to the Corporation’s new
product development team through pre-sales product specialigts, professona services representatives,
user group meetings and dia ogues with key customers, strategic partners and industry consultants.

The Corporation has established Strategic partnerships and has targeted other aliances to establish market
awareness. For example, the Corporation has built a partnership with the State University of New Y ork
at Stony Brook that has established a laboratory testing classroom that provides courses for |aboratory
professonas who wish to upgrade IT sKkills.

Cugtomers

The Corporation has licensed ULTRA to 44 licensees - 21 in each of North America and the Asa Pacific
regions and 2 in the United Kingdom - including reference laboratories, hospitals and hybrid facilities. In
addition, the Corporation has 75 TriWin licensees, comprised of smdl- to medium-sized laboratories.
Thefollowing isapartid list of some of the Corporation’s cusomers:

Customer Description Sites
Reference L abs
Specialty Labs Reference Lab 1
Santa Monica, CA
Queendand Medical Laboratories Reference Lab 27
Brisbane, Australia
BC Biomedical Laboratories Reference Lab 1
Vancouver, BC
Gribbles Pathology Reference Lab 28
Melbourne, Australia
Mayne Group (formerly known asMayne
Nickless Limited) Reference Lab 4
Sydney, Australia
Hogpitals
Oregon Health Sciences University Teaching Hospital 1
Portland, OR
Vanderbilt Medical Center Teaching Hospital 2
Nashville, TN
St Joseph’s Hospital of Atlanta Community Hospitdl 1
Atlanta, GA

) Primary and Tertiary Care 1
St. Luke' s Episcopal Health System Hospital
Houston, TX
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Customer Description Sites

Royal Perth Pathology Center (Queen Elizabeth ~ Teaching/ Acute Care 2
Il Medical Center), Women’s& Children’s Hospital
Hospital

Fremantle, Australia

Hybrid Facilities

AllinaHealth System LargeIDN 18 hospitals
Minneapolis, MN 60 clinics
Toronto Medical Laboratories Reference Lab/Teaching 5
Toronto, ON Fecility

Ingtitute of Medical and Veterinary Science Reference/ Veterinary Lab 16
Adelaide, Australia

Kaiser Permanente i

Portland, OR LargeHMO/ Clinics 17

Hospital

Intellectual Property and Other Proprietary Rights

The Corpordtion rdies primarily upon the combination of copyright, trade secret laws and license
agreements to establish and protect the proprietary rights of its products. The source code for the
Corporation’s products is protected as a trade secret and as unpublished copyrighted works. It is the
Corporation’s policy to require employees, consultants, clients and, in some circumstances, suppliers to
execute non-disclosure agreements upon commencement of a relationship with the Corporation. The
Corporation does not currently have any patents for its products. It may be possble for athird party to
copy or obtain the use of the Corporation’s products without authorization. It is also possble that third
parties may develop smilar products independently. 1n some cases, copyright and trade secret protection
may be limited or unavailable in certain foreign countries.

The Corporation acquired al the intellectud property rights to the ULTRA technology in North America
(including Hawaii, Alaska, Puerto Rico and Bermuda), South America, the Caribbean and Centrd
America, but excluding the possessons of the United States in the Pacific, other than Hawaii, pursuant to
a software purchase agreement dated October 17, 1997, from Triple G Corporation Pty. Ltd., an
unrelated Audtrdian corporation, through the acquisition of Triple G Corporation on October 17, 1997.
The Corporation acquired dl the intdlectud property rights to the ULTRA technology for the rest of the
world from Triple G Corporation Pty. Ltd., pursuant to a software purchase agreement dated May 19,
1999. Triple G Corporation Pty. Ltd. was the developer of the origind ULTRA technology and has since
been renamed Three Gorges Pty. Ltd.

TRIPLE G is a regigtered trademark of Triple G Corporation in Canada and in the United States and
ULTRA is aregistered trademark of Triple G Corporation in the United States. TRIPLE G and ULTRA
are registered trademarks of Triple G AdaPecificin Audrdia

The Corporation aso utilizes certain technologies that it licenses from third parties on a non-exclusve
bads, induding software that is integrated with interndly developed software. These third party product
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license agreements generdly require the payment of roydties based on salesin which the technologies are
used, and are of along-term nature with limited termination provisons.

Employees

As of December 31, 2001, the Corporation employed 129 staff, including 51 in professiona services and
customer support, 15 in technica services, 13 in sdes and marketing, 33 in research and development, 4
in IT operations and 13 in management and administration. 58 of these employees are located in Canada,
23 in the United States, 39 in Audtrdia, 8 in Europe and 1 in New Zedand.

No employee of the Corporation is a party to, or covered by, any collective bargaining agreement relating
to their employment with the Corporation. All employees, including executive officers of the Corporation,
are required to Sgn a standard form of non-disclosure and release of interest in intelectua property
agreement. As part of its strategy, management monitors its ongoing daffing requirements to ensure
maximum operating efficency.

Investor Relations Representative

In April, 2001, the Corporation retained Matthew Bogart to provide investor relations services to the
Corporation on a full-time employment bass. Specific services performed by Mr. Bogart on behdf of the
Corporation include establishing and implementing an investor relations plan which ensures that investors
understand the business of the Corporation, its markets and products, and developing relationships with
the investment community, analysts and shareholders of the Corporation. Mr. Bogart recelves an annua
sdary from the Corporation of $65,000 plus bonus and benefits, and is a participant in the Corporation's
stock option plan. As of the date hereof, the Corporation has granted to Mr. Bogart 12,000 and 5,000
options to purchase Common Shares at an exercise price of $3.00 and $1.25 per Common Share
respectively and Mr. Bogart persondly holds 3,000 Common Shares. Mr. Bogart was Investor Relations
Manager a Janna Systems Inc. for the period from May 1999 to April 2001. Prior to this Mr. Bogart
was Assistant Account Executive with Heishman-Hillard Inc. from January 1999 to April 1999, corporate
communications specidist with the Greater Toronto Airport Authority from May 1998 to September
1998 and Executive Assistant with Hedlth Care Products Incorporated from May 1997 to January 1998.
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COMPETITION

The primary competitive factors in the laboratory software market ae technology, scalability, festures,
reliability, functiondity, price, cusomer support, ease of use, credibility and brand awareness. The
Corporation faces two principd types of competitors. (i) multi-product organizations which offer an
integrated clinicd and/or hospita information system solution including laboratory software, consisting of
goproximately 8 larger competitors known to management in North America, the most successful of
which are US-based Cerner Corporation, McKesson HBOC, Misys Hedthcare Systems, Shared
Medicd Systems Corporation and Meditech Information Technology, Inc.; and (ii) specidized
organizations focusing on specific gpplications for departments such as the laboratory. This market
congsts of gpproximately 25 competitors known to the Corporation in North America primarily from the
United States and gpproximately 10 competitors in Europe and Asia Pacific. Management believes that
Cener Corporation, Misys Hedthcare Systems, and SCC Clinica Information Systems are the
Corporation’s most sgnificant competitors. The Corporation has successfully competed for new business
in the past with each of these competitors.

ACQUISITIONS

To enable the Corporation to establish a presence in the Asia Pecific region and to gain control over
technical resources knowledgeable in ULTRA, the Corporation acquired certain assets and assumed
certain ligbilities of Triple G Corporation Pty. Ltd. on May 19, 1999. See*“Triple G Unit Trust” below.

In order to enable the Corporation to offer a software solution to high volume, multi-Site laboratories
within hedthcare enterprises and establish a presence throughout North America, the Corporation
acquired al of the issued and outstanding shares of Triple G Corporation on October 17, 1997. This
acquigtion has dlowed the Corporation to provide laboratory software, which is scaegble from the smal
to the large-volume laboratory, and to expand its product line to include complementary products within
the hedlthcare enterprise. See “Triple G Corporation” below.

Triple G Unit Trust

On May 19, 1999, the Corporation entered into an option purchase agreement with United Hi-Tech Ltd.,
providing for the purchase from United Hi-Tech Ltd. of option rights under a cal option agreement
between United H-Tech Ltd. and Triple G Corporation Pty. Ltd., an unrelated Australian corporation
(now Three Gorges Pty. Ltd.), as trustee for the Triple G Unit Trust, an Audrdian trust (“Ausco”).
Pursuant to the exercise of the rights so acquired, the Corporation entered into a software purchase
agreement with Ausco dated May 19, 1999 providing for the purchase from Ausco of the rights to the
ULTRA software in the territories not owned by the Corporation. In connection with this transaction, the
Corporation formed Triple G Ada Pacific, which acquired certain assets and assumed certain ligbilities of
Ausco pursuant to an asset purchase agreement dated May 19, 1999. The aggregate purchase price for
the option rights, software and certain net assets of Ausco was $2,351,019 (A$2,403,659), which was
paid on clogng in cash.



In addition, Triple G Asa Pacific entered into a services agreement with Ausco dated May 19, 1999, as
amended on December 22, 2000, whereby the latter agreed to provide the services of three individuds
for a thirty-month period. In connection with this agreement, Triple G Aga Pacific and the Corporation
entered into an escrow agreement with Ausco which was amended on December 22, 2000, providing for
the deposit in escrow of $1,462,500 (A$1,500,000) (the “Trust Fund”) in respect of payments to be
made under the services agreement between Triple G Asa Pacific and Ausco, and granting to Ausco a
security interest in the Trust Fund. The Corporation has made the scheduled payments from escrow
totaling $388,680 (A$450,000) during 2000 and $141,450 (A$150,000) during 1999. On December
22, 2000, pursuant to an amendment to the escrow agreement, the residua Trust Fund was converted
into Augtralian dollars and $163,000, which is net of $18,230 in fees, was released to the Corporation.
The Corporation paid the residua amount of $751,140 (A$900,000) in May 2001. The Corporation
terminated the services agreement with Ausco in May 2001.

The rationale for the acquistion was to enable the Corporation to gain control over the technica
employees in Audradia who have sgnificant and vauable expertise in the ULTRA software. This control
would enable the Corporation to better direct product development efforts and to efficiently utilize
technicd gtaff in providing professond servicesto North American and Asa Pacific region customers. In
addition, the acquisition increased the Corporation’s ULTRA customer base at the time of the acquisition
from 13 to 38 worldwide. Moreover, the acquisition removed geographic restrictions on the Corporation,
thereby enabling it to market the ULTRA laboratory solution outside the North American market.

The integration of Ausco's assats and business with the Corporation is complete and management’s
intention is to continue to have Triple G Aga Pacific focus on the Asa Pacific market. An office has been
opened in Mebourne, Audrdia to augment the existing office in Bdlarat, Audrdia, to increase the
Corporation’s profile and better attract qualified personnel.

Triple G Corporation

On October 17, 1997, the Corporation acquired dl of the issued and outstanding shares of Triple G
Corporation, a corporation then carrying on the busness of developing and marketing laboratory
information software in the Provinces of British Columbia and Ontario and in the United States. The
aggregate purchase price for the shares was $11,356,174, which was satisfied on closing by the payment
of $1,500,000 and the issuance of 3,881,507 Common Shares. In addition, the Corporation subscribed
for shares in the capita of Triple G Corporation for an aggregate purchase price of $3,364,814, in order
to fund the acquistion of the ULTRA software and other rights from Ausco primarily for the North
American market in the amount of $2,749,795 and to reduce related liabilities in the amount of $615,019.
See“Intellectud Property and Other Rights’.

As areault of the transaction, F. Lee Green, the Presdent of Triple G Corporation became the largest
single shareholder of the Corporation and was appointed the Chief Executive Officer and the Chair of the
board of directors of the Corporation (the “Board of Directors’). The transaction was accounted for asa
reverse take-over of the Corporation by Triple G Corporation as a result of the President of Triple G
Corporation being identified as the dominant shareholder of the resulting entity.
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DESCRIPTION OF PROPERTY

The Corporation's head office is a leased facility of approximately 10,500 sq. ft., comprisng
approximately 7% of a 149,000 sg. ft building located at 3100 Steeles Avenue East, Markham, Ontario.
The monthly base rentd, including taxes, common expenses and maintenance is approximately $25,100.
The lease term expires on October 31, 2006.

Triple G Corporation’s western development office s a leased facility of approximately 2,535 . ft.
comprising 2.5% of a 100,000 9. ft. building located at 4611 Viking Way, Richmond, British Columbia
The monthly rentd, including taxes, common expenses and maintenance, is gpproximatey $3,350. The
lease term expires on January 31, 2003.

Triple G AsaPacific's Bdlarat office is aleased facility of gpproximately 2,370 square meters comprising
the entire building located at 302 Sebastopol Street, Bdlarat, Victoria, Augtrdia. The monthly base rentd,
including taxes, common expenses and maintenance, is A$3,650 (C$2,975). The lease term expires on
May 14, 2004.

Triple G Ada Pacific’s Mebourne office is a leased facility of approximately 237 square meters
comprising 1.1% of a 22,008 square meter building located & Level 3 — Suite 6, 499 St. Kilda Road,
Mebourne, Victoria, Audradia. The monthly base renta, including taxes, common expenses and
maintenance, is approximately A$4,900 (C$3,995). The Corporation currently leases the office on a
month to month basis.

3G Corporation’s New Zedland office is a leased facility of approximately 49 square meters comprising
1.0% of a 4,764 square meter building located at Level 2, Tower Building, Christchurch, New Zedand.
The monthly base rentd, including taxes, common expenses and maintenance, is approximately NZ$800
(C$530). The Corporation currently leases the office on a month to month basis.

Triple G Limited's office in England is a leased facility of gpproximatedy 1,745 square feet comprising
24% of a 7,317 square foot building located at Second Floor, Cambridge House, 26 Tombland,
Norwich, Norfolk, United Kingdom. The monthly base renta, including taxes, common expenses and
maintenance, is approximately £1,500 (C$3,475). The lease term expires on June 21, 2012.

SELECTED CONSOLIDATED FINANCIAL INFORMATION

The following selected consolidated financid information for the Corporation, for the periods indicated,
have been derived from, should be read in conjunction with, and is qudified in its entirety by reference to
the consolidated financia Statements appearing esewhere in this prospectus.  See “Management’s
Discusson and Andysis of Operating Results and Financid Condition of the Corporation”.



Statements of operations

Threemonths Threemonths
ended ended Year ended Year ended Year ended
March 31 March31l  pecember 31 December 31  December 31
2002 2001 2001 2000 1999
(unaudited) (unaudited)
Revenue $ 5067530 $ 4,927,132 $ 19,635726 $ 13,458,499 $ 11,587,201
Cost of revenue 1,900,777 1,734,910 7,250,929 4,987,061 4,151,839
3,166,753 3,192,222 12,384,797 8,471,438 7,435,362
Expenses:
Sales and marketing 893,073 885,672 3,214,001 3,436,292 1,939,179
Research and devel opment 1,254,976 1,119,177 4,469,373 5,733,319 4,540,302
General and administrative 1,199,618 1,012,028 4,659,790 4,439,422 3,375,277
3,347,667 3,016,877 12,343,164 13,609,033 9,854,758
Earnings (loss) before the following (180,914) 175,345 41,633 (5,137,595) (2,419,396)
Interest expense 22,812 139,786 329,139 433,408 148,052
Depreciation 69,890 75,840 406,366 330,261 346,315
Amortization - 274,631 958,450 1,099,895 687,161
Loss for the period (273,616) (314,912) (1,652,322) (7,001,159) (3,600,924)
Deficit, beginning of period (24,709,479) (23,057,157) (23,057,157) (16,055,998) (12,455,074)
Deficit, end of period $(24,983,005)  $(23,372,069)  $(24,709,479)  $(23,057,157)  $(16,055,998)
Loss per Common Share:
Basic and diluted $ (0.01) $ (0.03) $ (0.11) $ (0.60) $ (0.40)
Balance Sheets
March 31,
2002 December 31, 2001 December 31, 2000December 31, 1999
(unaudited)
Working capital (deficiency) $ 3,186,729 $ 3,480,097 $  (1,172,142) $ 630,409
Total assets $ 12,008,687 $ 12,361,722 $ 10,015,833 $ 11,428,123
Total liabilities $ 8,254,944 $ 8,351,228 $ 10,942,571 $ 6,087,025
Shareholders’ equity (deficiency) $ 3,753,743 $ 4,010,494 $  (926,738) $ 5,341,098

The following chart sets forth, for each of the quarters ended on the dete indicated, information relating to
the Corporation’s revenue, loss and loss per Common Share:

March 31 Dec. 31 Sept.30 June30 March 31 Dec.31 Sept.30 June30 March31
2002 2001 2001 2001 2001 2000 2000 2000 2000
(unaudited and stated in thousands of dollars, except per share data)
Revenue $ 5068 $ 4809 $ 4952 $ 4948 $ 4927 $ 3702 $ 3533 $ 3,191 $ 3,032
Loss for the period (274) (302) (553) (482) (315) (2,108) (1,788) (1,700) (1,405)
Loss per Common Share
Basic and diluted $ (0.01) $ (001) $ (003) $ (004 $ (0.03) $ (018 $ (0.15) $ (0.15 $ (0.12)




MANAGEMENT’SDISCUSSION AND ANALYSISOF OPERATING RESULTSAND
FINANCIAL CONDITION OF THE CORPORATION

The following discusson and andysis compares the Corporation’s financid results for the three months
ended March 31, 2002 to the three months ended March 31, 2001, the year ended December 31, 2001
to the year ended December 31, 2000, and the year ended December 31, 2000 to the year ended
December 31, 1999. The following discusson and andyss should be read in conjunction with the
consolidated financid statements of Triple G Systems Group, Inc., the notes thereto and the financid
information appearing dsawhere in this prospectus. See “Consolidated Financid Statements’. Historica
results of operations, percentage relaionships and any trends that may be inferred from the following
discusson and andlysis are not necessarily indicative of the operating results for any future period.

The following discusson and andys's and comments e sawhere in this progpectus may contain statements
of the Corporation’s or management’ s intentions, hopes, beliefs, expectations or predictions of the future,
which may condtitute forward-looking statements and involve risks and uncertainties. It is important to
note that any actua performance, financid results, financid condition or business could differ materidly
from those expressed in such forward-looking statements. Factors that could cause or contribute to such
difficulties include but are not limited to those discussed in this prospectus. See “Risk Factors’. The
Corporation undertakes no obligation to update or revise forward-looking statements to reflect changed
assumptions, the occurrence of unanticipated events or changes in future operating results, financia
condition or business over time.

Results of Operations

The Corporation designs, develops, markets, inddls and supports laboratory solutions that enable
hospitas, clinics and private reference laboratories to automate their complex laboratory processes and
manage ther large volumes of clinicd data. The Corporation derives revenue primarily from license fees
for computer-based information systems, third party software, and associated professona services.
Professond services consst of a variety of services related to the Corporation’s information processing
systems such as system inddlation and support, information systems planning and integration, project
management and training.

The market for gpplication software in the laboratory and hospitd information systems software industry is
highly competitive. The Corporation has successfully competed in many cases againgt organizations with
more established and larger sdles and marketing Structures, larger technica staff, and sgnificantly greater
financid resources and market capitaization.

Subgtantialy al of the Corporation’s revenue is currently derived from a limited number of austomers,
products and services dl related to laboratory software products. Accordingly, the Corporation’s future
results of operations will depend, in part, on maintaining and increasing market acceptance of these
products and services, as well as on the Corporation’s ability to continue to enhance performance and
functiondity of these products and servicesin light of rapid technologica change.

The overal market for gpplication software in laboratory and hospita information systems software
indudiries has experienced sgnificant growth in recent years. During this period the Corporation has
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spent, and intends to continue to spend, considerable resources educating potentia customers generdly
about |aboratory software solutions and specifically about the Corporation’s products, in order to achieve
an additiona degree of market acceptance. If the market for |aboratory software fails to grow or grows
more dowly than the Corporation currently anticipates, the Corporation’s business, results of operations
and financia condition could be adversely affected.

The Corporation has two business segments, ULTRA and TriWin, both involved in the development,
marketing, licensng and support of laboratory information systems. ULTRA operates under the Open
Sysems Architecture of UNIX and is idedly suited for large high volume, multi-facility laboratory
environments. The sales cycle for the ULTRA software solution is typicaly sx to eighteen months from
initial contact to contract execution, and depending yoon the customer’s indtdlaion schedule, ingdlation
typicaly takes from nine to eighteen months.  TriWin is the Corporation’s NT-based laboratory solution
that automates smdl- to medium-sized laboratories primarily in Canada. The sdes cycle for the Triwin
product is typicaly three to nine months, and ingtdlation generally takes from three to Sx months.

