
TITAN LOGIX CORP.
Consolidated Statements of Earnings and Comprehensive Income and Retained Earnings 

for the three months ended November 2008 and 2007

(unaudited)               
Three months 

ended               
November 30             

2008
$

(unaudited)         
Three months 

ended             
November 30                      

2007
$

Sales
Cost of sales

2,703,616
1,577,759

2,067,932
1,303,658

1,125,857 764,274

Expenses

General and administration 400,009 305,299

Marketing and sales 320,625 293,939

Product development costs 94,382 86,076

Amortization of property, plant and equipment 10,562 16,251

Amortization of intangible assets 1,974 1,128

(Gain) loss on foreign exchange (125,557) 60,943

701,995 763,636

423,862 638

Other items

Gain on disposal of property, plant, and equipment                                                                     10,458 -

Interest revenue 8,868 16,330

19,326 16,330

Earnings before income taxes 443,188 16,968

Income taxes

  Current - -

  Future 117,445 5,891

117,445 5,891

Net earnings and comprehensive income 325,743 11,077

Retained earnings - beginning of period 2,643,211 2,497,923

Retained earnings - end of period 2,968,954 2,509,000

Basic earnings per share $0.01 $0.00

Diluted earnings per share $0.01 $0.00

Weighted average number of shares outstanding 24,713,440 24,229,440

See accompanying notes to interim consolidated fi nancial statements
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TITAN LOGIX CORP.
Interim Consolidated Statements of Cash Flows
For the three months ended November 30, 2008 and 2007

(unaudited)    
Three  months 

ended     
November 30                    

2008
$

(unaudited)      
Three months            

ended       
November 30       

2007
$

Increase (decrease) in cash and cash equivalents

Operating activities

Net earnings 325,743 11,077

Items not affecting cash

Amortization of property, plant and equipment                                                                                                                                        
      Amortization of intangible assets                                                                                                                                           
      Amortization of property, plant and equipment included in product development expense                                                                                                                                          
      Amortization of intangible assets included in product development expense                                                                                                                                          
      Stock-based compensation   

23,230                
1,974             
3,359                 

956                    
991                       

16,251           
1,128          
3,382           

957                    
2,781                                            

Gain on disposal of property, plant and equipment  (10,458)  -                   

Future income taxes 117,445 5,891

463,240 41,467

                                                                                                                                                                                                                                                                                                            
   Net change in non-cash working capital items (note 7) (128,771) (116,564)

Net cash provided by (used in) operating activities 334,469 (75,097)

Financing activities

Net cash provided by fi nancing activities - -

                                                                                                                                            
Investing activities

   Acquisition of property, plant and equipment                                                                                                                                        
   Acquisition of intangible assets                                                                                                                                           
   Proceeds from disposal of property, plant, and  equipment                                                                                                                                        
   Deferred product development costs

                                                                                                                                                      
                      

(17,781)
-

17,067
(127,521)

                                                                                                                                                      
                    

(12,041)
(25,350)

-
(133,064)

Net cash used in investment activities (128,235) (170,455)

Increase (decrease) in cash and cash equivalents 206,234 (245,552)

Cash and cash equivalents, beginning of period 1,633,147 1,628,841

Cash and cash equivalents, end of period 1,839,381 1,383,289

Supplemental cash fl ow information (note 7)           

See accompanying notes to interim consolidated fi nancial statements
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TITAN LOGIX CORP.

Notes to the Interim Consolidated Financial Statements
For the three months ended November 30, 2008 (unaudited)  

1. BASIS OF PRESENTATION

The accompanying unaudited interim consolidated fi nancial statements have been prepared by management in accordance with 
Canadian generally accepted accounting principles (GAAP). They do not include all the disclosures as required for annual fi nancial 
statements under Canadian generally accepted accounting principles. Accordingly, these unaudited interim fi nancial statements 
and notes should be read in conjunction with the most recent audited annual fi nancial statements and notes for the year ended 
August 31, 2008. The interim consolidated fi nancial statements follow the same signifi cant accounting policies as described and 
used in the annual audited fi nancial statements for the year ended August 31, 2008 except for the policies discussed in Note 2 
below.

The preparation of the interim consolidated fi nancial statements requires management to make estimates and assumptions that 
affect the reported amounts of assets, liabilities, revenues and expenses. Actual results may differ from those estimates and 
assumptions.