The sde and implementation of the Corporation’s products generdly involves a sgnificant commitment of
resources by prospective cussomers. The Corporation expects that license fees will continue to increase
in sze and the implementation of the Corporation’s products will become more complex as its laboratory
solution is used to manage larger and more geographicaly dispersed inddlations. As aresult, the
Corporation’s sdes process is often subject to delays associated with lengthy approval processes
attendant to sgnificant capital expenditures. For these and other reasons, the saes cycle associated with
the license of the Corporation’s products varies subgtantialy from customer to customer during which time
the Corporation may devote significant time and resources to a prospective customer, including costs
associated with multiple dte vidts, product demondrations and feasibility studies, and experience a
number of ggnificant delays over which the Corporation has no control. In addition, following license
sdes, the implementation period involves customer training and integration with the customer’s other
exiding sysdems. A successful implementation program requires a close working relationship between the
Corporation, the customer and, generdly, third party consultants and system integrators who assigt in the
process.

The Corporation recognizes revenue from software license fees and sale of product and services using the
percentage-of-completion method of contract accounting based on the ratio of tota labour hours incurred
to date to estimated labour hours. Delays or difficulties in the implementation process for any given
customer will have a direct impact on revenue recognition, results of operations and financia condition.
Support revenue is recognized ratably over the life of the maintenance agreements.

Three Months Ended March 31, 2002 and Mar ch 31, 2001 (unaudited)

Revenue During the first quarter of 2002, revenue increased by $141,000, or 3%, to $5,068,000 from
$4,927,000 for the same period of 2001. The increase in revenue can be attributed to a 17% increase in
professona services revenue and a 12% increase in support Bes, offset by a reduction of 15% in
software license fees. In the fird quarter of 2001, an Audtradian-based customer was aggressively
growing its business and required an expansion of ther license to use ULTRA. Such asde did not recur
in 2002 resulting in a reduction in license fees during the first quarter of 2002, as compared to the same
period ayear ago. A breakdown of revenue by revenue type is presented below:
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2002 2001 $Change % Change % of total
(stated in $ thousands) 2002 2001
Software license fees 1,870 2,210 (340) (15) 37 45
Professional services 1522 1,300 222 17 30 26
Support 1,536 1,376 160 12 30 28
Other 140 1 99 241 3 1
5,068 4,927 141 3

On a business segment kesis, 83% of revenue, or $4,199,000 was recorded by the ULTRA segment,
which represents a 3% decline from the $4,333,000 recorded during the prior period. During the first
quarter of 2002, the TriWin business segment recorded a 46% increase in revenue to $869,000 from
$594,000 reflecting an increase in the number of concurrent TriWin implementations in progress during
the period. A breakdown of revenue by business segment is presented below:

(stated in $ thousands)  Quarter ended March 31, 2002 Quarter ended March 31, 2001 ULTRA
ULTRA Triwin Total ULTRA Triwin Total $ Change % Change

Software license fees 1,518 352 1,870 2,016 194 2,210 (498) (25)
Professional services 1,385 137 1,522 1,190 110 1,300 195 16}
Support 1,259 277 1,536 1,118 258 1,376 141 13
Other 37 103 140 9 32 41 28 311

4,199 869 5,068 4,333 594 4,927 (134) 3)
Percentage of total 83 17 88 12

On a geographic bads, during the three-month period ended March 31, 2002, 54% of revenue was
derived from customers in the United States, which represents an increase from the 39% of tota revenue
during the first quarter of 2001. Asia Peacific’s contribution during the first quarter of 2002 decreased to
23% from 40% during the same period in 2001 due to the license expanson sde recorded in March
2001 referred to above. The Canadian and European markets accounted for the residua revenue.

Cost of revenue Totd cost of revenue as a percentage of revenue during the first quarter of 2002 was
38%, which is dightly higher than 2001 leves of 35%. The increase is due to lower software license fees
recorded in 2002, which generaly has lower costs of revenue.

Sales and marketing expenses Sdes and marketing expenses remained consstent during the first
quarter of 2002 as compared to 2001 a approximatey $890,000, which represents 18% of total
revenue.

Research and development expenses Research and development expenses increased by 12% to
$1,255,000 during the first quarter of 2002 from $1,119,000 during 2001. The Corporation is
committed to dedicating a sSgnificant portion of its revenue to research and development, as management
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believes that product innovation and enhancement are essentia to long-term growth. The increase in
expenditures during 2002 was due to higher compensation costs over the first quarter of 2001 levels, but
remained congstent to expense leves incurred during the fourth quarter of 2001. During the first quarter
of 2002, research and development expenses represented 25% of revenue, which is dightly higher than
the 23% of revenue recorded in 2001.

General and _administrative_expenses Generd and adminigtrative expenses increased 19% to
$1,200,000 during the first quarter of 2002 from $1,012,000 during 2001. Theincrease is due primarily
to higher compensation and communication costs, and increased management travel.

Interest expense During the firg quarter of 2002, interest expense declined from $140,000 to
$23,000. This decline is mostly due to an increase in cash available for investment, albeit at lower interest
rates. Pursuant to a monthly repayment schedule, long-term debt principa has steadily declined, resulting
in alower interest expense. On June 30, 2000, the Corporation obtained $3,000,000 in bridge financing
comprised of convertible debentures. On July 10, 2001 these debentures, including accrued interest,
were converted into Common Shares.  Until the time these debentures were converted, interest was
expensed using an effective interest rate of 18% per annum.

Amortization Amortization expense represents the amortization of acquired software rights associated
with the May 1999 acquisition of the ULTRA business and intdlectud property in Asa Pecific. These
costs were fully amortized by November 2001, which accounts for there being no amortization during
2002.

|ncome taxes The Corporation has sgnificant accumulated losses for income tax purposes, which can
be used to reduce taxable income in future periods.

Years Ended December 31, 2001 and December 31, 2000
Revenue Totd revenue increased by $6,178,000, or 46%, to $19,636,000 during the year ended
December 31, 2001 from $13,458,000 for the same period in 2000. The increase in revenue can be

attributed to a 60% increase in oftware license fees, a 75% increase in professond services and a 15%
and 21% increase in support and other revenue respectively. Revenue can be broken down asfollows:
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2001 2000  $Change % Change % of total
(stated in $ thousands) 2001 2000
Software license fees 7,590 4735 2,855 60 33 3H5
Professional services 5,857 3,347 2510 75 30 25
Support 5821 5,073 748 15 30 38
Other 368 303 65 21 2 2
19,636 13,458 6,178 46

Theincrease in software license fees and professiond services revenue is due to an increase in the number
of concurrent ULTRA implementations in progress. Support revenue is higher in 2001 due to an increase
in the number of customers using the Corporation’ s software.

On a business segment basis, 86% of revenue was recorded by the ULTRA segment, which represents
an increase over the 80% registered the prior year. During 2001, revenue from the ULTRA segment
increased $6,229,000, or 58% over 2000 levels mostly due to more implementations in progress referred
to above. A breakdown of revenue by business segment is presented below:

(stated in $ thousands) Year ended December 31, 2001 Year ended December 31, 2000 ULTRA
ULTRA Triwin Total ULTRA Triwin Total $ Change % Change

Software license fees 6,689 901 7,590 3,680 1,055 4,735 3,009 82
Professional services 5,347 510 5,857 2,833 514 3,347 2,514 89
Support 4,766 1,055 5,821 4,138 935 5,073 628 15
Other 164 204 368 86 217 303 78 91

16,966 2,670 19,636 10,737 2,721 13,458 6,229 58
Percentage of total 86 14 80 20

On a geographic basis, during the period ended December 31, 2001, 46% of revenue was derived from
customers in the United States, which represents an increase from the 42% of tota revenue during 2000.
Asa Peacific’s contribution remained the same at 27%, while the Canadian market declined in percentage
terms as the Corporation successfully expanded its international focus. During 2001, the Corporation
launched its ULTRA product into Europe and generated $1.5 million in revenue or 8% of its revenue from
thisinitiative. The Corporation’s drategy is to continue to expand its customer base primarily in Europe
and n the United States while maintaining its current customer base through ddivering a high qudity
laboratory solution and high level of sarviceto its cusomers.

Cost of revenue Tota cost of revenue as a percentage of revenue during the year ended December 31,
2001 was 37%, which is consgtent with 2000 leves. Cost of revenue includes the sdaries and expenses
of gaff providing professona services, and the cost of hardware and third party software and supplies
sold during the periods.
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Sales and _marketing expenses Sdes and marketing expenses consst primarily of sdaries and

expenses of the Corporation’s sdes and marketing staff, commissions and promotiond costs. These
expenses declined 6% to $3,214,000 during the year ended December 31, 2001 from $3,436,000 during
2000 and decreased as a percentage of total revenue from 26% to 16%. During 2000, the Corporation’s
European initiative was focused on sales and marketing activities, while in 2001 the Corporation deployed
resources to implementing its first two contractsin the region.

Resear ch and development expenses Research and development expenses condst mainly of saaries
and benefits for programming and technica staff and consulting fees. These expenses decreased by 22%
to $4,469,000 during the year ended December 31, 2001 from $5,733,000 during 2000. The decrease
in expenditures during 2001 was due to the planned termination of a services agreement with Three
Gorges Pty Ltd during 2001. As a result of this termination, expenses dlocated to research and
development declined by approximately $650,000 in 2001. Also during 2000, the Corporation incurred
approximately $510,000 in research and development costs associated with its discontinued application
service provider initiative.  During 2001 research and development expenses represented 23% of
revenue, which is more reflective of levels the Corporation should incur in the future than the 43% of
revenue incurred during 2000.

General and administrative expenses Generd and adminidrative expenses primarily congst of
adminigrative and management sdaries and benefits, interest codts, professona fees, communication,
rent, leasing, bad debt and generd office expenses. These expenses increased 5% to $4,660,000 during
the year ended December 31, 2001 from $4,439,000 during 2000. The increase is due primarily to
higher management and adminigtrative sdaries, and increased management travel.

Interest expense During the year ended December 31, 2001, interest declined from $433,000 to
$329,000. This decline is mogtly due to an increase in cash available for invesment, abeit at lower
interest rates. Also interest expense was lower snce long-term debt principd has steadily declined, as
scheduled repayments are made monthly. On June 30, 2000, the Corporation obtained $3,000,000 in
bridge financing comprised of convertible debentures. On July 10, 2001 these debentures, including
accrued interest were converted into Common Shares. Until the time these debentures were converted,
interest was expensed using an effective interest rate of 18% per annum.

Amortization Amortization expense represents the amortization of acquired software rights associated
with the May 1999 acquisition of the ULTRA business and intelectua property in Asa Pecific. These
costs were fully amortized by November 2001, which accounts for the decline in the expense in 2001
from 2000 levels.

|ncome taxes The Corporation has sgnificant accumulated losses for income tax purposes, which can
be used to reduce taxable income in future periods.



Y ears Ended December 31, 2000 and December 31, 1999

Revenue Tota revenue increased by $1,871,000 to $13,458,000 during the year ended December 31,
2000 from $11,587,000 for the same period in 1999. The increase in revenue can ke attributed to a
$1,250,000 or 36% increase in license fees and a $1,392,000 or 38% increase in support revenue offset
by a $655,000 and $116,000 decline in professiona services and hardware revenue respectively. The
increase in license fees is dtributable to a $942,000 increase in ULTRA software revenue and a
$308,000 increase in TriWin software revenue.  Support revenue is higher in 2000 due to an increase in
the number of customers using the Corporation’s software and a full twelve months of support revenue
being earned from the Corporation's Asia Pacific customers during 2000. Professiona service fees
declined during 2000 due to the extensve services provided in the later haf of 1999 getting customers
live with the Corporation’s software in advance of Y 2K.

On a geographic bagis, during the period ended December 31, 2000, 42% of revenue was derived from
customers in the United States, which represents a dight decline from the 43% of tota revenue during
1999. AsiaPacific contributed 27% of revenue which compares to the 26% during 1999. The remainder
of revenue is from the Canadian market, which remained relaively congant as a percentage of tota

revenue between the two periods.

Revenue can be broken down asfollows;

Y ear ended December 31, 2000 Y ear ended December 31, 1999

(stated in $ thousands) ULTRA TriWin Total ULTRA Triwin Total

Licensefees 3,680 1,055 4735 2,738 747 3,485
Professional services

and support 6,971 1,449 8,420 6,452 1231 7,683

Hardware and other 86 217 303 168 251 419

10,737 2,721 13,458 9,358 2,229 11,587

Cost of revenue Totd cost of revenue as a percentage of revenue during the year ended December 31,
2000 was 37% which represents a dight increase over 1999. The primary reason for the increase is
higher costs of providing professond services and support in the Asa Pacific market. Cost of revenue
includes the sdlaries and expenses of staff providing professond services, and the cost of hardware and
third party software and supplies sold during the periods.

Sales and marketing expenses Sdes and marketing expenses consst primarily of sdaries and
expenses of the Corporation’s sdes and marketing staff, commissions and promotiond costs. These
expenses increased 77% to $3,436,000 during the year ended December 31, 2000 from $1,939,000
during 1999 and increased as a percentage of total revenue from 17% to 26%. The increase is due to the
effort of the Corporation to increase its USA sdes personnel and opening the European market. As of
December 31, 2000, the Corporation employed a total of 11 individuas for its sdes activitieswhich is 5
greater than the 6 employees that the Corporation had focused on sales activities as of January 1, 2000.

Resear ch and development expenses Research and development expenses condst mainly of sdaries
and benefits for programming staff and consulting fees. Research and devel opment expenses increased by
26% to $5,733,000 during the year ended December 31, 2000 from $4,540,000 during 1999. The




increase in expenditures during 2000 was attributable to the growth in research and development staff and
increases in sdaries necessary to retain and motivate this skilled gtaff.  In addition the Corporation
incurred additiona consulting fees pursuant to a services agreement with Triple G Corporation Pty. Ltd.
(“Ausco”) and fees and sdaries associated with the Corporation’s launch of its gpplication service
provider strategy. Research and development expenses as a percentage of revenue were 43% for the
year ended December 31, 2000, which compares to 39% during 1999. Management believes that these
expenditures will reduce as a percentage of revenue to a level that more appropriately reflects the
Corporation’'s stage of growth going forward.

General_and adminigtrative_expenses Generd and adminidraive expenses condst primarily of
adminigtrative and management sdaries and benefits, professona fees, communication, rent, leasing, bad
debt and genera office expenses. These expenses increased 32% to $4,439,000 during the year ended
December 31, 2000 from $3,375,000 during 1999 and increased as a percentage of revenue to 33%
from 29%. The increase is due primarily to higher management and adminidrative sdaries and
professona fees during 2000. In addition, the Corporation incurred a full year of genera and
adminigrative expenses associated with the Corporation's Asa Pecific busness during 2000, which
commenced operations on May 19, 1999 after the Corporation’s acquisition of assets from Ausco.

Interest expense On June 30, 2000, the Corporation obtained $3,000,000 in bridge financing
comprised of convertible debentures. Interest has been expensed using an effective interest rate of 18%
per annum. As a result of this financing, interest expense increased to $433,000 during the year ended
December 31, 2000 from $148,000 during 1999.

Amortization Amortization expense during the year ended December 31, 2000 represents a full year
amortization of acquired software rights from Ausco, whereas the amortization expense for the year ended
December 31, 1999 represents amortization for the 7.5 month period subsequent to the May 19, 1999
acquistion of such rights from Ausco.

|ncome taxes The Corporation has sgnificant accumulated losses for income tax purposes, which can
be used to reduce taxable income in future periods.

Y ears Ended December 31, 1999 and December 31, 1998

Revenue Total revenue increased by $2,396,000 or 26% to $11,587,000 during the year ended
December 31, 1999 from $9,191,000 during 1998. The ncrease in revenue can be attributed to a
$700,000 or 25% increase in license fees, a $2,358,000 or 44% increase in professiona services and
support revenue, offset by a $662,000 or 61% decrease in hardware and other revenue during 1999. The
increese in license fees and professond services and support revenue is primarily attributable to
$2,951,000 in revenue being generated from the Asia Pacific market, which had no revenue during 1998.

On a geographic basis, 43% of revenue was derived from customers in the United States during 1999,
which represents a decline from the 66% of total revenue in 1998. This decline is because 26% of
revenue in 1999 was derived from the new Asa Pacific market which had no sdes during 1998. The
remaining revenue is from the Canadian market, which remained relaively congtant as a percentage of
total revenue between the two periods. Revenue can be broken down asfollows:
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Y ear ended December 31, 1999 Y ear ended December 31, 1998

(stated in $ thousands) ULTRA TriWin Total ULTRA Triwin Total
License fees 2,738 747 3485 2,145 640 2,786

Professional services
and support 6,452 1231 7,683 4,565 760 5,324
Hardware and other 168 251 419 895 186 1,081
9,358 2,229 11,587 7,605 1,586 9,191

Cost of revenue Totd cost of revenue as a percentage of revenue during the year ended December 31,
1999 was 36%, which represents an increase of 3% over 1998 levels. The increase is primarily related to
higher cogis of providing professiona services and support in the Asa Pacific market. Cost of revenue
include the sdaries, benefits and expenses of daff providing professond services, and the cost of
hardware and third party software and supplies sold during the periods.

Sales and marketing expenses Sdes and marketing expenses consst principaly of sdaries, benefits,
and expenses relaing to the Corporation's sales and marketing staff, as well as commissons and
promotionad materids. These expenses increased 18% to $1,939,000 during 1999 from $1,649,000
during 1998 and decreased as a percentage of tota revenue to 17% from 18%. The increase, in absolute
dollars of sales and marketing expenses, is due to the effort to enhance the Corporation’s exposure in al
markets through trade shows and new marketing endeavors.

Research _and development expenses Research and development expenses consst generdly of
sdaries and benefits of programming saff and consulting fees. Research and development expenses
increased by 63% to $4,540,000 during the year ended December 31, 1999 from $2,780,000 during
1998. The increase in expenditures during 1999 was attributable to the growth in research and
development staff, increases in salaries necessary to retain and motivate this skilled staff, and consulting
fees incurred in the development of a new module for the ULTRA product. Research and devel opment
expenses as a percentage of revenue were 39% for the year ended December 31, 1999, which compares
to 30% during the 1998 period.

General and administrative_expenses Generd and adminidrative expenses condst mosly of
adminigtrative and management salaries and benefits, professond fees, communication, rent, bad debt and
generd office expenses. These expenses increased 51% to $3,375,000 during 1999 from $2,240,000
during 1998 and increased as a percentage of revenue to 29% from 24%. The increase is due mainly to
an increase in compensation costs and legd fees rdated to customer contract negotiations.

Amortization and write-down of intangible assets Amortization expense during the year ended
December 31, 1999 represents the amortization of acquired software rights from Ausco. For the year
ended December 31, 1998, the expense rdates to the amortization of the intangible assets related to
various 1997 acquistions. During 1998, it was concluded that there was a permanent impairment in the
vaue of the intangible assets based on a decrease in estimated future cash flows and wrote-down the
residua $3,960,000 of intangible assets.
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| ncome taxes The Corporation has sgnificant accumulated losses for income tax purposes, which can
be used to reduce taxable income in future periods. As a result, there is no income tax expense for the
1999 period and the income tax expense during 1998 represents the recovery of previoudy recorded
deferred taxes amounting to $61,000.

Discontinued operations In December 1998, the Corporation decided to abandon a business which
was developing a suite of products designed to order and report clinicd tests, act as a data repository,
and provide patient movement and practice management functiondity. The results of this business unit for
the year ended December 31, 1998 are disclosed as a loss from discontinued operations totalling
$1,901,000.

Liquidity and Capital Resour ces

March 31, 2002 December 31,2001 December 31, 2000

(stated in $ thousands) (unaudited)

Cash and cash equivalents 2,800 4,763 1,221
Working capital 3,187 3,480 (1,172
Total assets 12,009 12,362 10,016
Shareholders’ equity (deficiency) 3,74 4,010 (927)

At March 31, 2002, the Corporation’s cash holdings were $2,800,000, which represents a decrease of
$1,963,000 over December 31, 2001 levels. The decrease in cash is due to aloss before depreciation of
$204,000 incurred during the period and a use of cash through changes in non-cash working capita
aggregating $1,478,000. In addition, the Corporation used $107,000 to acquire capitd assets and
$191,000 to reduce long-term debt during the period ended March 31, 2002.