2. ACCOUNTING POLICY CHANGES

The company adopted the following accounting policies in the current period.

a) Inventories

Effective September 1, 2008, the Company adopted CICA Handbook Section 3031, Inventories. This standard requires inventory to 
be measured at the lower of cost and net realizable value and provides guidance on the determination of cost, including allocation 
of overheads and other costs including amortization to inventory. Allocation of fi xed production overheads to the costs of conversion 
are made based on the normal capacity of the production facilities. The standard also requires the consistent use of either fi rst-in, 
fi rst-out (FIFO) or weighted average cost formula to measure the cost of inventories and requires the reversal of previous write-
downs of inventory to net realizable value when economic changes support an increased value. There is no signifi cant impact on 
the Company’s interim fi nancial statements from its adoption of Section 3031.

b) Capital disclosures

The Company adopted CICA Handbook Section 1535, Capital Disclosures effective September 1, 2008 which establishes standards 
for disclosing information about an entity’s objectives, policies and processes for managing capital, and whether the entity has 
complied with any externally imposed capital requirements, and, if not, the consequences of such non-compliance. The adoption 
of this new standard did not have an impact on the Company’s fi nancial position or results of its operations. The new disclosures 
are included in note 8.

c) Financial instruments disclosure and presentation

Effective September 1, 2008, the Company adopted the CICA Handbook Section 3862, Financial Instruments – Disclosures 
and Section 3863 Financial Instruments – Presentation, which together comprise a complete set of disclosure and presentation 
requirements for an increased emphasis on disclosures about the nature and extent of risk arising from fi nancial instruments and 
how an entity manages those risks. Section 3862 requires disclosure of additional detail by fi nancial asset and liability category. 
Section 3863 establishes standards for presentation of fi nancial instruments and non-fi nancial derivatives. The adoption of this new 
standard did not have an effect on the Company’s fi nancial position, results of its operations or its cash fl ow.The new disclosures 

are included in note 9.
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TITAN LOGIX CORP.

Notes to the Interim Consolidated Financial Statements
For the three months ended November 30, 2008 (unaudited)

3. RECENTLY ISSUED ACCOUNTING PRONOUNCEMENT

a) Goodwill and intangibles

In February 2008, the CICA issued Handbook Section 3064, Goodwill and intangible assets, replacing Section 3062 of the same name 
and Section 3450, Research and development costs. The new pronouncement establishes standards for the recognition, measurement, 
presentation and disclosure of goodwill and intangible assets subsequent to its initial recognition and of intangible assets by profi t-oriented 
enterprises. Standards concerning goodwill are unchanged from those that were included in the previous section. The new section will 
be applicable to fi nancial statements relating to fi scal years beginning on or after October 1, 2008, specifi cally September 1, 2009 for the 
Company. The Company is currently evaluating the impact of the new standard on its consolidated fi nancial position.

b) International Financial Reporting Standards 

In 2006, Canada’s accounting standards board (AcSB) adopted a strategic plan for the direction of accounting standards in Canada. On 
February 13, 2008 the AcSB confi rmed that effective for interim and annual fi nancial statements related to fi scal years beginning on or 
after January 1, 2011 International Financial Reporting Standards (IFRS) will replace Canadian GAAP for all publicly accountable profi t-
oriented enterprises. The Company is currently evaluating the impact of this changeover on its consolidated fi nancial statements.

4. INVENTORIES

Inventories are comprised of the following:

November 30, 2008 August 31, 2008

Raw materials $  904,007 $ 693,823

Work in progress and fi nished goods 939,010 1,133,768

$ 1,843,017 $ 1,827,591

Inventories expensed in cost of sales for the three months ended November 30, 2008 were $1,130,176 (November 30, 2007 - $828,239). 
In the three months ended November 30, 2008 and 2007 there were no inventory write-downs or reversals of write-downs that were 
taken in previous periods. 

5. DEFERRED PRODUCT DEVELOPMENT COSTS
The company has certain costs that meet the criteria for deferral and amortization of product development costs. On commercialization 
of each product the related development costs are amortized over four years.

      Balance - August 31, 2008 $ 551,216

      Additions 127,521

      Balance - November 30, 2008 $ 678,737
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TITAN LOGIX CORP.

Notes to the Interim Consolidated Financial Statements                                                                                                         
For the three months ended November 30, 2008 (unaudited)  

6. SHARE CAPITAL

Authorized                                                                                                                                                                                                                      
 Unlimited common shares without par value 

Issued   

Number              
of Shares

                
Amount

Balance, August 31, 2008 24,713,440 $ 3,695,961

Balance, November 30, 2008 24,713,440 $ 3,695,961

a)  Contributed surplus  

During the period, contributed surplus has changed as follows:                                                                                                 
                     

Balance - August 31, 2008 $ 424,351

Stock based compensation - options vested 991

Balance - November 30, 2008 $ 425,342

b)  Stock options

The following is a continuity of stock options outstanding:

Number 
of Shares

Weighted 
average 
exercise 

price
Outstanding - August 31, 2008 510,000 $        0.20

Outstanding - November 30, 2008 510,000 $       0.20

Exercisable - November 30, 2008 480,000 $       0.20

The Company has recorded stock based compensation in the amount of $991 on options that vested during the fi rst quarter of 2009 
and were granted in previous years.
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TITAN LOGIX CORP.
Notes to the Interim Consolidated Financial Statements                                                                                                          
For the three months ended November 30, 2008 (unaudited) 

7. SUPPLEMENTAL CASH FLOW INFORMATION

Three months                
ended                     

November 30                     
2008

Three months                 
ended               

November 30            
2007

Change in non-cash working capital:
   Accounts receivable 
   Inventories
   Prepaid expenses 
   Accounts payable and accrued liabilities

$ (415,274)
(15,426)
67,922

234,007

$ 134,067
(40,512)
21,120

(231,239)