At March 31, 2002, the Corporation increased accounts receivable by $637,000 to $4,919,000
commensurate with the increase in revenue and billing of milestones achieved during the period. At the
end of March 2002, the Corporation had more ingdlations in progress but fewer of them where work in
progress exceeded milestone hillings rendered to customers, resulting in unbilled work in progress
decreasing by $85,000 to $1,908,000.

Asis cusomary, the Corporation prepays certain technica support fees to a supplier at the beginning of
each year, which are expensed ratably over the caendar term of the support agreement. As a resullt,
prepaid technical support fees at the end of March 2002 have increased to $704,000. Prepaid software
licenses increased $255,000 during the current period to $754,000 reflecting an increase in the license
fees paid to suppliers for software resold to customers. The cost of this software will be expensed over
the period of the related implementation using the percentage- of-completion method.

Accounts payable and accrued liabilities at March 31, 2002 increased by $119,000 to $2,999,000 from
$2,880,000. Deferred revenue represents milestone hillings in advance of revenue recognized on a
percentage-of-completion bass of contract accounting. During the current period, deferred revenue
declined dightly by $23,000 to $4,991,000 from $5,014,000.



The Corporation expects to repay the residua long-term debt, amounting to $265,000 as a March 31,
2002, referred to in note 7 to the consolidated financia statements, in equa monthly installments ending
July 2002. See“Consolidated Financid Statements’.

At December 31, 2001, the Corporation’s cash holdings were $4,763,000 which represents a
$3,542,000 increase over December 31, 2000 levels. During the year ended December 31, 2001, the
Corporation used $1,589,000 in operating activities, a further $250,000 to acquire capita assets and
$731,000 to reduce long-term debt.

During 2001, the Corporation completed a series of equity financings that greatly improved the
Corporation’sfinancid podtion. On July 10, 2001, the Corporation completed a $3.5 million initid public
offering (“1PO") and issued 2,800,000 Common Shares. Coincident with this financing, and pursuant to
their terms, the convertible debentures issued on June 30, 2000, having a principa and accrued interest
balance aggregating $3,246,245, were converted into 2,596,996 Common Shares. The Corporation
later raised $212,500 though the exercise of an over-alotment option granted to the agents of the IPO
financing and on November 30, 2001, completed a private placement of 1,782,000 Common Shares for
gross proceeds of $2,673,000. As a result of these and other financings during 2001, the Corporation
generated net proceeds of $5,294,000 from common share issuances and converted $3,246,245 of its
debt into equity.

At December 31, 2001, the Corporation increased accounts receivable by $1,094,000 to $4,282,000
commensurate with the increase in revenue and activity of the Corporation during the year. At the end of
2001, the Corporation had more implementations nearing completion where work in progress exceeded
milestone hillings rendered to customers, resulting in unbilled work in progress increasing $1,562,000 to
$1,993,000.

In May 2001, the Corporation made the scheduled payment of cash held in escrow pursuant to a services
agreement with Three Gorges Pty Ltd. Asaresult, the residua $751,000 was paid upon the termination
of this agreement.

The deferred expense balance recorded as a long-term asset at December 31, 2000 related to a
transaction with Unify Corporation referred to in note 3 to the consolidated financid statements. See
“Consolidated Financid Statements’.  Pursuant to an agreement with Unify Corporation, the deferred
expense balance recorded by the Corporation as along-term asset was reduced to $NIL on October 31,
2001.

The intangible assets recorded by the Corporation, related to software rights acquired in May 1999,
which were being amortized over the thirty-month period which ended in November 2001.

At December 31, 2000, the Corporation’s cash holdings were $1,221,000 which represents a $309,000
increase over December 31, 1999 levels of $912,000. During the year ended December 31, 2000, the
Corporation used $2,568,000 in operating activities. In addition the Corporation used $401,000 to
acquire capital assets and $665,000 to reduce long-term debt.



During the latter part of 2000, the Corporation took steps to reduce the amount of funds used in operating
activities, which included the termination of personne to implement the ASP strategy on a direct basis and
curtail certain development and marketing plans.

On June 30, 2000, the Corporation obtained $3,000,000 in bridge financing comprised of $2,000,000 in
a secured convertible debenture being issued to JL. Albright 11 Venture Fund and $1,000,000 in a
secured convertible debenture being issued to Working Ventures Canadian Fund Inc., both shareholders
of the Corporation with representation on the Board of Directors. Each of the Convertible Debentures
bore interest a arate of 8% per annum and, pursuant to an amendment agreement dated June 28, 2001,
were autométicaly convertible into Common Shares on the same terms as any equity financing
(“Qudifying Financing”) of the Corporation of at least $2,000,000 during the period ending September
28, 2001 and theregfter in an amount of not less than $6,000,000, exclusive of any subscriptions by the
exiging holders of nvertible Debentures.  The Convertible Debentures were secured by a floating

charge on al assets and undertakings of the Corporation subordinate to the interests of the Corporation’'s
banker and long-term debt financier. Under the terms of an extension agreement dated November 27,
2000, as amended on February 22, 2001, the principal amount of the Convertible Debentures and al

interest accrued thereon would have become due and payable unless a Qudifying Financing was
completed on or before April 1, 2002. The Convertible Debenture holders received, in aggregate,

$30,000 in fees to secure the bridge financing. The Convertible Debenture holders dso received warrants
(“Shareholder Warrants’) to acquire up to 270,000 Common Shares. The exercise price of the
Shareholder Warrants was determined as being equa to the lesser of $3.00 or the share price of the
Qualifying Financing. The Shareholder Warrants expire as to 90,000 warrants on June 30, 2005, 90,000
warrants on November 27, 2005, and 90,000 warrants on February 22, 2006. The Corporation
completed a Qualifying Financing on July 10, 2001 and the Convertible Debentures and accrued interest
thereon aggregating to $3,246,245 were converted into 2,596,996 Common Shares on that date and the
exercise price of the Shareholder Warrants became $1.25 each.

In addition to the Convertible Debenture financing described above, the Corporation generated cash due
to a $570,000 reduction of cash held in escrow and $334,000 representing the net proceeds from the
issuance of Common Shares during the year ended December 31, 2000.

Management believes that the cash generated from the Offering and cash available under its line of credit
will be sufficient to meet operating requirements for a least the next twelve months.

CONSOLIDATED CAPITALIZATION

The following table sets forth the consolidated capitdization of the Corporation as at March 31, 2002 and
May 31, 2002, as well as the pro forma capitdization of the Corporation as a May 31, 2002 after giving
effect to the exercise of the Specid Warrants. This table should be read in conjunction with the
consolidated financial statements of the Corporation and the accompanying notes thereto, contained
elsawherein this prospectus. See“ Consolidated Financia Statements’.



Authorized | Outstanding asat Outstanding as at Outstanding as at
March 31,2002® | May 31, 2002 after May 31, 2002 after
giving effect tothe giving effect tothe
Offering®® exercise of the Special
Warrants® ®
(unaudited) (unaudited) (unaudited)
Long-term debt ©® $265,467 $134,268 $134,268
Common Shares Unlimited $28,736,338 $28,770,523 $36,036,023
19,132,880 shares 19,158,828 shares 22,173,828 shares®
) $NIL $7,265,500 SNIL
Special Warrants® 3015000 NIL Specia 3015000 Specid | NIL Special Warrants
Warrants Warrants
Deficit $(24,983,005) $(24,983,095) $(24,983,095)
Total Shareholders’ Equity $3,753,743 $11,052,928 $11,052,928
Total Capitalization $4,019,210 $11,187,196 $11,187,196

Notes:

(1) Beforethe Offering.

(2) Excludes Common Shares issuable upon the exercise of the Broker Warrants. See “Plan of Distribution”.

(3) Seenote 7 to the consolidated financial statements of the Corporation for details of long-term debt.

(4) Excludes Common Shares issuable upon the exercise of the Financing Warrants, Shareholder Warrants, Prior
Financing Compensation Options and stock options outstanding as of March 31, 2002 to acquire 1,585,200
Common Shares. See “Management Discussion and Analysis of Operating Results and Financial Condition of the
Corporation — Liquidity and Capital Resources’ and “ Options to Purchase Shares’.

(5) See“Plan of Distribution”.

(6) Giveseffect to the exercise of the Special Warrantsinto 3,015,000 Common Shares. See*Plan of Distribution”.

(7) Asat March 31, 2002.

DESCRIPTION OF SHARE CAPITAL

The authorized share capita of the Corporation conssts of an unlimited number of Common Shares and
an unlimited number of Class A preference shares (the “Preference Shares’).  As at the date hereof,
19,158,828 Common Shares and no Preference Shares are issued and outstanding.  See “ Consolidated
Capitdization”. Each Common Share entitles the holder thereof to one vote a al meetings of the
shareholders of the Corporation and to receive dividends if, as and when declared by the Board of
Directors and subject to the prior rights of the holders of the Preference Shares. Holders of Common
Shares will participate on a pro-rata basis in any distribution of the assets of the Corporation upon its
liquidation, dissolution or winding-up.

PLAN OF DISTRIBUTION
On May 22, 2002, the Corporation issued atotal of 3,015,000 special warrants (the “ Special Warrants’)

of the Corporation a a price of $2.70 per Specia Warrant (the “ Offering”) on a private placement basis
pursuant to exemptions from the prospectus requirements of gpplicable securities laws and regulations in



the provinces of Ontario and British Columbia. Y orkton Securities Inc. and Research Capital Corporation
(collectively, the “Underwriters’) acted as underwriters of the Offering pursuant to an underwriting
agreement dated as of May 22, 2002 (the “Underwriting Agreement”). The price of the Specid Warrants
was determined by negotiation between the Corporation and the Underwriters.

The Specid Warrants were issued pursuant to and are governed by the terms of a specid warrant
indenture (the “Specia Warrant Indenture’) dated as of May 22, 2002, made between the Corporation
and Computershare Trust Company of Canada.

Each Special Warrant entitles the holder thereof to acquire, without payment of additional consideration,
one Common Share at any time until, and will be deemed to have been exercised (without any further act
on the part of the holder) immediately prior to 5:00 p.m. (Toronto time), on the date (the “ Expiry Time")
which is the earlier of: (i) the fifth business day after the date of the issuance of receipts (the “Prospectus
Receipt”) by the securities regulatory authorities (the “Commissions’) in the provinces of Ontario and
British Columbia for a (final) prospectus of the Corporation relating to the digtribution of the Common
Shares to be issued upon the exercise of the Specid Warrants, and (i) September 23, 2002. If the
Corporation does not obtain a Prospectus Receipt on or before August 6, 2002, the holders of Specid
Warrants then outstanding will be entitled, without the payment of additional consideration, to receive,
upon exercise, 1.1 Common Shares (in lieu of one Common Share) for each Specid Warrant.

The Soecid Warrant Indenture aso provides, among other things, that the number of Common Shares
issuable upon the exercise of the Specid Warrants and the price at which such Specid Warrants may be
exercised, may be subject to adjustment upon the occurrence of certain sated events, including the
subdivison or consolidation of Common Shares, distributions of Common Shares or securities convertible
into or exchangeable to Common Shares or other property or assets of the Corporation, reclassifications
of the Common Shares, changes of the Common Shares into other shares or other capital reorganization,
the sde, lease or trandfer of al or substantidly al of the undertaking or assets of the Corporation, and the
offering of rights, options or warrants.

In consideration of the services rendered by the Underwriters in connection with the Offering, the
Corporation paid to the Underwriters an aggregate cash commission of $569,835, being 7% of the gross
proceeds received by the Corporation from the sade of the Specid Warrants (the “Underwriters

Commissons’). As additiond consderation to the Underwriters in connection with the Offering, the
Corporation issued to the Underwriters compensation options (the “Compensation Options’) exercisable,
for no additiond consderation, into broker warrants (the “Broker Warrants’) entitling the holders thereof
to acquire 211,050 Common Shares a an exercise price of $2.70 per Common Share, at any time up to
5:00 p.m. (Toronto time) on May 22, 2004.

No additiona fee has been or will be paid to the Underwriters in connection with the issue of Common
Shares upon the exercise or deemed exercise of the Specid Warrants.

This prospectus qudifies the digtribution of 3,015,000 Common Shares issuable upon exercise of

3,015,000 Specid Warrants. This progpectus dso qudifies the digtribution of the portion of the Broker
Warrants (the “Qualified Broker Warrants’) entitling the holders thereof to acquire Common Sharesin an

37



amount equal to 5% of the aggregate number of Common Shares issuable from treasury upon the exercise
or deemed exercise of the Specid Warrants sold pursuant to the Offering.

The TSX Venture Exchange (“TSXVE") has gpproved the lising of the Common Shares issuable upon
the exercise of each of the Specid Warrants and Broker Warrants, subject to the Corporation fulfilling al
of the listing requirements of TSXVE.

The Common Shares have not been and will not be registered under the United States Securities Act of
1933, as amended, and subject to certain exceptions, the Common Shares may not be offered, sold or
delivered in the United States or to United States persons.

Certificates representing the Common Shares issuable upon exercise of the Specid Warrants will be
avallable for delivery upon exercise or deemed exercise of the Specid Warrants.

USE OF PROCEEDS

The Corporation has or intends to spend the funds available to it as stated in this prospectus. There may
be circumstances, however, where, for sound business reasons, a redllocation may be necessary.

The net proceeds to the Corporation from the Offering (the “Net Proceeds’), after deducting the
Commissions Fees and the expenses of the Offering in the aggregate amount of $875,000, were
approximately $7,265,500. The Net Proceeds have been or are anticipated to be used as follows:
(i) approximately $1,200,000 for sdes and marketing expansion; (ii) approximately $1,300,000 to
advance research and development activities; and (iii) approximately $4,765,500 for working capitd and
general corporate purposes.

PRINCIPAL SHAREHOLDERS
To the knowledge of management of the Corporation, the only persons who beneficidly own, directly or

indirectly, or exercise control or direction over, 10% or more of the voting securities of the Corporation
as a the date hereof and upon completion of the Offering hereunder are as set forth below:



Number and
Per centage of Number and
Common Shares Per centage of
prior togiving effect | common Shares after
to the exer cise of giving effect to the
Name and address of Class of Typeof Special Warrants® exer cise of Special
Securityholder Security owner ship Warrants®
J. L. Albright Il Venture Common Of Record and 3,905,124/20.4% 3,905,124/17.6%
Fund @ Shares Beneficial
Toronto, Ontario
F.LeeGreen®® Common Of Record and 3,881,507/20.3% 3,881,507/17.5%
Markham, Ontario Shares Beneficia
Working Ventures Common Of Record and 1,756,999/9.1% 2,238,999/10.1%
Canadian Fund Inc.© Shares Beneficial
Toronto, Ontario

Notes:

@
@
©)

@

©

©)

Based on 19,158,828 Common Shares issued and outstanding as at the date hereof prior to giving effect to the
exercise of Special Warrants or the Broker Warrants into Common Shares. See “ Consolidated Capitalization”.
Based on 22,173,828 Common Shares issued and outstanding after giving effect to the exercise of Special
Warrantsinto Common Shares. Excludesthe exercise of the Broker Warrants.

John L. Albright, a director of the Corporation, is the sole shareholder, director and President of JLA Ultimate
Management Inc., which is the general partner of J.L. Albright and Associates, L.P. In addition, Mr. Albright
owns 57.15% of J.L. Albright and Associates, L.P., which is the general partner of J.L. Albright Il Venture
Fund.

Caryn Green, the spouse of F. Lee Green, entered into a voting trust agreement with F. Lee Green dated
October 17, 1997 pursuant to which F. Lee Green is entitled to exercise all of the voting rights attaching to her
Common Shares.

Includes 1,951,483 Common Shares held by 989362 Ontario Inc., a personal holding company of F. Lee Green
and 458,592 Common Shares held by Caryn Green, the spouse of F. Lee Green. An aggregate of 1,668,573
Common Shares are held in escrow pursuant to an escrow agreement entered into under Ontario Securities
Commission Policy 5.9 as follows: F. Lee Green, 1,471,435 Common shares and Caryn Green, 197,138 Common
Shares. See“Escrow Arrangements”.

Working Ventures Canadian Fund Inc. is represented on the Board of Directors by Michael Graham, a director
of the Corporation and Vice President, Investments with Working Ventures Canadian Fund Inc.

As of the date hereof, the directors and officers of the Corporation, as a group, beneficialy own or
control, directly or indirectly, 9,639,122 Common Shares, representing 50.3% of the issued and
outstanding Common Shares prior to giving effect to the exercise of Specid Warrants into Common
Shares. After giving effect to the exercise of Specid Warrants into Common Shares, the directors and
officers of the Corporation, as agroup, own or control, directly or indirectly, 10,306,122 Common
Shares, representing 46.5% of the issued and outstanding Common Shares.



DIRECTORSAND OFFICERS

The name, municipdity of resdence and principa occupation during the last five years of each of the
directors and officers of the Corporation, as wdl as the number of Common Shares to which such
directors and officers beneficidly own, directly or indirectly, or exercise control or direction over, are as

follows

Number and
Per centage of
Name and Municipality Year Common
of Residence OfficeHeld Principal Occupation Elected ® Shares
John Albright ® Director Partner, J.L. Albright Venture 1996 3,905,124/
Toronto, Ontario Partners 20.4%
F. Lee Green® Chairman, Chief  Chief Executive Officer of the 1997 3,881,507/
Markham, Ontario Executive Officer ~ Corporation 20.3%
and Director
Michael Graham® Director Vice President, Investments 2001 1,756,999/
Toronto, Ontario Working Ventures Canadian 9.1%
Fund Inc.
Dr. Craig Lehmann Director Dean, School of Health 1999 10,162/
Aquebogue, New Y ork Technology and Management, <1%
State University of New York at
Stony Brook
Peter Schwartz Director Co-Chief Executive Officer, 2000 Nil/Nil
Waterloo, Ontario Descartes Systems Group Inc.
Ralph Soberano Director Vice-President, Finance, 1997 55,420/
Toronto, Ontario Wycliffe International <1%
William Tatham Director Chief Executive Officer, XJ 2000 Nil/Nil
Toronto, Ontario Partnersinc.
Paula Hucko President — President — Americas, of the 1996 20,000/
Toronto, Ontario Americas Corporation <1%
Robert Macmillan Executive Vice Executive Vice President 1999 Nil/Nil
Tucson, Arizona President Research and Development of
Research and the Corporation
Development
Robert McQuade Secretary and Secretary and Chief Financial 1998 9,910/<1%
Markham, Ontario Chief Financial Officer of the Corporation
Officer
Chris Spence Managing Managing Director, AsiaPacific 2000 Nil/Nil
Ostbevern, Germany Director, Asia and Europe, of the Corporation
Pacific and
Europe



Notes:

() All directors are elected for aterm expiring immediately prior to the next annual meeting of shareholders or until
their successors are elected or appointed.

2 Member of the Compensation Committee.

3 Member of the Audit Committee.

4 Held by J.L. Albright 1| Venture Fund. John L. Albright is the sole shareholder, director and President of JLA
Ultimate Management Inc., which is the general partner of J.L. Albright and Associates, L.P. In addition, Mr.
Albright owns 57.15% of J.L. Albright and Associates, L.P. which is the general partner of J.L. Albright I
Venture Fund.

(5) Held by Working Venture Canadian Fund Inc., in which Mr. Graham isa Vice President, Investments.

Pursuant to Canadian securities laws, the Corporation is required to have an audit committee.

The principa occupation of the directors and officers of the Corporation during the past five years, as well
as certain biogrgphica information is summarized below:

John Albright has been an outside member of the Board of Directors since July 1996. Since May 1996,
Mr. Albright has been a Partner of JL. Albright Venture Partners Inc., a venture capitd fund which
gpecidizes in making investments in emerging private I T companies.

F. Lee Green has been Chief Executive Officer of the Corporation and Chairman of the Board of
Directors since Triple G Corporation was acquired on October 17, 1997. Before that date, he was and
continues to be President of Triple G Corporation which position he has held since he founded Triple G
Corporation in North Americain 1992.

Michad Graham has been an outsde member of the Board of Directors snce May 2001. Mr. Graham
is a Vice Presdent, Investments with Working Ventures Canadian Fund Inc., a Canadian labour
sponsored investment fund since June 1996. Mr. Graham earned a Magter of Business Adminigtration
from the Schulich School of Business at the Y ork University in Toronto, Ontario in 1996 and a Bachelor
of Commerce degree from Queen’s Univerdty in Kingston, Ontario in 1989.

Dr. Craig Lehmann has been an outsde member of the Board of Directors since June 21, 1999. Dr.
Lehmann is the Dean of the School of Hedth Technology and Management where he has been since
1974, and Professor and Chair of the Divison of Diagnostic and Thergpeutic Sciences, a the State
Universty of New York a Stony Brook. Dr. Lehmann has a Ph.D. from the Union Ingtitute which he
obtained in 1990 and has a Magters of Science from Long Idand University and a Bachelor of Science
from the Empire State College.

Ralph Soberano has been an outside member of the Board of Directors since November 1997. Mr.
Soberano has been Vice-Presdent Finance of Wydliffe Internationd, a privately held investment company
specidizing in red edtate across Canada and the United States, since October 1984. Mr. Soberano hasa
Masters of Busness Adminigration and a Bacheor of Commerce, which he earned from the University of
Windsor in 1982 and earned a Bachelor of Busness Adminidration from the Universty of Western
Ontario in 1980.
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Peter Schwartz has been an outside member of the Board of Directors since May 2000 and is presently
Chairman and Co-Chief Executive Officer of The Descartes Systems Group Inc. since February 1996.

Prior to that gppointment, Mr. Schwartz held severd positions with The Descartes Systems Group, Inc., a
company listed on The Toronto Stock Exchange and NASDAQ including President and Chief Executive
Officer from 1995 and as Chief Executive Officer and Vice-Presdent, Saes and Marketing from 1993.
Mr. Schwartz earned a Honours degree in Business Adminigration from the Richard Ivey School of

Business a the Univerdity of Western Ontario.

William Tatham has been an outside member of the Board of Directors snce May 2000 and is presently
Chief Executive Officer of XJ Partners Inc. since September 2001. Mr. Tatham retired in 2001 as Vice
Presdent and Generd Manager Indtitutiond Finance of Sebd Systems Canada, Ltd. a position he held
since November 2000. Prior to the acquisition of Janna Systems Inc. by Siebel Systems Canada, Ltd.,
Mr. Tatham was Presdent, Chief Executive Officer, Charman and Secretary of Janna Systems Inc., a
public company that was listed on The Toronto Stock Exchange, which he founded in 1990. Mr. Tatham
holds a Bachdlor of Applied Science in Sysem Desgn Engineering with options in socio-economic
systems and management science from the University of Waterloo.

Paula Hucko is Presdent-Americas of the Corporation. Ms. Hucko joined the Corporation in
September 1996 as Vice-President, Business Development and became President on December 1, 1996.

Ms. Hucko earned a Masters of Business Adminigtration in 1979 and a Bachelor of Science in 1977
from McMagter University.

Robert Macmillan has been Executive Vice Presdent, Research and Development of the Corporation
snce June 1999. Prior to joining the Corporation, Mr. Macmillan was Vice President, Research and
Development with Prologic Corporation from June 1998 to May 1999 and during the period from March
1996 to June 1998 he was Vice President, Software Engineering of Sunquest Information Systems. Mr.
Macmillan earned a Magter of Science from the Universty of Manitoba in 1972 and a Diploma of
Numerica Andyss and Computing in 1967 and a Bachdor of Sciencein 1966 both from the University
of Western Audirdia

Robert McQuade has held the office of Secretary and Chief Financia Officer of the Corporation sSnce
July 1998. Between December 1996 and May 1998, Mr. McQuade was Vice Presdent, Finance of
Isolation Systems Limited. a computer network security provider. Mr. McQuade has been a Chartered
Accountant since 1980 and earned a Bachelor of Commerce degree from Concordia University in 1977.

Chris Spence assumed the role of Managing Director — Europe in March of 2000 and expanded his
duties to include Asa Pacific in October 2001. Prior to joining the Corporation, Mr. Spence was
European Business Development Manager for Sunquest Information Systems from 1998 to early 2000
where he was responsible for developing and implementing European expanson drategies and during the
period from 1995 to 1998 he was sdf-employed as a Management Consultant advisng American
software companies on market development strategies for Germany and Scandinavia. Mr. Spence has a
Madters in Business Administration from The Open University Business School in Europe.
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Corporate Bankruptcies

Michael Graham was a director of CD Plus.com Inc., a former Toronto Stock Exchange listed company
that filed an assgnment in bankruptcy under the Bankruptcy and Insolvency Act (Canada) in March
2001.

EXECUTIVE COMPENSATION

The following table provides a summary of al compensation earned during each of the Corporation’s
three most recently completed financid years by the Chair and Chief Executive Officer of the Corporation
and each of the other executive officers of the Corporation who earned in excess of $100,000
(collectively, the “Named Executive Officers’).

Long Term Compensation
Annual Compensation Awards Payouts
Other Options/ | Restricted
Annual SARs Sharesor All Other
Nameand Salary Bonus Compen- | Granted | Restricted LTIP Compen-
Principal sation #) Share Payout Sﬂtl(%n
Position Year % % ©) Units ($) 6] %
F. Lee Green 2001 265,000 50,000 NIL 250,000 NIL NIL 7,800
Chairman and
Chief Executive 2000 254,599 NIL NIL NIL NIL NIL 4,550
Officer®
1999 240,000 NIL NIL NIL NIL NIL 328
Paula Hucko 2001 229,513 34,000 43,002 50,000 NIL NIL 15,399
President —
Americas®? 2000 225,000 NIL NIL 16,500 NIL NIL 7,862
1999 225,000 20,000 NIL 50,000 NIL NIL 52,692




Long Term Compensation
Annual Compensation Awards Payouts
Other Options/ | Restricted
Annual SARs Sharesor All Other
Nameand Salary Bonus Compen- | Granted | Restricted LTIP Compen-
Principal sation #) Share Payout Sﬂtl(%n
Position Year ($) ©) ) Units ($) $ (%)

Robert 2001 213,263 32,500 NIL 40,000 NIL NIL NIL
Macmillan
Executive Vice 2000 200,000 15,000 NIL 13,000 NIL NIL NIL
President —
Rr;gegregh and 1999 102,308 NIL NIL 80,000 NIL NIL NIL
Development®
Robert 2001 119,930 32,500 NIL 40,000 NIL NIL 2,39
McQuade
Secretary and 2000 110,000 4,165 NIL 15,300 NIL NIL 304
Chief Fi ial
Officgy @ 199 | 107500 | 1585 | NIL 20,000 NIL NIL 2150
Chris Spence 2001 185,686 NIL NIL 40,000 NIL NIL 31,773
Managing
Director — Asia 2000 111,390 NIL NIL 30,000 NIL NIL 25397
Pacific and
Europe ©®

Notes:

() Mr. Green commenced employment with the Corporation on October 17, 1997.

2 Ms. Hucko commenced employment with the Corporation on September 16, 1996.

3 Mr. Macmillan commenced employment with the Corporation on June 28, 1999.

4 Mr. McQuade commenced employment with the Corporation on July 6, 1998.

©) Mr. Spence commenced employment with the Corporation on January 21, 2000.

(6) Represents vehicle allowances paid, superannuation and taxable benefitsincluding interest free loans and use

of vehicle.



Option/SAR Grants During the Year Ended December 31, 2001 to Named Executive Officers

Market Value of
Securities
Securities % of Total Ur_lderlying
Under - Exercise or Options/SARs
) Optiong/SARs g
Options/SARs Granted to Base Price on the Date of
Granted Employeesin Grant Expiration Date
Name (#) Financial Year ($/Security) ($/Security)
F. Lee Green 150,000 29 3.00 3.00 Feb. 21, 2006
100,000 125 125 Aug. 15, 2006
Paula Hucko 40,000 6 125 125 Aug. 15, 2006
10,000 3.00 3.00 Feb. 21, 2006
Robert Macmillan 40,000 5 125 125 Aug. 15, 2006
Robert McQuade 40,000 5 125 125 Aug. 15, 2006
Chris Spence 40,000 5 125 125 Aug. 15, 2006

Aggregated Option/SAR Exercises During the Year Ended December 31, 2001

Unexer cised Value of Unexercised in the
Securities Aggregate Options/ SARsat money Options/SARsat
acquired on Value December 31, 2001 December 31, 2001 %
Exercise Realized #) $
Name # %) Exer cisable/Unexer cisable Exer cisable/Unexer cisable
F. Lee Green NIL N/A 45,833/204,167 10,416/114,584
Paula Hucko NIL N/A 108,166/48,334 4,166/45,834
Robert Macmillan NIL N/A 83,000/50,000 4,166/45,834
Robert McQuade NIL N/A 51,966/38,334 4,166/45,834
Chris Spence NIL N/A 20,833/49,167 4,166/45,834
Notes:

() Based on the closing price of $2.50 per Common Share as at December 28, 2001 as reported by TSX Venture
Exchange, being the last trading day of the Common Sharesin 2001, less the exercise price of in-the-money

options.




Compensation of Directors

Each independent director of the Corporation is provided with 5,000 stock options, an additiona 2,500
to act as a Committee member, and an option to either: (i) receive an annud fee of $5,000 and a fee of
$500 for each meeting of the Board of Directors that he or she attends in person or a fee of $250 for
each meeting of the Board of Directors in which he or she participates by telephone conference cdl; or (i)
receive 5,000 stock options to act as a director of the Corporation. The Corporation reimburses the
directors expenses incurred in atending meetings of the Board of Directors. The directors who are dso
employees of the Corporation do not receive any fee for attending or participating in megtings of the
Board of Directors. During the fiscal year ended December 31, 2001, the directors of the Corporation
received $21,750 in aggregate compensation.

Directors and Officers Liability Insurance

The Corporation maintains directors and officers liability insurance coverage with a $2,000,000 per
occurrence limit and a $5,000,000 limit in aggregate.  The worldwide coverage includes derivaive
shareholder action suits, wrongful acts including libel, dander or defamation, securities cdlams, and dams
relating to employment and fiduciary practices.

Employment Contracts

F. Lee Green entered into an employment contract with the Corporation dated May 31, 2000 for an
indefinite term, subject to early termination. Pursuant to such agreement, Mr. Green is entitled to a base
gross anua sday in the amount of Two Hundred and Sixty-Five Thousand Dollars ($265,000). Mr.
Green is dso digible for a bonus in the amount of up to One Hundred Thousand Dallars ($100,000)
based on ataning financid growth targets. Such agreement contains customary nor-competition, nor
disclosure and release of interest in intellectud property provisons. If the agreement is terminated other
than for cause, Mr. Green is entitled to compensation of two years base sdary. Mr. Green has aso been
granted stock options under the Corporation’s stock option plans.

Paula Hucko entered into an employment contract with the Corporation dated January 1, 1998 for an
indefinite term, subject to early termination. Pursuant to such agreement, Ms. Hucko is entitled to a base
gross annua sdary in the amount of Two Hundred and Thirty-Four Thousand Dallars ($234,000). Ms.
Hucko is dso digible for a bonus scaling up to One Hundred and Sixty-Six Thousand Dollars ($166,000)
based on ataning financid growth targets. Such agreement contains customary non-competition, non
disclosure and release of interest in intellectua property provisons. If the agreement is terminated other
than for cause, Ms. Hucko is entitled to compensation of $234,000. Ms. Hucko has aso been granted
stock options under the Corporation’s stock option plans.

Robert Macmillan entered into an employment contract with the Corporation effective June 28, 1999 for
an indefinite term, subject to early termination. Pursuant to such agreement, Mr. Macmillan isentitled to a
base annud sday in the amount of One Hundred and Fifty Thousand United States Dodllars
(US$150,000). Mr. Macmillan is aso digible for a bonus scaling up to Seventy-Five Thousand United
States Dollars (US$75,000) based on attaining financia growth targets and other objectives. Such
agreement contains customary non-competition, non-disclosure and release of interest in intellectua



property provisons. If the agreement is terminated other than for cause, Mr. Macmillan is entitled to
compensation of 3 month’s base sdlary plus 2 weeks for each additiona year of service beyond 2 years.
Mr. Macmillan has dso been granted stock options under the Corporation’s stock option plans.

Chris Spence entered into an employment contract with the Corporation effective January 21, 2000 for an
indefinite term, subject to early termination. Pursuant to such agreement, Mr. Spence is entitled to a base
gross annua sday in the amount of One Hundred and Ffty Thousand United States Dollars
(US$150,000). Mr. Spenceisaso digible for a bonus scaling up to One Hundred and Eleven Thousand
United States Dollars (US$111,000) based on ataining financid growth targets. Such agreement
contains customary norcompetition, non-disclosure and release of interest in intellectud property
provisons. If the agreement is terminated other than for cause, Mr. Spence is entitled to compensation of
3 month's base sdlary plus 2 weeks for each additiona year of service beyond 2 years. Mr. Spence has
also been granted stock options under the Corporation’s stock option plans.

Pension Plan

The Corporation does not maintain a penson plan for its employees, officers and directors.

Key Person Insurance

The Corporation has “key” person life insurance on the lives of each of F. Lee Green in the amount of
$5,000,000 and Paula Hucko in the amount of $1,000,000. All premiums for such insurance have been
and will continue to be paid by the Corporation. 1n the event of death, the proceeds of such insurance will
be paid to the Corporation.

I ndebtedness of Directorsand Senior Officers

No director or senior officer or any associate of any such director or senior officer of the Corporation is

or has been indebted to the Corporation during the most recently completed fiscal year other than routine
indebtedness.

OPTIONSTO PURCHASE SHARES
New Stock Option Plan

The Board of Directors established a new stock option plan (the “New Option Plan”) dated April 26,
2000 which was ratified, confirmed and approved by the shareholders of the Corporation on June 21,
2000. The purpose of the New Option Plan is to afford directors, officers, employees and other service
providers of the Corporation, an opportunity to obtain a proprietary interest in the Corporation by
permitting them to purchase Common Shares and to aid in attracting, as well as retaining and encouraging
the continued involvement of such persons.

Pursuant to the New Option Plan, Common Shares may be reserved for issuance to the Corporation’s
directors, officers, employees and other service providers as designated by the Board of Directors from
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time to time. Options may be granted to purchase a maximum of 1,000,000 Common Shares under the
New Option Plan.

At the annud and specia meetings of shareholders to be held on June 20, 2002, the shareholders of the
Corporation will be asked to condgder and, if thought appropriate, approve an ordinary resolution of
disnterested shareholders gpproving an amendment to the New Option Han to increase the maximum
number of Common Shares available for issuance pursuant to options granted under the Plan from
1,000,000 Common Shares to 2,500,000 Common Shares.

If an option holder ceases to be an employee of the Corporation by reason of termination other than
cause, retirement, disability or death, or by reason of voluntary resignation, or if an option holder who is
one of the directors ceases to be a director, vesting of options automatically ceases on the date of such
termination or voluntary resignation or in the event a director is not re-elected, each option granted to the
holder that has not yet vested shdl immediately terminate and options granted to such holders that have
vested may be exercised by the holder a any time within three months of the date of termination,
resgnation or non re-election. If an option holder who is an employee is terminated for cause or a
director is removed from the Board of Directors prior to the end of his’/her term, each option granted to
that holder thet has vested and each option granted to that holder that has not then vested shall, subject to
the discretion of the Board of Directors, immediady terminate. If an option holder who is an employee
retires or is unable to continue employment with the Corporation due to a disability, options granted to
that holder will continue to vest in the manner stipulated by the Board of Directors. Where aholder who is
an individuad dies, each option granted to that holder that has not vested at the date of desth Sl be
deemed to have terminated, provided that any options that have vested may be exercised by the person
or persons to whom the holders rights under the option passed by will or applicable law, or if no person
has such right, by the holders executors or adminigtrators, provided that such options are exercised by the
holders estate at any time within three months following the date of dezath.

Options granted under the New Option Plan are generaly non-assignable, except for certain specified
transfers permitted under the New Option Plan. The exercise price of the options shdl be determined by
the Board of the Directors at the time the options are granted but shall not be less than the "market price’
as defined in the New Option Plan.

The following table provides a summary of the options to purchase Common Shares granted under the
New Option Plan as of December 31, 2001.



Optionsto Purchase Common Shares

Market Value of the of
the Common Shares
Aggregate Number of Exercise Price of on the Date of the
Optionsto Purchase Options ($Common Grant ($Common
Optionees Common Shares (#) Share) @ Share) @
Executive Officers 260,000 125 125
(5 Persons) 190,000 3.00 3.00
I ndependent 145,000 125 125
Directors 7,500 3.00 3.00
(6 Persons)
Other Employees 189,500 125 125
(76 Persons) 47,500 150 150
5,000 200 200
35,800 3.00 3.00
Consultants and Former 5,833 125 125
Employees
(2 Persons)
Total 836,133
Notes:
(N The exercise price of the options granted was determined by the Board of Directors based on the fair market
value of the Common Shares on the date of grant.
2 The market value was determined by the Board of Directors.

On April 22, 2002, the Corporation granted stock options under the New Option Plan to XJ Partners
Inc., a company controlled by a trust that is an associae of William Tatham, a director of the
Corporation. The options enable XJ Partners Inc. to acquire 180,000 Common Shares a an exercise
price of $2.55 per Common Share for a two year term, of which options to acquire 135,000 Common
Shares are subject to the Corporation receiving shareholder gpprova to increase the maximum number of
Common Shares available for issuance pursuant to options granted under the New Option Plan.

Old Stock Option Plan

The Board of Drectors adopted a stock option plan on July 29, 1996 (the “Old Option Plan”) as
amended on June 21, 1999 for certain key employees of the Corporation and such other key persons as
the Board of Directors may designate from time to time. The purpose of the Old Option Plan isto secure
for the Corporation and its shareholders the benefits of incentives inherent in share ownership by key
employees of the Corporation and other key persons.

The aggregate number of Common Shares authorized for issuance to any ane person under the Old
Option Plan shall not exceed 1,050,000. Effective June 21, 2000, a new stock option plan was adopted
and no further options can be granted from the Old Option Plan. The exercise price of options granted
under the Old Option Plan is established at the discretion of the Board of Directors at the time the option
is granted, but in any event cannot be less than $3.00 unless dl third part consents required for such
issuance are obtained. Generdly, options expire five years from the date of grant and may be exercised in
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whole or in part any time after the first anniversary of the date of grant subject to vesting. All options
granted vest quarterly in arrears, commencing with the first caendar quarter after the granting of the

options.

If an option holder ceases to be an employee of the Corporation by reason of termination other than

cause, retirement, disability or death, or by reason of voluntary resignation, or if an option holder whoisa
director ceases to be a director of the Corporation, vesting of options automatically ceases on the date of
such termination or voluntary resgnation or in the event adirector is not re-elected, each option granted to
the holder that has not yet vested shdl immediatdy terminate and options granted to such holders that
have vested may be exercised by the holder a any time within two months of the date of termination,

resgnation or non re-election. If an option holder who is an employee is terminated for cause or a
director who is removed from the Board of Directors prior to the end of higher term, each option granted
to that holder that has vested and each option granted to that holder that has not then vested shal, subject
to the discretion of the Board of Directors, immediatdly terminate. |f an option holder who is an employee
retires or is unable to continue employment with the Corporation due to a disability, options granted to
that holder will continue to vest in the manner stipulated by the Board of Directors. Where aholder who is
an individud dies, each option granted to that holder that has not vested at the date of death shal be
deemed to have terminated, provided that any options that have vested may be exercised by the person

or persons to whom the holders rights under the option passed by will or gpplicable law, or if no person
has such right, by the holders executors or administrators, provided that such options are exercised by the
holder’ s estate at any time within sx months following the dete of death.

The following table provides a summary of the options to purchase Common Shares granted under the
Old Option Plan as of December 31, 2001.