$ (128,771) $ (116,564)

Interest received $ 7,440 $ 12,559

November 
30   2008

August 31 
2008

Cash and cash equivalents consist of

  Cash on hand and balances with banks $ 915,681 $ 717,337

  Term deposit 923,700 915,810

$ 1,839,381 $ 1,633,147

8. CAPITAL MANAGEMENT

The Company’s capital management objectives are to ensure that the Company is capitalized in a manner which supports working 
capital needs, business expansion and other strategic objectives while maximizing shareholder returns.  The Company’s capital 
management practices are focused on preserving a solid capital base and a strong balance sheet. Management’s defi nition of capital 
includes the Company’s total shareholders’ equity. The Company is not subject to any externally imposed capital requirements.  
The Company manages and maintains its capital structure based on current economic conditions. In order to maintain or adjust its 
capital structure the Company may attempt to raise additional funds by issuing additional equity securities or assuming additional 
indebtedness.

As at November 30, 2008, shareholders’ equity was $7,090,257, (August 31, 2008 - $6,763,523).
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TITAN LOGIX CORP.

Notes to the Interim Consolidated Financial Statements                                                                                                 
For the three months ended November 30, 2008 (unaudited) 

9. FINANCIAL INSTRUMENTS

The Company has determined that the fair value of its fi nancial assets, which include cash, and accounts receivable and the 
fair value of its fi nancial liabilities, which include accounts payable and accrued liabilities, approximates their respective carrying 
amounts as at the balance sheet date because of the short term nature of these instruments.

The Company is exposed to a number of risks as a result of holding fi nancial instruments. These risks include credit risk, liquidity risk 
and price risk. The nature of the fi nancial risks and the Company’s strategy for managing these risks has not changed signifi cantly 

from the prior period. 

a) Credit risk

Financial instruments that potentially subject the Company to credit risk include cash and cash equivalents and accounts receivable. 
The Company’s cash on deposit and short term investments are held with reputable fi nancial institutes, from which management 
believes the risk of loss is remote. The Company’s exposure to credit risk is as indicated by the carrying amount of its accounts 
receivable. The Company has a credit policy and regularly monitors its credit risk exposure and takes steps to mitigate the likelihood 
of these exposures resulting in actual loss. The Company carries out credit evaluations of its customers which receive credit and 
carries adequate provisions for possible losses arising from credit risk associated with fi nancial assets. 

At November 30, 2008 accounts receivable aged greater than 90 days totalled $37,750 (August 31, 2008 - $16,203) and is considered 
collectable. The Company’s trade receivable balance at November 30, 2008 was $1,758,624 (August 31, 2008 - $1,344,646). The 
Company’s allowance for doubtful accounts as at November 30, 2008 amounted to $27,240 (August 31, 2008 - $27,240).  

b) Liquidity risk

Liquidity risk is the risk that the Company will not be able to meet its obligations as they fall due or to fund the programs and 
commitments that the Company has planned. The Company manages liquidity risk through management of its capital structure in 
conjunction with cash fl ow forecasting including anticipated investing and fi nancing activities. The Company believes that internally 
generated cash fl ows will be suffi cient to cover its normal operating and capital expenditures.

At November 30, 2008 the Company’s accounts payable and accrued liabilities totaled $1,144,030 (August 31, 2008 - $910,023), 
all of which fall due for payment within one year of the balance sheet date.

c) Price risk

Interest rate risk      

Interest rate risk is the risk that the fair value of future cash fl ows of a fi nancial instrument will fl uctuate due to changes in market 
interest rates. The Company is exposed to interest rate risk arising from fl uctuations in interest rates received on its cash and cash 
equivalents. The Company manages interest rate risk by maximizing the interest earned in excess funds while maintaining the 
liquidity necessary to maintain day-to-day operating cash fl ow requirements.

Based on the Company’s fi nancial assets at November 30, 2008 a one percent change in market interest rates is not expected to 
have a material impact on the Company’s net earnings.
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TITAN LOGIX CORP.

Notes to the Interim Consolidated Financial Statements                                                                                                          
For the three months ended November 30, 2008 (unaudited)

9. FINANCIAL INSTRUMENTS (cont’d)

Currency risk

Foreign currency risk arises from fl uctuations in the value of foreign currencies and the degree of volatility of these currencies 
relative to the Canadian dollar. The Company is subject to foreign currency risk in that it has both current assets and liabilities 
denominated in foreign currencies.  It is management’s opinion that a change in foreign currency exchange rates could affect the 
Company’s results of operations and cash fl ows, but would not materially impair or enhance its ability to pay its foreign exchange 
obligations. The Company does not use hedging tools to reduce its exposure to foreign currency risk. 

At November 30, 2008 the Company held net fi nancial assets of $360,412 US that were exposed to foreign exchange risk.

10. SEGMENTED INFORMATION

Geographic Information

Three months                  
ended               

November 30                  
2008

Three months  
ended             

November 30           
2007

Sales

Canada and other $ 2,193,088 $ 1,551,793

United States 510,528 516,139

$ 2,703,616 $ 2,067,932
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