Optionsto Purchase Common Shares

Market Value of the of
the Common Shares
Aggregate Number of Exer cise Price of on the Date of the
Optionsto Purchase Options Grant ($Common
Optionees Common Shares (#) ($/Common Share) @ Share) @
Executive Officers 55,000 $250 $250
(3 Persons) 194,800 $3.00 $3.00
Independent 50,000 $3.00 $3.00
Directors
(6 Persons)
Other Employees 75,200 $2.50 $2.50
(87 Persons) 301,300 $3.00 $3.00
Consultants and Former 4,000 $2.50 $2.50
Employees 41,333 $3.00 $3.00
(3 Persons)
Total 721,633




Notes:

@ The exercise price of the options granted was determined by the Board of Directors based on the fair market
value of the Common Shares on the date of grant. Subsequent to the reverse takeover of the Corporation by
Triple G Corporation on October 17, 1997, the Board of Directors re-priced all options outstanding at that time
to $2.50 per share.

2 The market value was determined by the Board of Directors.

Employee Stock Purchase Plan

On June 21, 1999, the Corporation established an employee stock purchase plan (the “ Employee Plan”).
The purpose of the Employee Plan is to further the best interests of the Corporation by encouraging full-
time employees, directors and officers (the “Participants’) of the Corporation to participate in the growth
and development of the Corporation by providing financid assstance by way of loans to Participants to
purchase Common Shares and acquire an increased proprietary interest in the Corporation.  Such loans
under the Employee Plan may be made by the Corporation from time to time on such terms as the Board
of Directors may determine. Participation in the Employee Plan is limited to Participants or persona

holding corporations or trusts controlled by Participants as designated from time to time by the Board of
Directors, or such other persons designated by the Board of Directors from time to time. The number of
shares reserved for issuance under the Employee Plan will be limited to 150,000 Common Shares,

provided that the directors have the right, from time to time, to increase such number subject to the
goproval of the shareholders of the Corporation. The price a which Common Shares may be issued
under the Employee Plan shdl be determined by the Board of Directors but shal not be less than the fair
market value of the Common Shares a the time of the purchase. Notwithstanding the foregoing, the
subscription price for the Common Shares shal not be less than $3.00 per Common Share unless any and
al third party consents required are obtained. If a Participant is terminated for any reason other than

degth while any loan under the Employee Plan is outstanding, such loan shal mature and be payable 30
days from date of such termination. If a Participant dies while in the employ of the Corporation, or a
Subsdiary while any loan under the Employee Plan is outstanding, such loan shdl mature and be payable
one year from such date.

In April 2000, the Corporation received subscriptions to purchase dl 150,000 Common Shares available
under the Employee Plan. Subsequent to this date, the Corporation cancelled a subscription for 1,694
Common Shares. The Corporation provided loans in the aggregate of $241,598 relating to the
subscription of 80,533 Common Shares. These loans have since been repaid and the 80,533 Common
Shares have been issued pursuant to the Employee Plan.

Other Options, Warrantsand Convertible Securities

On July 13, 1999, the Corporation granted 153,333 Financing Warrants to GATX/MM Venture Finance
Partnership which entitles the holder thereof to purchase up to 153,333 Common Shares & a price of
$3.00 per Common Share. The Financing Warrants expire the later of: (i) two years from the date the
Common Shares are listed on The Toronto Stock Exchange or on NASDAQ, but in any event not later
than July 13, 2009; or (i) July 13, 2004. See “Management Discusson and Andyss of Finandd
Condition and Results of Operations of the Corporation — Liquidity and Capital Resources’.
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On June 30, 2000, and pursuant to an extension agreement dated November 27, 2000, as amended on
February 22, 2001 and June 28, 2001 the Corporation issued Shareholder Warrants to the holders of the
Convertible Debentures which entitle the holder to acquire up to 270,000 Common Shares. The
Shareholder Warrants expire as to 90,000 Common Shares on or before June 30, 2005, 90,000
Common Shares on or before November 27, 2005 and 90,000 Common Shares on February 22, 2006.
Each Shareholder Warrant entitles the holder thereof to purchase one Common Share at a price of $1.25
per Common Share. See “Plan of Didribution” and “Management Discusson and Analys's of Operating
Results and Financid Conditions of the Corporation — Liquidity and Capita Resources’.

In conjunction with the initid public offering completed on July 10, 2001, the exercise of an over-dlotment
option on September 7, 2001, and the private placement financing on November 30, 2001, the
Corporation granted compensation options to the agents of these financings to acquire up to 498,960
Common Shares (the “Prior Financing Compensation Options’). See “Prior Sdes’. Each Prior
Financing Compensation Option has an exercise price and expiry date asfollows:

Number of

options

Prior Financing Compensation Number of Number of  outstanding
Options granted options options as of the Exercise Expiry
in connection with granted exercised date hereof price date
Initial public offering 336,000 33,600 302400 $1.25-$145 July 10, 2003
Over-allotment option 20,400 2,040 18360 $1.25-$145  Sept. 7, 2003
Private placement 142,560 - 142,560 $150 Nov. 30,2003

498,960 35,640 463,320

As additiond consderation for the Underwriters obligations under the Underwriting Agreement, the
Corporation granted to the Underwriters Compensation Options exercisable, for no additional
condderation, into Broker Warrants entitling the holders to acquire up to 211,050 Common Shares a an
exercise price of $2.70 per Common Share. The Broker Warrants are exercisable a any time until 5:00
pm (Toronto time) on May 22, 2004.

ESCROW ARRANGEMENTS

Pursuant to Ontario Securities Commission Policy 5.9 and in accordance with an escrow agreement dated
February 25, 1998 (the “Policy 5.9 Escrow Agreement”), F. Lee Green and Caryn Green (the “Escrow
Shareholders’) deposited 3,337,148 Common Shares (the “Escrow Shares’) in escrow with Montreal

Trust Company of Canada (now known as Computershare Trust Company of Canada), as escrow agent.
The Escrow Shares will be released to the Escrow Shareholders in accordance with the release schedule
of the Policy 5.9 Escrow Agreement, which may be summarized asfollows:
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1. 333,715 Escrow Shares were released on November 25, 1998:

2. 667,430 Escrow Shares were released on each of November 25, 1999 and
November 27, 2000;

3. 667,429 Escrow Shares were released on November 25, 2001; and
4, the remaining 1,001,144 Escrow Shares will be released on November 25, 2002.

As at the date hereof, 2,336,004 Escrow Shares were released pursuant to the Policy 5.9 Escrow
Agreement and 1,001,144 Escrow Shares remain in escrow. None of the Escrow Shares may be
released from escrow or transferred within escrow without the prior written consent of the Ontario
Securities Commission except for the purposes of entering into a bona fide take-over bid where the
offeror otherwise agrees to hold the Escrow Shares upon the same terms and conditions as the Policy 5.9
Escrow Agreement. Seedso “Principd Shareholders’.

RISK FACTORS

An invesment in the Common Shares involves the following potentid invesment risks and should
therefore be regarded as speculative and suitable for investment by purchasers who are aware of such
risks and who have the ability and willingness to accept the risk of totd loss of their invested capitd.

Competition

The market for gpplication software in the laboratory and hospita information systems software indudtry is
highly competitive. The Corporation competes in many cases against organizations with more established
and larger sdles and marketing structures, larger technica staff, and significantly greeter financia resources
and market capitdization. As the market for the Corporation's products continues to devel op, additiond
competitors may enter the market and competition may intensfy. Additiondly, there can be no assurance
that competitors will not develop products superior to the Corporation's products or achieve greater
market acceptance due to pricing, sales channels or other factors.

Dependence on a Limited Number of Products and Customers

Subgtantialy dl of the Corporation’s revenue is currently derived from a limited number of customers,
products and services. Accordingly, the Corporation’s future results of operations will depend, in part, on
maintaining and increesng market acceptance of these products and services, as well as on the
Corporation’s ability to continue to enhance these products and services to meet the evolving needs of its
cusomers. A reduction in demand, increase in competition, or a decline in sades of such products and
related services could have a materia adverse effect on the Corporation’s business, results of operations
and financid condition.



Dependence on Market Growth for Products

The Corporation currently derives, and expects to continue to derive, substantidly al of its revenue from
licenses and services related to laboratory software products. There can be no assurance that this market
will continue to grow or, even if it does grow, that customers will purchase the Corporation’s products.
The Corporation has spent, and intends to continue to spend, considerable resources educating potential
customers generdly about laboratory software solutions and specificdly about the Corporation’s
products. There can be no assurance, however, that such expenditures will enable the Corporation to
achieve any additiona degree of market acceptance. If the market for laboratory software fails to grow
or grows more dowly than the Corporation currently anticipates, the Corporation’s business, results of
operations and financid condition could be materialy and adversely affected.

Product Development and Technological Change

The software industry is characterized by rapid technologicd change and frequent new product
introductions.  Accordingly, management believes that the future success of the Corporation depends
upon its ability to enhance current products or develop and introduce new products offering enhanced
performance and functiondity at competitive prices. The Corporation'sinability, for technologica or other
reasons, to develop and introduce products in a timely manner in response to changing market conditions
or customer requirements could have a materid adverse effect on the Corporation's business, results of
operations and financid condition. The ability of the Corporation to compete successfully will depend in
large measure on its ability to maintain a technicaly competent research and development staff and to
adapt to technological changes and advances in the indudtry, including providing for the continued
compatibility of its software products with evolving computer hardware and software platforms and
operating environments. There can be no assurance that the Corporation will be successful in these
efforts.

Risk of Software Defects

Software products as complex as those offered by the Corporation frequently contain errors or defects,
especidly when firg introduced or when new versons or enhancements are released. Despite product
testing, the Corporation has in the past released products with defects, discovered software errors in
certain of its new versons after introduction and experienced delays or lost revenue during the period
required to correct these errors. The Corporation regularly introduces new releases and periodically
introduces new versons of its software. There can be no assurance that, despite testing by the
Corporation and by its customers, defects and errors will not be found in existing products or in new
products, releases, versons or enhancements after commencement of commercial shipments. Any such
defects and errors could result in litigation, adverse customer reactions, negative publicity regarding the
Corporation and its products, harm to the Corporation’s reputation, loss of or delay in market acceptance
or required product changes, any of which could have a materid adverse effect upon the Corporation’s
business, results of operations and financid condition.

Lengthy Sales and Implementation Cycle and Increasing Size of Orders

The sde and implementation of the Corporation’s products generdly involves a sgnificant commitment of



resources by prospective customers. The Corporation expects tha the implementation of the
Corporation’s products will become more complex asiits laboratory solution is used to manage larger and
more geographicaly dispersed ingallations. As a result, the Corporation’s sales process is often subject
to delays associated with lengthy gpprova processes atendant to significant capita expenditures. For
these and other reasons, the sdles cycle associated with the license of the Corporation’s products varies
subgtantialy from customer to customer and typicdly lasts from six to eighteen months during which time
the Corporation may devote significant time and resources to a prospective customer, including costs
associated with multiple ste vidts, product demondrations and feasibility studies, and experience a
number of significant delays over which the Corporation has no control. Any sgnificant or ongoing falure
by the Corporation to ultimately achieve such sdes could have a materid adverse effect on the
Corporation’s business, results of operations and financid condition. In addition, following license sdles,
the implementation period involves gpproximatdy eight to fourteen months for customer training and
integration with the cusomer’s other existing systems. A successful implementation program requires a
close working relationship between the Corporation, the customer and, generaly, third party consultants
and system integrators who assist in the process. There can be no assurance that delays or difficultiesin
the implementation process for any given customer will not have a materid adverse effect on the
Corporation’s business, results of operations and financia condition.

Product Liability

The Corporation’s systems include information that may relate to confidentid patient laboratory results
informetion and portions of medical histories and treatment plans. Improper disclosure of this information
or any falure by the Corporation’s systems to provide accurate and timely information could result in
cdams againg the Corporation by its clients or their patients. A successful clam brought againgt the
Corporation could have a materia adverse effect on the Corporation’s business or results of operations,
and even unsuccessful clams could result in the expenditure of subgantid funds in litigetion and the
diverson of management time and resources. There can be no assurance that the Corporation will not be
subject to such dams in the future, that such dams will not result in ligbility in excess of any insurance
coverage maintained by the Corporation with repect to such clams, that insurance will cover such cdlams
or that appropriate insurance will continue to be available to the Corporation at commercialy reasonable
rates.

Additional Financing

Additiond financing may be required to fund the Corporation’s working capita requirements and future
growth through additiond acquisitions. There can be no assurance that such financing will be available on
reasonable terms, or a dl, to meet future requirements. If any such additiond financing is obtained, it
could entall dilution of the net tangible book vaue of the Common Shares. If additiond financing is not
available, the Corporation may be required to curtall its activities.

Reliance on Third Party Licenses
The Corporation relies on certain software that it licenses from third parties, including software that is

integrated with internally developed software and used in the Corporation's products to perform key
functions. In particular, the Corporation currently relies exclusvely on Unify Corporation to supply the



Corporation with database products and certan development tools necessary to operate the
Corporation's ULTRA solution. There can be no assurance that these third-party software licenses will
continue to be available to the Corporation on commercidly reasonable terms. The loss of, or inability to
maintain, any of these software licenses, in particular with Unify Corporation, could result in delays or
reductions in product shipments until equivaent software can be developed, identified, licensed and
integrated, which could materialy adversdy affect the Corporation's business, results of operations and
financid condition.

International Sales

Management of the Corporation believes that its continued growth and profitability will require additiona
expangon of its sdes in foregn markets. This expanson has required, and will continue to require,
ggnificant management atention and financia resources and could adversdly affect the Corporation's
operating margins. In order o increase internationa sales in subsequent periods, the Corporation may
establish additiona foreign operations, hire additiona personne and recruit internationd resdlers. To the
extent that the Corporation is unable to expand internaiond sales in atimey and codt- effective manner,
the Corporation's business, results of operations and financid condition could be materidly adversely
affected. In addition, even with the possible recruitment of additiona personnd and internationd resdllers,
there can be no assurance that the Corporation will be successful in maintaining or increasing internationa
market demand for the Corporation's products.

Industry Growth

The overdl market for gpplication software in laboratory and hospitd information systems software
industries has experienced sgnificant growth in recent years. There can be no assurance that the market
for the Corporation's existing products will continue to grow, that industries will adopt the Corporation's
products or that the Corporation will be successful in establishing markets for its new products. If the
various markets in which the Corporation's products compete fail to grow, or grow more dowly than the
Corporation currently anticipates, or if the Corporation is unable to establish markets for its new products,
the Corporation's business, operating results and financia condition could be materidly adversdly affected.

No Prior Profitability

The Corporation has experienced revenue growth in recent years, but profit and loss performance has
varied widely on a quarterly and annua basis. The Corporation was not profitable during the years ended
December 31, 2001, 2000 and 1999. During the year ended December 31, 2001, the Corporation had
positive earnings before interest, depreciation and amortization of gpproximately $42,000 but used
subgtantial cash in its operations during the years ended December 31, 2001, 2000 and 1999. There can
be no assurance that the Corporation will establish a pogtive cash flow from operations in future periods.
See “Management’s Discusson and Analyss of Financid Condition and Results of Operations of the
Corporation”.

Limited Liquidity and Dilution

The Offering Price was negotiated between the Corporation and the Underwriters and purchasers are



cautioned that there may be limited liquidity for the Common Shares issuable upon the exercise of the
Specid Warrants issued pursuant to the Offering. Purchasers of the Specid Warrants will suffer
immediate dilution after giving effect to the Offering.

Control of Sharesby Management and Directors

F. Lee Green and Caryn Green have voting control over gpproximately 17.5% of the outstanding
Common Shares after giving effect to the exercise of Specid Warrants issued pursuant to the Offering.
Caryn Green las entered into a voting trust agreement with F. Lee Green dated October 17, 1997
pursuant to which F. Lee Green is entitled to exercise dl of the voting rights attached to her Common
Shares. In addition, John Albright is deemed to control gpproximately 17.6% of the outstanding Common
Shares, after giving effect to the exercise of Specia Warrants issued pursuant to the Offering, which are
registered to JL. Albright Il Venture Fund. Michag Graham, a director of the Corporation, is Vice-
President, Investments with Working Ventures Canadian Fund Inc. which owns approximately 10.1% of
the issued and outstanding Common Shares, after giving effect to the exercise of Specid Warrants issued
pursuant to the Offering. Such concentration of ownership may have the effect of delaying or preventing a
change in control of the Corporation. See “Principa Shareholders’ and “ Director and Officers’.

Regulation

The Corporation expects that the United States Food and Drug Adminigration (the “FDA”) is likely to
become increasingly active in regulating computer software that is intended for use in hedlthcare settings.
In March 1994, the FDA issued a letter advisng that the FDA considers medica devices to include
software products intended to maintain data used to assst personnel in making decisons concerning the
suitability of blood donors and the release of blood or blood components for transfusion or further
manufacture. As such, the FDA determined that manufacturers and distributors of these products, such as
the Corporation, are subject to FDA regulation. The FDA can impose extendive requirements governing
labelling and manufacturing.  Appropriate gpplications need to be filed with the FDA should the
Corporation elect to distribute its blood bank product in the United States. There can be no assurance
that the FDA will approve these gpplications once filed. The Corporation has registered with the FDA as
a device manufecturer. The Corporation is required to comply with quality systems regulations and
medica device reporting. There can be no assurance that the Corporation’s development processes are
in compliance with these regulations.

In addition, the hedthcare industry is subject to changing palitical, economic and regulatory influences that
may affect the procurement practices and operation of hedthcare providers. Many lawvmakers have
announced that they intend to propose programs to reform the United States hedlthcare system. These
programs may contan proposas to increese governmenta involvement in hedthcare, lower
rembursement rates and otherwise change the regulatory environment in which the Corporation’s dients
operate. Hedthcare providers may react to these proposas and the uncertainty surrounding such
proposds by curtalling or deferring investments, including those for the Corporation’s sysems.  Even if
hedlthcare providers do not curtail or defer investments, they may inditute cost containment measures in
anticipation of regulatory reform or for other reasons. These measures may result in grester selectivity in
the dlocation of capitd funds, which could have a materiad adverse effect on the Corporation’s ability to
&l its systems and services. The Corporation cannot predict with any certainty what impact, if any, such
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legidative or market-driven reforms might have on its business and results of operations. There can be no
assurance that such proposed changes, if adopted, would not have a materid adverse effect on the
Corporation’s business, results of operations and financia condition.

Dependence on Key Personnel

The success of the Corporation is largely dependent on the performance of its key employees and
directors. Failure to retain key employees and directors and to attract and retain additional key employees
with necessary <kills could have a materid adverse impact upon the Corporation's growth and
profitability. Compstition for highly skilled management, technicad and other employees is intense in the
software industry. The Corporation's progress to date has been dependent to a ggnificant extent on the
skills of the executive team, including F. Lee Green and Paula Hucko. The departure or desth of any of
the members of the Corporation’s executive team and key directors could have a materia adverse effect
on the Corporation’s business, results of operations and financia condition.

Dependence on Proprietary Technology

The Corporation relies on a combination of copyright and trademark laws, trade secrets, confidentidity
procedures and contractua provisions to protect its proprietary rights. Despite the Corporation's efforts
to protect its proprietary rights, unauthorized parties may attempt to copy aspects of the Corporation's
products or to obtain and use information that the Corporation regards as proprietary. Policing
unauthorized use of the Corporation's products is difficult, time-consuming and coslly.  Although the
Corporation is unable to determine the extent to which piracy of its software products exists, software
piracy is a posshility. In addition, the laws of certain countries in which the Corporation's products are
sold or licensed do not protect its products and intellectua property rights to the same extent as the laws
do in Canada, Audrdia, or the United States. There is no assurance that the Corporation's means of
protecting its proprietary rights will be adequate or that the Corporation's competitors will not
independently develop similar technology, the effect of either of which may be materidly adverse to the
Corporation’s business, results of operations and financid condition.

Management of Growth

The Corporation’s business has grown rapidly in the last severd years. The growth of the Corporation’s
busness and expanson of the Corporation’'s customer base has placed a dgnificant srain on the
Corporation's management and operations. The Corporation’s recent expanson has resulted in
subgtantia growth in the number of its employees, the scope of its operating and financiad systems and the
geographic area of its operations, resulting in increased respongbility for both exising and new
management personnel. The Corporation’s ability to support the growth of its business will be dependent
upon having in place highly trained internal and third party resources to conduct pre-saes activity, product
implementation, training and other customer support services. Accordingly, the Corporation’s future
operaing results will depend on the ability of its officers and other key employees to continue to
implement and improve its operationd, customer support and financia control systems, to expand, train
and manage its employee base and to work effectively with third party implementation providers. There
can be no assurance tha the Corporation will be able to manage its recent or any future expansion
successtully, and any inability to do so could have a materid adverse effect on the Corporation’ s business,



results of operations and financid condition.
Risk of Third Party Claimsfor Infringement

The Corporation is not aware that any of its products infringe the proprietary rights of third parties. There
can be no assurance, however, that third parties will not claim such infringement by the Corporation or its
licensees with respect to current or future products. The Corporation expects that software product
developers will increasingly be subject to such clams as the number of products and competitors in the
Corporaion's industry segment grows and the functiondity of products in different industry segments
overlgps. Any such cdams, with or without merit, could be time-consuming, result in codtly litigation,
cause product shipment delays or require the Corporation to enter into roydty or licensang agreements
which, if required, may not be available on terms acceptable to the Corporation. Any of the foregoing
could have a materidly adverse effect on the Corporation’s business, results of operations and financid
condition.

Currency Risk

A dggnificant portion of the Corporation's revenue is redized in United States dallars, with the mgority of
the baance redized in United Kingdom pound sterling, Audtradian and Canadian dollars. Fuctuaions in
the exchange rate between the United States dollar and other currencies may have a materid adverse
effect on the Corporation's results of operations and financid condition.

Risks Related to Acquisitions

The Corporation may continue to expand its operations or product offerings through the acquisition of

additiona businesses, products or technologies. There can be no assurance that the Corporation will be
able to identify, acquire or profitably manage additiona businesses or successfully integrate any acquired
businesses, products or technologies into the Corporation without substantial expenses, delays or other
operationa or financid problems. Futhermore, acquigitions may involve a number of specid risks,

including diverson of management's atention, failure to retain key personnd, unanticipated events or

circumgtances and legd liabilities, some or dl of which could have a materid adverse dfect on the
Corporation's business, results of operations and financia condition. In addition, there can be no
assurance that acquired businesses, products or technologies, if any, will achieve anticipated revenue and
income. Acquisitions could aso resut in potentialy dilutive issuances of equity securities. The falure of the
Corporation to manage its acquigtion strategy successfully could have a materid adverse effect on the
Corporation's business, results of operations and financia condition.

Potential Fluctuationsin Quarterly Results

The Corporation's quarterly operating results have in the past and may in the future fluctuate sgnificantly,
depending on factors such as the demand for the Corporation's products, the Size and timing of orders,
the number, timing and dggnificance of new product announcements by the Corporation and its
competitors, the ability of the Corporation to develop, introduce and market new and enhanced versions
of the Corporation's products on a timely basis, the level of product and price competition, changes in
operating expenses, changes in average sdlling prices and product mix, saes personnd changes, product
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returns and generd economic factors among others. Accordingly, estimates of the Corporation's results
prior to the end of a quarter may be uncertain. In particular, the Corporation's quarterly results are
affected by the timing of new releases of its products and upgrades and revenue recognition tied to
contracts. The Corporation's operating expenses are based on anticipated revenue levels in the short term
and are rdatively fixed and incurred throughout the quarter. As aresult, if the revenue is not redized in
the expected quarter, the Corporation's operating results could be materialy adversdy affected.
Quarterly results in the future may be influenced by these or other factors, including possible delays in the
shipment of new products, implementation delays, and purchasing delays of current products as customers
anticipate new product releases. Accordingly, there may be dgnificant variations in the Corporation's
quarterly operating results.

Need to Enhance M anagement Systems

The Corporation has experienced a period of growth in sales and personnel that has placed strain upon its
management systems and resources.  In the future, the Corporation will be required to continue to

improve its financid and management controls, reporting systems and procedures on atimely basis. There
can be no assurance that the Corporation will be able to effectively enhance its management sysems. The
Corporation's failure to do so could have a materid adverse effect upon the Corporation's business,

results of operations and financid condition.

DIVIDEND POLICY

The Corporation has not declared nor paid any dividends on its Common Shares during the last five fiscd
years and the Board of Directors has no current intention to pay dividends in the foreseeable future.

PRIOR SALES

The following sets forth the date and consderation per share of dl Common Shares issued by the
Corporation within the twelve months prior to the date hereof:

1 On July 10, 2001, the Corporation issued and sold 2,800,000 Common Shares for gross
proceeds of $3,500,000 (the “IPO Financing”). The Common Shares were issued as an initia
public offering of securities pursuant to a (find) prospectus dated June 28, 2001, a receipt for
which was issued on June 29, 2001, under the Mutua Reiance Review System from the
Securities commissons in the provinces of Ontario, British Columbia and Alberta On July 10,
2001 the Corporation’'s Common Shares were listed on the Canadian Venture Exchange, now
known as TSX Venture Exchange, trading under the stock symbol “TGG”. The Common Shares
were sold pursuant to an agency agreement (the “IPO Agency Agreement”) dated June 28, 2001
made between Y orkton Securities Inc., BayStreetDirect Inc. (collectively the “IPO Agents’) and
the Corporation. The price of the Common Shares was determined by negotiation between the
Corporation and the IPO Agents. The Corporation paid the IPO Agents a fee equa to 10% of
the gross proceeds of the IPO Financing, being an aggregate fee of $350,000, to act as agent in
connection with the IPO Financing. In addition, the Corporation issued compensation options to



the IPO Agents to purchase up to 336,000 Common Shares at a price of $1.25 during the firgt
year of thelr term and at a price of $1.45 in the second year of their term expiring on July 10,
2003. Asof the date hereof, 33,600 compensation options have been exercised.

On September 7, 2001, the Corporation issued and sold 170,000 Common Shares for gross
proceeds of $212,500 (the “Over-Allotment Financing”). Pursuant to the terms of the IPO
Agency Agreement, the Corporation granted to the IPO Agents an over-dlotment option (the
“Over-Allotment Option™) to acquire up to an aggregate of 420,000 additionad Common Shares.
The Over-Allotment Option was to be exercised by the IPO Agents, at their discretion, at any
time until September 10, 2001. The per share exercise price of the Over-Allotment Option was
equal to $1.25. On September 7, 2001, the IPO Agents exercised a portion of the Over-
Allotment Option for 170,000 Common Shares. The residua Over-Allotment Options expired
on September 10, 2001. The Corporation paid the IPO Agents afee equal to 10% of the gross
proceeds of the Over-Allotment Financing being an aggregate fee of $21,250, in connection with
the Over-Allotment Financing. In addition, the Corporation issued compensation options to the
PO Agents to purchase up to 20,400 Common Shares at a price of $1.25 during the first year of
their term and at a price of $1.45 in the second year of their term expiring on September 7, 2003.
As of the date hereof, 2,040 compensation options have been exercised.

On November 30, 2001, the Corporation issued and sold 1,782,000 Common Shares for gross
proceeds of $2,673,000 (the “2001 Private Placement”). The Common Shares were issued
pursuant to prospectus exemptions under gpplicable securities legidation in the provinces of
Ontario and Alberta. The Common Shares were sold pursuant to an underwriting agreement
dated November 30, 2001 (the “2001 Private Placement Underwriting Agreement”) made
between the Corporation and Yorkton Securities Inc. (the “Private Placement Underwriter”).

The price of the Common Shares was determined jointly by negotiation between the Corporation
and the Private Placement Underwriter. The Corporation paid the Private Placement Underwriter
afee equa to 8% of the gross proceeds of the 2001 Private Placement, being an aggregate fee of
$213,840, to act as underwriter in connection with the 2001 Private Placement. In addition, the
Corporation issued a compensation option to the Private Placement Underwriter to purchase
142,560 Common Shares at a price of $1.50 per Common Share until November 30, 2003. As
of the date hereof, no compensation options have been exercised.

Pursuant to the Employee Plan, the Corporation provided loans in the aggregate amount of

$241,598 relaing to the subscription of 80,533 Common Shares in 2000. These loans were
repaid in 2001. See“Options to Purchase Shares — Employee Stock Purchase Plan”.
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PRICE RANGE AND TRADING VOLUME OF COMMON SHARES

The Common Shares are listed on the TSX Venture Exchange, where they began trading on Juy
10, 2001. The following table sets out the high and low sdle prices and the volume of trading of such
shares for the periods indicated.

Period High® Low Volume®
2002
Junel-11 $2.80 $2.60 15,500
May $3.30 $2.60 1,007,098
April $3.00 $2.39 368,716
March $2.65 $2.30 116,352
February $2.70 $2.49 69,851
January $3.00 $2.25 273,642
2001
Fourth Quarter $2.75 $1.00 530,173
Third Quarter $1.35 $0.95 3522151
Notes:

() The high/low price includesintraday prices for the specific period.
2 Total volumeis shown for the specific period.

PROMOTERS

F. Lee Green, by virtue of his ongoing role in the operation of the Corporation, is consdered to be a
promoter of the Corporation. Any benefits received by Mr. Green have been in accordance with hisrole
as an executive officer of the Corporation. See * Executive Compensation”.

INTEREST OF MANAGEMENT AND OTHERSIN MATERIAL TRANSACTIONS

On January 25, 1999 and May 11, 1999, J. L. Albright Il Venture Fund advanced an aggregate of
$3,500,000 to the Corporation. $2,000,000 of the advance was supported by a convertible promissory
note bearing interest a a rate of 8% per annum. In addition to the interest paid to J. L. Albright 11
Venture Fund totdling approximately $20,000, a fee of $25,000 was paid by the Corporation to secure
the $2,000,000 advance. On March 11, 1999, the principal amount of the note was converted into
3,333,333 gpecid warrants which were subsequently converted into 666,667 Common Shares. The
remaining $1,500,000 of the advance was supported by a convertible non-interest bearing promissory
note. A fee of $50,000 was paid by the Corporation to J.L. Albright Il Venture Fund to secure the
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$1,500,000 advance. On July 13, 1999, the principa amount of the note was repaid to J. L. Albright 11
Venture Fund. John L. Albright, a director of the Corporation, is the sole shareholder, director and
Presdent of JLA Ultimate Management Inc., which is the genera partner of JL. Albright and Associates,
L.P. In addition, Mr. Albright owns 57.15% of J.L. Albright and Associates, L.P. which is the generd
partner of JL. Albright Il Venture Fund. JL. Albright Il Venture Fund is a principa shareholder of the
Corporation. See“Principa Shareholders’.

On June 30, 2000, the Corporation concluded a $3,000,000 convertible debenture financing (the
“Debenture Offering”) with two of its shareholders, JL. Albright 1l Venture Fund and Working Ventures
Canadian Fund Inc. J. L. Albright Il Venture Fund is represented on the Board of Directors by John L.
Albright. Working Ventures Canadian Fund Inc. is represented on the Board of Directors by Michadl

Graham, a Vice Presdent, Investments with Working Ventures Canadian Fund Inc. Pursuant to an

extenson agreement dated November 27, 2000, as amended on February 22, 2001 and June 28, 2001,
the Convertible Debentures were to be converted into Common Shares if an equity financing (“Qualifying
Financing”) of the Corporation in an amount of at least $2,000,000 during the period ending September
28, 2001 and theregfter in an amount of not less than $6,000,000, exclusive of any subscriptions by the
existing holders of Convertible Debentures, was completed by April 1, 2002. If the Qudifying Financing
was not completed by April 1, 2002, the Convertible Debentures were to be repaid on that date.

Coincident with the IPO Financing that was completed on July 10, 2001, the Convertible Debentures and
$246,245 in accrued interest thereon were converted into 2,596,996 Common Shares. The holders of

the Convertible Debentures received aggregate fees of $30,000 and each of the Convertible Debentures
bore interest at arate of 8% per annum. As additiona consideration, the Corporation issued Shareholder
Warrants to acquire an aggregate of up to 270,000 Common Shares. The Shareholder Warrants are
exercisable at an exercise price of $1.25 per Common Share. The Shareholder Warrants expire, as to
90,000 warrants on June 30, 2005, 90,000 warrants on November 27, 2005 and 90,000 warrants on

February 22, 2006.

The Corporation entered into a consulting agreement dated April 15, 2002 with XJ Partners Inc., a
company controlled by a trust that is an associate of William Tatham, a director of the Corporation.
Pursuant to such agreement, XJ Partners Inc. was provided with a mandate to undertake areview of the
Corporation and provide advice on drategic planning. For such services, XJ Partners Inc. will recelve a
consulting fee in cash and has been granted stock options under the Corporation’s New Option Plan to
acquire 180,000 Common Shares at an exercise price of $2.55 per Common Share for atwo year term,
of which options to acquire 135,000 Common Shares are subject to the Corporation receiving
shareholder approval to increase the maximum number of Common Shares available for issuance pursuant
to options granted under the Corporation’s New Option Plan. See “Options to Purchase Shares — New
Stock Option Plan” herein.

Other than the foregoing, the Corporation has completed no materia transaction within three years prior
to the date of this prospectus in which any director, senior officer or principa shareholder of the
Corporation, or any of their associates or ffiliates, had any materid interest, direct or indirect.



MATERIAL CONTRACTS

Except for contracts entered into in the ordinary course of business, the only materid contracts which
have been entered into by the Corporation in the two years immediately prior to the date hereof and
which can reasonably be regarded as presently materid are the following:

1.

2.

the Underwriting Agreement, described under “Plan of Digtribution”;
the Specid Warrant Indenture, described under “Plan of Digtribution”;
the 2001 Private Placement Underwriting Agreement, described under “Prior Sdes’;

the IPO Agency Agreement relaing to the July 10, 2001 initid public offering, described
under “Prior Sdes’;

the convertible debenture agreements issued pursuant to the Debenture Offering, discussed
under “Interest of Management and Othersin Materid Transactions’;

the Unify Resdler Agreement described under “Business of the Corporation — Resdller
Arrangements with Unify Corporation” and “Prior Sdes’; and

the employment agreement dated April 20, 2001 between the Corporation and Matthew
Bogart, described under “Business of the Corporation — Investor Relations Representative’.

Copies of these agreements will be available for ingpection at the principa office of the Corporation upon
reasonable notice during norma business hours from 9:00 am. to 4:30 p.m. during the course of
digribution of the Common Shares offered hereby.

LEGAL MATTERS

Certain matters relating to the securities qudified by this progpectus will be passed upon on behdf of the
Corporation by Gowling Lafleur Henderson LLP, and on behdf of the Underwriters by Wildeboer Rand
Thomson Apps & Dédlece, LLP.

LEGAL PROCEEDINGS

There are no ongoing or contemplated materid lega proceedings to which the Corporation is a party and
of which management is avare.



AUDITORS, REGISTRAR AND TRANSFER AGENT
The auditors of the Corporationare KPMG LLP, Toronto, Ontario.

The transfer agent and registrar for the Common Shares is Computershare Trust Company of Canada a
its principa transfer office in Toronto, Ontario.

PURCHASER'SSTATUTORY RIGHTS

Securities legidation in the provinces of Ontario and British Columbia provide purchasers with the right to
withdraw from an agreement to purchase securities. This right may be exercised within two business days
after receipt or deemed receipt of a prospectus and any amendment. The securities legidation further
provides a purchaser with remedies for rescisson or damages if the prospectus and any amendment
contains a misrepresentation or is not delivered to the purchaser, provided that such remedies for
rescisson or damages are exercised by the purchaser within the time limit prescribed by the securities
legidation of the purchaser’s province. The purchaser should refer to any applicable provisions of the
securities legidation of the purchaser’s province for the particulars of these rights or consult with a lega
advisor.

CONTRACTUAL RIGHT OF ACTION

In the event that a holder of a Specid Warrant, who acquires Common Shares upon the exercise of the
Specid Warrant as provided for in this progpectus, is or becomes entitled under gpplicable securities
legidation to the remedy of rescisson by reason of this prospectus or any amendment hereto containing a
misrepresentation, such holder shal be entitled to rescisson not only of the holder’'s exercise of the
Specid Warrant but also of the private placement transaction pursuant to which the Specia Warrant was
initialy acquired, and shdl be entitled in connection with that rescisson to afull refund of al consderation
paid to the Corporation on the acquigition of the Specid Warrant. In the event that such holder is a
permitted assignee of the interest of the origina Specid Warrant subscriber, such permitted assgnee shdl
be entitled to exercise the right of rescisson and refund granted hereunder as if such permitted assignee
was the origind subscriber. The foregoing is in addition to any other right or remedy available to a holder
of a Specia Warrant under section 130 of the Securities Act (Ontario), or otherwise at law.



CONSOLIDATED FINANCIAL STATEMENTS
TRIPLE G SYSTEMS GROUP, INC.
Y ear s ended December 31, 2001, 2000 and 1999

(with unaudited figuresas at March 31, 2002
and for thethree months ended March 31, 2002 and 2001)



AUDITORS REPORT

To the Directors of
Triple G Systems Group, Inc.

We have audited the consolidated balance sheets of Triple G Systems Group, Inc. as a December 31,
2001 and 2000 and the consolidated statements of operations and deficit and cash flows for each of the
years in the three-year period ended December 31, 2001. These financid satements are the
responsbility of the Corporation's management. Our responsbility is to express an opinion on these
financid statements based on our audits.

We conducted our audits in accordance with Canadian generdly accepted auditing standards. Those
gtandards require that we plan and perform an audit to obtain reasonable assurance whether the
financid datements are free of materid misstatement. An audit includes examining, on a test bas's,
evidence supporting the amounts and disclosures in the financia Satements. An audit dso includes
assessing the accounting principles used and sgnificant estimates made by management, as well as
evauating the overdl financid statement presentation.

In our opinion, these consolidated financid statements present fairly, in dl materia respects, the financid
position of the Corporation as a December 31, 2001 and 2000 and the results of its operations and its

cash flows for each of the yearsin the three-year period ended December 31, 2001 in accordance with
Canadian generdly accepted accounting principles.

Chartered Accountants

Toronto, Canada

March 8, 2002 except for note 16 whichisasof - .

67



TRIPLE G SYSTEM S GROUP, INC.
Consolidated Baance Sheets

March 31, December 31, December 31,

2002 2001 2000
(unaudited)
Assets
Current assets:
Cash and cash equivalents $ 2800225 $ 4763053 $ 1,220915
Accountsreceivable 4,918,612 4,282,479 3,188,821
Unbilled work in progress 1,907,586 1,992,769 430,727
Cash held in escrow (note 2) - - 751,140
Prepaid software licenses 753,872 498,999 619,821
Prepaid technical support fees 704,219 - -
Prepaid expenses, deposits and other 357,159 294,025 374,144
11,441,673 11,831,325 6,585,568
Deferred expenses (note 3) - - 1,785,077
Capital assets (note 4) 567,014 530,397 636,738
Intangibl e assets (note 5) - - 958,450
$ 12008687 $ 12361722 $ 10,015833
Liabilities and Shareholders Equity (Deficiency)
Current liabilities:
Accounts payable and accrued liabilities $ 2998921 $ 2880157 $ 2776207
Current portion of long-term debt (note 7) 265,467 456,667 731,248
Deferred revenue 4,990,556 5,014,404 4,250,255
8,254,944 8,351,228 7,757,710
Convertible debentures (note 6) - - 2,728,194
L ong-term debt (note 7) - - 456,667
Shareholders' equity (deficiency):
Capital stock (note 8) 28,736,838 28,719,973 21,730,825
Equity portion of convertible debentures (note 6) - - 399,594
Deficit (24,983,095) (24,700,479) (23,057,157)
3,753,743 4,010,494 (926,738)
Commitments (note 11)
Subsequent event (note 16)
$ 12008687 $ 12361722 $ 10,015833

See accompanying notes to consolidated financial statements.

On behalf of the Board:

“F. Lee Green” F. Lee Green, Director

“John L. Albright” John L. Albright, Director



TRIPLE G SYSTEM SGROUP, INC.
Consolidated Statements of Operations and Deficit

Threemonths Three months

ended ended VYearended Yearended Year ended
March 31 March 31 December 31 December 31 December 31
2002 2001 2001 2000 1999

(unaudited) (unaudited)

Revenue $ 5067530 $ 4927132 $ 19635726 $ 13458499 $ 11,587,201
Cost of revenue 1,900,777 1,734,910 7,250,929 4,987,061 4,151,839
3,166,753 3,192,222 12,384,797 8,471,438 7,435,362

Expenses:
Sales and marketing 893,073 835,672 3,214,001 3,436,292 1,939,179
Research and development 1,254,976 1119177 4,469,373 5,733,319 4,540,302
General and administrative 1,199,618 1,012,028 4,659,790 4,439,422 3,375,277
3,347,667 3,016,877 12,343,164 13,609,033 9,854,758
Earning (loss) before the following (180,914) 175,345 41,633 (5,137,595) (2,419,396)
Interest expense 22812 139,786 329,139 433,408 148,052
Depreciation 69,890 75,840 406,366 330,261 346,315
Amortization - 274,631 958,450 1,099,895 687,161
92,702 490,257 1,693,955 1,863564 1,181,528
Lossfor the period (273,616) (314,912 (1,652,322 (7,001,159) (3,600,924)
Deficit, beginning of period (24,709,479) (23,057,157) (23,057,157) (16,055,998) (12,455,074)
Deficit, end of period $ (24983095 $ (23372069 $ (24709479 $ (23057157) $ (16,055,998)

L oss per Common Share (note 13):
Basic and diluted $ (001 $ (003 ¢ 01D (060 $ (040

Weighted average number of Common Shares
outstanding (in thousands) (note 13) 19,132 11,691 14,530 11,673 9,076

See accompanying notes to consolidated financial statements.
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TRIPLE G SYSTEM S GROUP, INC.
Consolidated Statements of Cash Flows

Threemonths Three months

ended ended Yearended VYearended Year ended
March 31, March 31, December 31, December 31, December 31,
2002 2001 2001 2000 1999
(unaudited) (unaudited)
Cash provided by (used in):
Operating activities:
Lossfor the period $ (273616) $ (314912 $ (1,652322) $ (7001,159) $ (3,600,924)
Items not involving cash:
Amortization - 274,631 958,450 1,009,895 687,161
Depreciation 69,890 75,840 406,366 330,261 346,315
Interest on convertible debentures - 102,289 352,466 127,788 -
Decrease in deferred expenses - - - 575,330 264,239
Foreign exchange gain (9,590) (27,414) (67,395) (39,416) 39,029
(213,316) 110434 (2,435) (4,907,301) (2,264,180)
Changes in non-cash working capital (note 10) (1,478,260) (588,910) (1,586,715) 2,339,387 (934,943)
(1,691,576) (478,476) (1,589,150) (2,567,914) (3,199,123)
Financing activities:
I ssuance of Common Shares (note 8) 16,865 59,926 6,445,426 393,148 8,501,000
Share issues costs - (5,865) (1,151,400) (59,419) (883,327)
Increase in convertible debentures - - - 3,000,000 -
Decrease in bank indebtedness - - - - (140,000)
Increasein long-term debt - - - - 2,000,000
Principal repayments of long-term debt (191,200) (179,938) (731,248) (664,930) (284,583)
(174,335) (125,877) 4,562,778 2,668,799 9,193,090
Investing activities:
Increase in deferred expenses - - - - (1,246,998)
Net assets of acquired subsidiary, net of
cash on hand (note 2) - - - - (2,453,877)
Additionsto capital assets (106,507) (16,895) (250,025) (400,871) (324,278)
Decrease in cash held in escrow - 54,360 751,140 569,910 (1,321,050)
(106,507) 37,465 501,115 169,039 (5,346,203)
Foreign exchange gain (loss) incash heldina
foreign currency 9,590 27414 67,395 39,416 (39,029)
Increasein cash and cash equivalents (1,962,828) (539,474) 3,542,138 309,340 608,735
Cash and cash equivalents, beginning of period 4,763,053 1,220,915 1,220,915 911,575 302,840
Cash and cash equivalents, end of period $ 2,800,225 $ 681,441 $ 4763053 $ 1220915 $ 911,575

See accompanying notes to consolidated financial statements.
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TRIPLE G SYSTEM S GROUP, INC.

Notes to Consolidated Financid Statements

Y ears ended December 31, 2001, 2000 and 1999 (All amounts as at March 31, 2002 and for the
three months ended March 31, 2002 and 2001 are unaudited)

Triple G Systems Group, Inc. (the “Corporation”) is incorporated under the laws of Ontario and is
engaged in the desgn, devdopment, marketing, licenang, ingdlation and support of software that
enables hospitals, clinics and private reference laboratories to automate their complex laboratory
processes and manage their large volumes of clinica data. The Corporation’s software solutions are
designed to automate and streamline the operations of clinica |aboratories and provide red-time access
to such data for users of laboratory information.

1.

Significant accounting policies:

The accounting policies of the Corporation conform to those generaly accepted in Canada
Sgnificant accounting policies are summarized below:

(8 Basisof presentation:

The consolidated financia statements include the accounts of the Corporation and its wholly-
owned subsdiaries, Triple G Corporation, Triple G USA Corporation, Triple G Aga Pecific
Pty. Ltd., Triple G Limited, 3G Corporation, and Systemes d Information Sl - 4 Inc. All
intercompany accounts and transactions have been diminated.

(b) Revenue recognition:

Revenue from software license fees and sde of the Corporation's products and servicesis
recognized using the percentage-of-completion method of contract accounting based on the
ratio of tota labour hours incurred to date to estimated labour hours. Changes in job
performance, job conditions, estimated profitability and find contract settlement may result in
revisions to contract costs and income and are recognized in the period in which the revisions
are determined. Provisonsfor estimated |osses on contracts are recognized when identified.

Amounts are generdly hillable upon reaching certain performance milestones as defined by
individua contracts. Revenue in excess of contract billings is recorded as unbilled work in
progress. Billings rendered in advance of performance under contracts are recorded as
deferred revenue.

Software and hardware maintenance revenue is recognized rateably over the life of the

maintenance agreements.  Revenue from computer hardware sdes is recognized upon
shipment.
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1.

Significant accounting policies (continued):

(c) Foreign currency trandation:

The Corporation trandates foreign currency denominated transactions and the financid
datements of operationdly dependent foreign operations usng the tempora method.
Monetary assets and liabilities which are denominated in foreign currencies are trandated at
year-end exchange rates. Non-monetary assets and liabilities are trandated at rates in effect
on the dates of the transactions. Revenue and expenses are trandated at average rates in
effect during the year with the exception of depreciation and amortization which are trand ated
a higoric rates. Exchange gains or losses on trandation of current monetary items are
reflected in the consolidated statements of operations and deficit in the year in which they
occur.

(d) Research and devel opment:

Research costs are expensed as incurred. Development costs are expensed as incurred
unless such costs mest the criteria for deferrd and amortization under generdly accepted
accounting principles. To date, the Corporation has not deferred any development costs.

(e) Cash and cash equivaents:

Cash and cash equivdents include highly liquid ingruments with an origind maturity of less
than 90 days. The carrying amounts of cash and cash equivadents are stated a cost which
goproximate fair values.

(f) Capital assets

Capita assets are recorded at cost and are amortized at rates which fully amortize the assets
over ther esimated useful lives asfollows:

Asset Basis Rate
Office furniture and equipment Declining balance 20%
Computer hardware Straight line 3years
Computer software Declining balance 100%
Leasehold improvements Straight line Over term of lease

In the year of addition, the Corporation amortizes capital assets at haf of the above rates.
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1.  Significant accounting policies (continued):

(9) Prepaid software licenses.

The Corporation purchases software licenses that underlie its agpplications.  Under its
arrangement with a supplier, the Corporation prepays license fees in order for the licenses to
be available to customers. The Corporation records the purchase of the software licenses as
deferred expenses.

(h) Acquired softwarerights:

Acquired software rights, which include software under development, are amortized on a
draight-line bads over periods ranging from one year to thirty months. The Corporation
regularly reviews the recoverahility of the acquired software rights by determining whether the
amortization of the acquired software rights baance over its estimated remaining life can be
recovered through projected future undiscounted income from operations before the effects of
the amortization.

In August 2001, The Canadian Indtitute of Chartered Accountants (the "CICA") issued
Handbook Section 3062, "Goodwill and Other Intangible Assets' (" Section 3062"). Section
3062 will require that goodwill and intangible assets with indefinite ussful lives no longer be
amortized, but instead be tested for impairment at least annudly by comparing the carrying
vaue to the respective fair value. Section 3062 aso requires that intangible assets with
edimated useful lives be amortized over ther respective estimated useful lives to ther
estimated resdua values, and reviewed for impairment by assessing the recoverability of the
carying vaues.

The Corporation has adopted the provison of Section 3062 effective January 1, 2002. As of
the date of adoption of Section 3062, the Corporation had no unamortized intangible assets.

(i) Management estimates:

The preparation of financid Statements in conformity with generdly accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and ligbilities at the date of
the financid statements and the reported amounts of revenue and expenses during the yesar.
Actua results could differ from those estimates.

In connection with the determination of the percentage- of-completion of contracts in progress,
the Corporation estimates the number of hours needed to complete implementations in
progress. These estimates are based on contract implementation plans and assessment of
work necessary to complete the contract. Actual results could differ from those estimates.
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1.

Significant accounting policies (continued):

(j) Financid instruments and concentration of credit risk:

Financid instruments consst of cash and cash equivaents, accounts receivable and accounts
payable and accrued liabilities. The Corporaion determines the fair vaue of its financid
instruments based on quoted market values or discounted cash flow andyses. The recorded
amounts of financid instruments approximete ther fair vaues.

Financid instruments that potentialy subject the Corporation to concentrations of credit risk,
cong s primarily of cash and cash equivalents and accounts receivable. The Corporation sdlls
its software products and services directly to end users and maintains reserves for potentia

credit losses, but historicaly has not experienced any sgnificant losses rdated to individua

customers a groups of customers in any geographic area. The Corporation does not make
use of derivative insruments.

(k) Stock-based compensation plans:

The Corporation has three stock-based compensation plans which are described in note 9.
No compensation expense is recognized for the plans when shares or stock options are issued
to employees. Any consderation paid by employees on exercise of stock options or
purchase of stock is credited to capita stock.

In December 2001, the CICA issued Handbook Section 3870, " Stock-based Compensation
and Other Stock-based Payments' (“"Section 3870"), which the Corporation adopted on
January 1, 2002. Section 3870 establishes standards for the recognition, measurement and
disclosure of stock-based compensation and other stock-based payments made in exchange
for goods and services provided by employees and non-employees. It appliesto transactions
in which shares of common stock, stock options or other equity instruments are granted or
ligbilities incurred based on the price of common stock or other equity instruments. The new
dandard permits the Corpordtion to continue its existing policy of not recognizing
compensation expense on the grant of stock options to employees. Consideration paid by
employees on the exercise of stock options is recorded as capital stock. Had the
Corporation gpplied the fair-vaue based method of accounting, there would not have been a
materia adjustiment to the consolidated financia statements.
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1.

Significant accounting policies (continued):

() Loss per common share:

Effective January 1, 2001, the Corporation retroactively adopted the new recommendations
of the CICA Handbook Section 3500, "Earnings per Share, with respect to the computation
of diluted loss per common share. Under the new standards, the treasury stock method is
used in determining the dilutive effect of options. Previoudy, the imputed earnings gpproach
was used. Asaresult of this change, diluted loss per common share did not change.

Basic loss per common share figures are computed by dividing net loss by the weighted
average shares outstanding during the year. Diluted loss per share figures are computed
smilar to basic loss except that the weighted average shares outstanding are increased to
include additiond shares from the assumed exercise of stock options, compensation options,
Financing Warrants, and Shareholder Warrants, if dilutive. The number of additiond sharesis
cdculated by assuming that outstanding options and warrants are exercised at the exercise
price.

Business combination:

On May 19, 1999, the Corporation entered into an option purchase agreement with United Hi-
Tech Limited (“UHT”), providing for the purchase from UHT of certain rights under a cdl option
agreement between UHT and Triple G Corporation Pty. Ltd., an unrdated Audrdian
corporation, as trustee for the Triple G Corporation Unit Trust, an Audrdian trust (“Ausco”).
Pursuant to the exercise of the rights so acquired, the Corporation entered into a software
purchase agreement with Ausco providing for the purchase from Ausco of the Ultra software in
the territories not previoudy owned by the Corporation’s subsdiary, Triple G Corporation. In
connection with this transaction, the Corporation formed Triple G Asa Pacific Pty. Ltd. (“Triple
G Aga Pacific’), which acquired certain assets and assumed certain ligbilities of Ausco. The
aggregate purchase price for the option rights to the software and certain net assets of Ausco was
approximately $2,351,000 (Austrdian dollars (“A”) $ 2,404,000) which was paid on closing in
cash. Acquistion expenses incurred in connection with this transaction were gpproximately
$103,000.

The fair value of the net assets acquired and liabilities assumed of Ausco as a May 19, 1999 is
summarized asfollows

Current assets $ 212,400
Capital assets 124,200
Acquired software rights 2,745,500
Current liabilities (190,400)
Deferred revenue (437,700)
Total cash consideration $ 2,454,000
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2. Businesscombination (continued):

In addition, Triple G Ada Pecific dso entered into a services agreement with Ausco whereby the
latter would provide services of three individuds for athirty-month period. In connection with this
agreement, Triple G Asa Pacific entered into an escrow agreement with Ausco and the
Corporation, providing for the deposit in escrow of $1,462,500 (A $1,500,000) (the “Trust

Fund™) in respect of payments to be made under the services agreement between Triple G Asa
Pacific and Ausco, and granting to Ausco a security interest in the Trust Fund. The Corporation
has made the scheduled payments totalling $388,680 (A$450,000) during 2000 and $141,450
(A$150,000) during 1999. On December 22, 2000, pursuant to an amendment to the escrow
agreement, the resdua Trust Fund was converted into Augtrdian dollars and $163,000, which is
net of $18,230 in fees, was released to the Corporation. The Corporation paid the residua

amount of $751,140 (A$900,000) in May 2001.

The acquisition was accounted for by the purchase method and the results of operations of the
acquired business have been included in the consolidated statement of operations and deficit from

the date of acquigition.

3. Deferred expenses.

On October 29, 1999, the Corporation entered into a value added resdler agreement with Unify
Corporation ("Unify") where the Corporation agreed to purchase a minimum of U.S. $1,500,000
of Unify software licenses during the two-year period ending October 29, 2001. The Corporation
has since renewed the vaue added resdller agreement until January 17, 2004. In order to satisfy
a portion of its obligation to prepay this commitment, the Corporation issued 595,026 Common
Shares a a price of $3.00 each, which were held in escrow. The Corporation had the right to
require Unify to sdll dl or part of these Common Shares back to the Corporation at a specified
price of U.S. $2.04 on or before October 31, 2001. The Corporation did not exercise this right
and the shares in escrow as of October 31, 2001 were returned to treasury and the deferred

expense balance was reduced.

The Corporation currently relies exclusvely on Unify to supply the Corporation with database

products necessary to operate the Corporation's ULTRA products.
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4. Capital assets:

Accumulated Net book

March 31, 2002 (unaudited) Cost depreciation value
Office furniture $ 260,020 $ 157,742 $ 102,278
Computer hardware 859,406 500,545 358,861
Computer software 466,923 444132 22,791
Office equipment 173,611 90,527 83,084
$ 1,759,960 $ 1,192,946 $ 567,014

Accumulated Net book

December 31, 2001 Cost depreciation value
Office furniture $ 255,056 $ 150,239 $ 104,817
Computer hardware 1,473,946 1,103,888 370,058
Computer software 463597 436,327 27,270
Office equipment 115,260 87,008 28,252
$ 2307859 $ 1,777,462 $ 530,397

Accumulated Net book

December 31, 2000 Cost depreciation value
Office furniture $ 233,938 $ 114,340 $ 119,598
Computer hardware 1,285,004 824,761 460,243
Computer software 429,176 373,752 55,424
Office equipment 118,897 80,457 38,440
L easehold improvements 71,861 58,828 13,033
$ 2138876 $ 1452138 $ 686,738
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5. Intangible assets:

Accumulated Net book
December 31, 2001 Cost amortization value
Acquired software rights $ 2745506 $ 2745506 $ -
Accumulated Net book
December 31, 2000 Cost amortization value
Acquired software rights $ 2745506 $ 1,787,056 $ 958,450

6. Financing from shareholders:

On June 30, 2000, the Corporation obtained $3,000,000 in bridge financing comprised of
$2,000,000 in a secured convertible debenture issued to JL. Albright Il Venture Rund and
$1,000,000 in a secured convertible debenture issued to Working Ventures Canadian Fund Inc.
("Convertible Debentures'), both principa shareholders of the Corporation with representation on
the Board of Directors. The Corporaion paid a financing fee of $30,000. The Convertible
Debentures bore interest a a rate of 8% per annum. The Convertible Debenture holders
received, in aggregate, warrants (" Shareholder Warrants') to acquire up to 270,000 Common
Shares. The Shareholder Warrants, having an exercise price of $1.25 each, expire as to 90,000
warrants on June 30, 2005, 90,000 warrants on November 27, 2005 and 90,000 warrants on
February 22, 2006. Pursuant to an amendment agreement dated June 28, 2001, the Convertible
Debentures, including accrued interest, were convertible into equity on the same terms as any
equity financing of the Corporation of at least $2,000,000 during the period ending September
28, 2001 and theresfter in an amount of not less than $6,000,000, exclusive of any subscriptions
by the existing holders of Convertible Debentures. The Convertible Debentures were secured by
afloating charge on dl assets and undertakings of the Corporation subordinate to the interests of

the Corporation's bank and long-term debt.

The estimated fair value of the conversion privilege was $399,594 at the time of issue and thiswas
recorded as equity. At June 30, 2000, the fair vaue of the Corporation's obligation to make

future payments was $2,600,406 with an effective interest rate of 18% per annum.

Coincident with the equity financing that was completed on July 10, 2001 (note 8)

, the

Convertible Debentures and $246,245 in accrued interest thereon were converted into 2,596,996

Common Shares.
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7.  Long-term debt:

March 31 December 31 December 31
2002 2001 2000

(unaudited)
Subordinated debt $ 265,467 $ 456,667 $ 1158487
Termloan - - 29,428
265,467 456,667 1,187,915
Less current portion 265467 456,667 731,248
$ - $ - $ 456,667

On July 13, 1999, the Corporation obtained $2,000,000 subordinated debt financing from
GATX/MM Venture Finance Partnership. The subordinated debt is repayable over 36 monthsin
equa monthly ingtalments of principal and interest of $68,307. The debt bearsinterest at arate of
13.95% and is secured by a generd security agreement and guarantees from Triple G
Corporation, Triple G USA Corporation and Triple G Asa Pacific Pty. Ltd. ("Guarantors") which
is subordinated to the generd security agreement covering al assets of the Corporation held by
the Corporation's bank. In addition, the Corporation has pledged the shares of the Guarantors.
The Corporation has dso granted 153,333 warrants to GATX/MM Venture Finance Partnership
("Financing Warrants') which entitle the holder thereof to purchase up to 153,333 Common
Shares a a price of $3.00 per Common Share. The Financing Warrants expire on the later of: (a)
two years from the date the Common Shares are listed on The Toronto Stock Exchange or

NASDAQ, but in any event not longer than July 13, 2009; or (b) July 13, 2004.

8. Capital stock:

(@ Authorized and issued:

The Corporation is authorized to issue an unlimited number of Common Shares and Class A
preference shares. On September 7, 2000, the shareholders of the Corporation authorized
the Class A preference shares to be issuable in series. The Corporation has no preference

shares outstanding.

Pursuant to articles of amendment certified effective June 13, 2001, the Corporation amended
its articles to consolidate dl of the issued and outstanding Common Shares on the basis of one

post-consolidation Common Share for every five pre-consolidation Common Shares.

All

references to Common Shares and per Common Share information in these consolidated

financial statements are stated on a post-consolidation basis.
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8. Capital stock (continued):

The capital stock transactions of the Corporation for the three months ended March 31, 2002

(unaudited) and the years ended December 31, 2001 and 2000 are as follows:

Number of Recorded value
common of common
shares shares
Balances as at December 31, 1999 12,215,640 $ 21,397,006
Issued for cash 2371 8,155
Issued under the employee plan 148,307 444,919
Promissory notes owing from employees (80,533) (59,926)
Share issue costs — (59,419)
Balances as at December 31, 2000 12,286,285 21,730,825
Payment of promissory notes owing from employees 80,533 59,926
Initial public offering 2,800,000 3,500,000
Conversion of convertible debentures 2,596,996 3,246,245
Equity portion of convertible debentures reclassified to
capital stock - 233954
Over-alotment option 170,000 212,500
Cancellation of Common Sharesissued to Unify (note 3) (595,026) (1,785,077)
Private placement 1,782,000 2,673,000
Share issue costs — (1,151,400)
Balances as at December 31, 2001 19,120,788 28,719,973
Compensation Options exercised (unaudited) 10,692 13,365
Stock options exercised (unaudited) 1,400 3,500
Balances as at March 31, 2002 (unaudited) 19,132,880 $ 28,736,838

On Juy 10, 2001, the Corporation completed a $3,500,000 initid public offering and issued
2,800,000 Common Shares. Coincident with this financing and pursuant to the terms of the
Convertible Debentures (note 6), the principa and accrued interest thereon aggregeting

$3,246,245, were converted into 2,596,996 Common Shares.

In conjunction with the July 10, 2001 financing, the Corporation granted to the agents of the
financing over-alotment options to acquire up to 420,000 Common Shares. On September 7,
2001, the agents exercised a portion of the options for 170,000 Common Shares for gross

proceeds of $212,500. The residual over-dlotment options expired on September 10, 2001.

On November 30, 2001, the Corporation completed a private placement of 1,782,000 Common

Shares for gross proceeds of $2,673,000.
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8. Capital stock (continued):

(b) Warrants and compensation options:

The Corporation has issued 153,333 Financing Warrants to GATX/MM Venture Finance
Partnership, which entitles the holder thereof to purchase up to 153,333 Common Shares a a
price of $3.00 per Common Share (note 7). The Corporation has aso issued Shareholder
Warrants to the holders of the Convertible Debentures which entitle the holder to acquire an

aggregate of up to 270,000 Common Shares (note 6).

In conjunction with the initid public offering, over-alotment option and private placement
financing, the Corporation granted compensation options to the agents of the financing to
acquire up to 498,960 Common Shares. Each compensation option has an exercise price

and expiry date asfollows:

Number of Number of
options options
Options granted asat March 31 asat December 31 Exercise Expiry
in connection with 2002 2001 price date
(unaudited)
Initial public offering 325,308 336,000 $1.25- $1.45 July 10, 2003
Over-allotment option 20,400 20,400 $1.25-$145 September 7, 2003
Private placement 142,560 142,560 $1.50 November 30, 2003
433,268 493,960

9. Stock-based compensation plans:

At December 31, 2001, the Corporation has three stock-based compensation plans, which are

described below:

(8 Old stock option plan:

Under the old stock option plan (the "Old Option Plan"), the Corporation may grant options
to its directors and employees for up to 1,050,000 Common Shares. Effective June 21,
2000, a new stock option plan was initiated and no further options can be granted from the
Old Option Plan. Under the OId Option Plan, the exercise price of each option was

established at the discretion of the Board of Directors at the time the option is granted.
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9. Stock-based compensation plans (continued):

Options expire five years from the date of grant and may be exercised in whole or in part at
any time after the first anniversary of the date of grant, subject to vesting over three years.
Generdly options granted vest quarterly in arrears, commencing with the first cdendar quarter
after the date of grant but the Board of Directors has the authority to accelerate the vesting
condiition.

A summary of the dtatus of the Corporation's Old Option Plan as a March 31, 2002
(unaudited) and as at December 31, 2001 and 2000 and changes during the periods then
ended is presented below:

Weighted Weighted Weighted

Number of average  Number of average  Number of average
options exercise options exercise options exercise
March 31 price Dec. 31 price Dec. 31 price
2002  per share 2001  per share 2000  per share

(unaudited) (unaudited)

Options outstanding at

beginning of period 721,633 $ 291 840,075 $ 289 515050 $ 280
Granted - - - - 327,896 3.00
Exercised (1,400) (2.50) - - (2,871 284
Expired (43,333 (2.84) (118,442) (2.79 - -
Options outstanding,

end of period 676,900 $ 291 721633 $ 291 840,075 $ 289
Options exercisable,

end of period 586,000 $ 290 589,283 $ 289 483,075 $ 283

Weighted Weighted Weighted
Number of average average average
options remaining Number of remaining Number of remaining
March 31 contractual options contractual options contractual
2001 life Dec. 31 life Dec. 31 life
(unaudited) outstanding 2001 outstanding 2000 outstanding
(unaudited)
Broken down by exercise price:

$2.50 118800  l.dyears 134200  1.2years 184,783  2.3years
$3.00 558100  2.5years 587433  26years 655292  4.3years

676,900 721,633 840,075
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9. Stock-based compensation plans (continued):

Options as at December 31, 2001 expire as follows:

Y ear of expiry Number of options
2002 78,833
2003 79,400
2004 361,300
2005 202,100

721,633

(b) New stock option plan:

On June 21, 2000, the Corporation established a new stock option plan (the "New Option
Pan™) under which the Corporation may grant options to its directors and employees for up to
1,000,000 Common Shares. Under the New Option Plan, the exercise price of each option
will not be less than the "market price’ as defined in the New Ogption Plan.

Options expire five years from the date of grant and may be exercised in whole or in part
subject to vesting. Generdly granted options vest quarterly in arrears over three years,
commencing with the first cdendar quarter after the date of grant but the Board of Directors
has the authority to accelerate the vesting conditions.

A summary of the status of the Corporation's New Option Plan as at March 31, 2002
(unaudited) and as at December 31, 2001 and 2000 and changes during the periods then
ended is presented below:

Weighted Weighted Weighted

Number of average  Number of average  Number of average
options exercise options exercise options exercise
March 31 price Dec. 31 price Dec. 31 price
2002  per share 2001  per share 2000  per share

(unaudited) (unaudited)

Options outstanding at

beginning of period 886,133 $ 173 28,800 $ 300 - $ -
Granted 27,500 260 857,333 1.69 28,800 3.00
Expired (5,333) 134 - - - -
Options outstanding,

end of period 908,300 $ 176 886,133 $ 173 28,800 $3.00
Options exercisable,

end of period 198,508 $ 207 128,925 $ 224 - $
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9. Stock-based compensation plans (continued):

Weighted Weighted Weighted

average average average

Number of  remaining Number of remaining Number of remaining
options contractual options contractual options contractual
March 31 life Dec. 31 life Dec. 31 life
2001 outstanding 2001 outstanding 2000 outstanding

(unaudited) (unaudited)

Broken down by exercise price:

$1.25 597,000  4.3years 600333  4.6years

$1.50 45500  4.6years 47500  4.9years

$2.00 5000 4.7years 5000 5.0years

$2.60 27500  5.0years - - - -

$3.00 233300 3.8years 233300 4.0years 28800  4.7years
908,300 886,133 28,800

Options as a December 31, 2001 expire as follows:

Y ear of expiry Number of options
2002 3,333
2005 50,800
2006 832,000

886,133

(c) Employee stock purchase plan:

In April 2000, the Corporation received subscriptions from eligible participants to purchase
150,000 Common Shares available under its employee stock purchase plan (the "Employee
Plan") at a price of $3.00 each. Subsequent to this, a subscription to purchase 1,693
Common Shares was cancelled. The Corporation offered non-interest bearing loansto assist
employees who purchased shares under the Employee Plan. On December 31, 2000,
$59,926 in promissory notes relating to the purchase of 80,533 Common Shares remained
unpaid. These promissory notes were repaid during the year ended December 31, 2001 and
the 80,533 Common Shares have been issued pursuant to the Employee Plan.
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10.

Supplemental cash flow information:

(@ Changes in nontcash working capitd as per the consolidated statement of cash flows is

comprised of the following:
Threemonths  Three months
ended ended Y ear ended Y ear ended Y ear ended
March 31, March 31, December 31, December 31, December 31,
2002 2001 2001 2000 1999
(unaudited) (unaudited)
Accountsreceivable $ (636,133) $ 380,625 $ (1,093,658) $ 228330 $(1,613,654)
Unbilled work in
progress 85,183 (320,809) (1,562,042) (430,727) -
Prepaid software
licenses (254,873) 289,405 120,822 - -
Prepaid technical
support fees (704,219) (377,590) - - -
Prepaid expenses,
deposits and other (63,134) 139,793 80,119 (250,498) 65,807
Accounts payable and
accrued liabilities 118,764 387,818 103,895 928,862 558,438
Deferred revenue (23,848) (1,088,152 764,149 1,863,420 54,466
$(1,478,260) $ (588,910) $ (1,586,715) $ 2,339,387 $  (934943)
(b) Cash paid (received) during the period:
Threemonths  Three months
ended ended Y ear ended Y ear ended Y ear ended
March 31, March 31, December 31, December 31, December 31,
2002 2001 2001 2000 1999
(unaudited) (unaudited)
Interest paid $ 28,988 $ 105,402 $ 281,946 $ 367,248 $ 251,238
Interest received (6,176) (8,726) (59,029) (85,638) (103,186)
$ 22812 $ 96,676 $ 222917 $ 281,610 $ 148,052
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10. Supplemental cash flow information (continued):

(c) Non-cash conversion of Convertible Debentures to Common Shares:

Threemonths  Three months
ended ended Y ear ended Y ear ended Y ear ended
March 31, March 31, December 31, December 31, December 31,
2002 2001 2001 2000 1999
(unaudited) (unaudited)
Principal amount of
Convertible
Debentures $ - $ - $ 3,000,000 $ $
Accrued interest
thereon 246,245
3,246,245
Accretion of
Convertible
Debentures 106,221
$ - $ - $ 3,352,466 $ $

11. Commitments

The Corporation leases equipment and premises under non-cancellable operating leases extending

to various dates to 2006.

The annud lease commitments are asfollows:

2002 $ 1,008,000
2003 407,000
2004 387,000
2005 365,000
2006 312,000

$ 2,479,000
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Y ears ended December 31, 2001, 2000 and 1999 (All amounts as at March 31, 2002 and for the

three months ended March 31, 2002 and 2001 are unaudited)

12.

I ncome taxes:

The provison for income taxes differ from the amount computed by applying the Canadian federd
datutory income tax rates to the Corporation’s loss for the years ended December 31, 2001 and

2000 are asfollows:

2001 2000
Lossfor the year $ (1652322 $ (7,001,159)
Income taxes based on combined basic
Canadian federal and provincial income tax
rate of 42.12% (2000 - 44%) $ (695,963) $ (3,080,510)
Tax effect of:
Changein enacted rates 464,920 92,892
Lower tax rate for foreign subsidiary 15,898 370,327
Depreciation and amortization - 566,373
Share issue costs (265,598) -
Changein valuation allowance 453,360 1,816,955
Other 27,383 233,963
Total incometaxes $ — $ —

The Corporation has accumulated losses for federal income tax purposes, which are available to
reduce taxable income in future periods. The benefit of these losses has not been reflected in
these consolidated financia statements. The losses will expire asfollows

2002 (Canadian entities)

2003 (Canadian entities)

2004 (Canadian entities)

2005 (Canadian entities)

2006 (Canadian entities)

2008 (Canadian entities)

2020 (USA entity)

2021 (USA entity)

Indefinite (Australian and United Kingdom entities)

1,213,000
2,328,000
1,274,000
975,000
443,000
2,199,000
1,855,000
198,000
3,953,000
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12. Income taxes (continued):
Significant components of the Corporation's future tax assets as a December 31, 2001 and 2000
are asfollows
2001 2000
Non-capital losses carried forward $ 6105017 5,598,520
Capital assets- attributable to excess of tax
carrying values over accounting carrying values 2,425,029 2,715,013
Unamortized share financing costs for tax purposes 556,149 333,723
Other 98,572 84,151
9,184,767 8,731,407
Lessvaluation allowance (9,184,767) (8,731,407)
Net future tax assets $ — =
13. Lossper Common Share:
The computations for basic and dilutive loss per share are as follows:
(inthousands, except ~ Threemonths Three months
per share amounts) ended ended Y ear ended Y ear ended Y ear ended
March March  December 31, December 31, December 31,
31, 2002 31, 2001 2001 2000 1999
(unaudited) (unaudited)
Lossfor the period $ (279 $ (315 $ (1652 $ (7,001 $ (3,601)
Weighted average
number of Common
Shares outstanding:
Basic and diluted 19,132 11,691 14,530 11,673 9,076
Basic and diluted loss
per common share $ (0.01) $ (0.03) $ (011) $ (0.60) $ (0.40)

The effect of the exercise of stock options, Shareholder Warrants, Financing Warrants and
compensation options, which as at December 31, 2001 aggregated 2,530,059 Common Shares
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Y ears ended December 31, 2001, 2000 and 1999 (All amounts as at March 31, 2002 and for the
three months ended March 31, 2002 and 2001 are unaudited)

14.

(December 31, 2000 - 3,868,741), have not been included as they would not have had a dilutive
effect.

Segmented infor mation:

The Corporation operates in two operating segments ULTRA and TriWin, based on product and
sarvice characterigtics. Both businesses are involved in the development, sdes, marketing,
licenang, inddlation and support of software that automates and integrates medica laboratory
processes. ULTRA operates under the Open Systems Architecture of UNIX and isidedly suited
for large, high-volume, multi-facility laboratory environments. TriWin is the Corporation's NT-
based laboratory solution that automates small- to medium-szed laboratories primarily in Canada.

The accounting policies are the same as those described in the dgnificant accounting policiesin
note 1. The Corporation evauates performance based on income (loss) before income taxes,
non-recurring gains or losses and amortization. The Corporation congders the net identifiable
assts to be shareholders equity (deficiency) less intangible assats and the net assats of
discontinued operations.

Three months ended March 31, 2002 (unaudited) Triwin ULTRA Total
Revenue $ 868,667 $ 4,198,863 $ 5,067,530
Earnings (loss) before depreciation 373,713 (577,439) (203,726)
Depreciation (23212 (46,678) (69,890)
Net earnings (10ss) $ 350,501 $ (624,117) $ (273,616)
Capital expenditures $ 10,175 $ 96,332 $ 106,507
Net investment $ 3,261,731 $ 492,012 $ 3,753,743
Three months ended March 31, 2001 (unaudited) Triwin ULTRA Total
Revenue $ 594,200 $ 4,332,932 $ 4,927,132

Earnings (loss) before depreciation

and amortization 189,129 (153,570) 35,559
Depreciation (6,238) (69,602 (75,840)
Amortization — (274,631) (274,631)
Net earnings (10ss) $ 182,891 $ (497,803) $ (314,912)
Capital expenditures $ - $ 16,895 $ 16,895
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Net investment $ 2178307 $ (3974715) $  (1796408)
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three months ended March 31, 2002 and 2001 are unaudited)

14. Segmented information (continued):

Y ear ended December 31, 2001 TriWin ULTRA Total

Revenue $ 2669948 $ 16,965,778 $ 19,635,726

Earnings (loss) before depreciation

and amortization $ 944,653 $ (1,232,159 $ (287,506)
Depreciation (28,839 (377,527) (406,366)
Amortization - (958,450) (958,450)
Net earnings (10ss) $ 915,814 $ (2,568136) $ (1,652,322
Capital expenditures $ 7,899 $ 242,126 $ 250,025
Net identifiable assets $ 2911,230 $ 1,099,264 $ 4,010,494
Y ear ended December 31, 2000 Triwin ULTRA Total
Revenue $ 2721422 $ 10,737,077 $ 13,458,499

Earnings (loss) before depreciation

and amortization $ 1118343 $  (6,689,346) $ (5,571,003
Depreciation (28,352) (301,909) (330,261)
Amortization - (1,099,895) (1,099,895)
Net earnings (loss) $ 1,089,991 $ (8,091,150 $ (7,001,159)
Capital expenditures $ 33528 $ 367,343 $ 400,871
Net identifiable assets $ 1995416 $ (3805604) $  (1,810188)
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14. Segmented information (continued):

15.

Geographic segments.

The Corporation operates primarily in Canada, the United States, the United Kingdom and the
Asa Pacific region. Revenue is attributed to customers based on location of the customer. The
mgjority of the Corporation’s capital assets are located in Canada.

Threemonths  Three months

ended ended Y ear ended Y ear ended Y ear ended
Revenue by March 31, March 31, December 31, December 31, December 31,
geographic segment 2002 2001 2001 2000 1999

(unaudited) (unaudited)

United States $ 2,758,493 $1,934,060 $ 8,959,938 $ 5,660,339 $ 4,965,841
AsiaPacific 1,171,906 1,951,807 5,339,533 3,641,307 2,972,127
Canada 998,853 1,041,265 3,819,925 4,156,853 3,649,233
Europe 138,278 - 1,516,330

$ 5,067,530 $4,927,132 $19,635,726 $13,458,499 $11,587,201

Significant customers:

@

()

Concentration of revenue:

During the periods ended March 31, 2002 and March 31, 2001, two customers each
contributed 12% of the Corporation’s consolidated revenue (unaudited). During 2001, one
customer contributed 11.7% of the Corporation's consolidated revenue. During 2000, no
customer contributed over 10% of the Corporation's consolidated revenue.

Concentration of credit risk:

The Corporation operates primarily in Canada, the United States, the United Kingdom and
Audrdia The Corporation performs ongoing credit evauations of customers and generdly
does not require collaterd. Allowances are maintained for potentia credit |osses.

As a March 31, 2002, 41% of accounts receivable balances were denominated in United
States dallars, 18% in Audraian dollars and 11% in United Kingdom pounds. As a
December 31, 2001, 41% of accounts receivable baances were denominated in United
States dollars, 24% in United Kingdom pounds and 22% in Audrdian dollars. As a
December 31, 2000, 30% of accounts receivable baances were denominated in United
States dollars and 14% in Audtrdian dollars.
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15. Significant customer s (continued):

As a March 31, 2002, two customers accounted for 28% of the consolidated accounts
receivable (unaudited). As at December 31, 2001, three customers accounted for 34% of
the consolidated accounts receivable. As at December 31, 2000, two customers accounted
for 24% of the consolidated accounts receivable. The Corporation believes that there is no

unusua exposure associated with the collection of these recelvables.

(¢) Industry concentration:

The Corporation derives subgtantidly dl of its revenue from licenses and sarvices rdated to
laboratory software products sold to the laboratory and hospital information systems software

indudtry.

16. Subsequent event:

On May 22, 2002, the Corporation issued and sold 3,015,000 specid warrants (the “ Specid
Warrants’) a a price of $2.70 per Speciad Warrant for gross proceeds of $8,140,500 (the
“Offering”). Subject to a pendty adjustment, each Specid Warrant will entitle the holder thereof

to acquire one Common Share without payment of any additional consideration.

On -, 2002, the Board of Directors approved the filing of a (find) prospectus dated - , 2002 with
certain regulatory authorities quaifying the issue and digtribution of 3,015,000 Common Share

issuable upon the exercise or deemed exercise of the Specid Warrants.

The Corporation has dso granted to the underwriters of the Offering (the “Underwriters’) a
compensation option entitling the Underwriters to acquire a broker warrant (the “Broker
Warrant”) for no additiond consderation. The Broker Warrant will entitle the Underwriters to
acquire up to 211,050 Common Shares a an exercise price of $2.70 per Common Share until
May 22, 2004. The aforementioned (find) prospectus qudlifies the digtribution of the portion of
the Broker Warrants entitling the holders thereto to acquire Common Shares in an amount equa
to 5% of the aggregate number of Common Shares issuable from treasury upon the exercise or

deemed exercise of the Specid Warrants sold pursuant to the Offering.
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CERTIFICATE OF THE CORPORATION AND THE PROMOTER

Dated: June 12, 2002

The foregoing condtitutes full, true and plain disclosure of dl materid facts reaing to the securities
qudified by this prospectus as required by Part XV of the Securities Act (Ontario), and Part 9 of the
Securities Act (British Columbia), and the respective regulations thereunder.

(Signed) F. Lee Green (Signed)
Chief Executive Officer

On behdlf of the Board of Directors

(Signed)  John L. Albright (Signed)
Director

PROMOTER

(Signed) F. LeeGreen

Robert McQuade
Chief Financid Officer

Raph Soberano
Director



CERTIFICATE OF THE UNDERWRITERS

Dated: June 12, 2002

To the best of our knowledge, information and belief, the foregoing condtitutes full, true and plan
disclosure of dl materid facts relaing to the securities qualified by this prospectus as required by Part
XV of the Securities Act (Ontario), and Part 9 of the Securities Act (British Columbia, and the

regulations thereunder.

YORKTON SECURITIES INC.

By: (Sgned) Mark McQueen

RESEARCH CAPITAL CORPORATION

By: (Sgned) Douglas Bl



