EDGAROnline

QUADRANT 4 SYSTEMS CORP

FORM 10-Q

(Quarterly Report)

Filed 08/17/11 for the Period Ending 06/30/11

Address

Telephone
CIK
Symbol
SIC Code
Industry
Sector
Fiscal Year

2850 GOLF ROAD, SUITE 30

ROLLING MEADOWS, IL 60008

312-919-4447

0000878802

QFOR

3669 - Communications Equipment, Not Elsewhere Classified
Computer Services

Technology

12/31

Powere 4 &y EDGAROnline

http://www.edgar-online.com
© Copyright 2011, EDGAR Online, Inc. All Rights Reserved.

Distribution and use of this document restricted under EDGAR Online, Inc. Terms of Use.


http://www.edgar-online.com

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

QUARTERLY REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 2011

O TRANSITION REPORT UNDER SECTION 13 OR 15(d) OF THE EXCHANGE ACT
For the transition period from to

Commission File Number 3342498

QUADRANT 4 SYSTEMS CORPORATION

(Exact name of registrant as specified in its @rart

Florida 65-0254624
(State or other jurisdiction of (IRS Employer
incorporation or organizatiol Identification No.)

2850 Golf Road, Suite 405, Rolling Meadows, IL 6080
(Address of principal executive offices)

(312) 9194447

(Registrant’s telephone number, including area fode

Indicate by checkmark whether the registrant (¥)filad all reports required to be filed by Sectidhor 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstubrter period that the registrant was requirefilésuch reports) and (2) has been sul
to such filing requirements for the past 90 day¥es No O

Indicate by checkmark whether the registrant hésnéiied electronically and posted on its corpoisteb site, if any, every Interactive D
File required to be submitted and posted pursumaRiuie 405 of Regulation ${8232.405 of this chapter) during the precedi@grbnths (c
for such shorter period that the registrant wasired to submit and post such files.). Yé&d No O
Indicate by check mark whether the registrant iarge accelerated filer, an accelerated filer, a-axcelerated filer, or a smaller repor
company. See the definitions of “large accelerdiled” “accelerated filer” and “smaller reportintbmpany” in Rule 12t2 of the Exchan
Act.

Large accelerated filer Accelerated filer O

Non-accelerated filer Smaller reporting companyix]
(Do not check if a smaller reporting compa

Indicate by checkmark whether the registrant isedl gompany (as defined in Rule 126.2 of the ExgleeAct). YesO No

The number of shares of common stock outstandingd Asigust 15, 2011 was 49,250,492
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PART I|. FINANCIAL INFORMATION

Item 1. Financial Statements
QUADRANT 4 SYSTEMS CORPORATION
AND SUBSIDIARIES
(FORMERLY ZOLON CORPORATION)
CONSO LIDATED BALANCE SHEETS
(Unaudited)

ASSETS

Current Asset
Cash $
Accounts and unbilled receivables (net of allowafaceloubtful accounts of $286,061
and $153,007 as of June 30, 2011 and Decemb@030, respectively
Other current assets

Total current asse

Other asset
Intangible Assets

TOTAL ASSETS $

LIABILITIES AND STOCKHOLDERS' EQUIY

Current Liabilities

Accounts payable and accrued expel $
Note payable factor

Notes payabl- other

Due to seller

Total current liabilitie:

Long term debt

Total liabilities

Stockholders' Equit

Preferred stoc- $0.001 par value; authorized: 10,000,000,000eshassued and outstanding: ne
Common stock - $0.001 par value; authorized: 5@@M000 shares: issued and

outstanding 49,250,492 and 42,750,492 at Jun2®Q, and December 31, 2010, respecti'

Additional paic-in capital
Deficit

Total stockholders' equity

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $

June 30, December 31,
2011 2010
(Unaudited)
229,060 $ 60,06!
8,831,71i 3,572,93;
6,74( 7,544
9,067,52: 3,640,53
21,07¢ -
19,956,80 7,612,52I
29,04541 $ 11,253,05
5,616,68 $ 2,076,28:
5,761,44i 2,295,56I
4,297,441 390,43°
- 390,00(
15,675,56 5,152,28:
5,000,00I 1,955,82!
20,675,56 7,108,11I
49,25( 42,75(
12,187,66 7,485,41:
(3,867,07) (3,383,22)
8,369,84. 4,144,94
29,045,41 $ 11,253,05

See notes to the consolidated financial statements
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QUADRANT 4 SYSTEMS CORPORATION
AND SUBSIDIARIES
(FORMERLY ZOLON CORPORATION)
CONSOLIDATED STATEMENTS OF INCOME

( Unaudited )

Three Months Ended June 30 Six Months Ended June 30
2011 2010 2011 2010
Revenue $ 8,567,33. $ 4,324,81. $ 14,002,32 $ 4,336,53!
Cost of revenue 6,615,94 3,648,09 10,934,82 3,648,09
Gross Margir 1,951,38: 676,71¢ 3,067,50! 688,44:
General and administrative expen (614,86)) (199,867) (976,53¢) (218,96
Amortization expens (1,096,19) (342,27 (1,755,71) (342,27,
Interest expense (556,57) (226,979 (819,11 (226,979
Net income (loss $ (316,24) $ (92,399 $ (483,85) $ (99,77¢)
Net income (loss) per common sh $ (0.07) * $ (0.07) L
Weighted average common shares - basic and diluted 48,426,41 35,150,21 47,031,33 35,150,21

* Less than $0.01, per she

See notes to the consolidated financial statements
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QUADRANT 4 SYSTEMS CORPORATION
AND SUBSIDIARIES
(FORMERLY ZOLON CORPORATION)
CONSO LIDATED STATEMENTS OF CASH FLOWS

(Unaudited)
For the Six Months Ended
June 30,
2011 2010

Cash flows from operatinactivities:
Net loss $ (483,85) $ (99,77¢)
Adjustments to reconcile loss to

net cash used in operating activiti

Amortization 1,755,71. 342,27-

Doubtful account: 133,05 -

Changes in assets and liabilit

Accounts and unbilled receivabl (2,219,63) (342,66%)

Other current asse 804 (5,077

Other asset (21,079 -

Accounts payable and accrued expenses 979,42¢ 1,703,47.
Net cash provided by operating activit 144,43¢ 1,598,22
Cash flows from investing activitie

Acquisition of assets, net of liabilities assun - (3,416,02)

Disposition of fixed assets, net - 25,54!
Net cash used in investing activit| - (3,390,48)
Cash flows from financing activitie

Increase in note payat- factor 3,465,88! -

Proceeds from notes payal 386,64! -

Decrease in due to sell (390,000 -

Payments of lor-term debt (110,389 -

Payments of notes payat (4,036,319 -

Proceeds from sales of common stock 708,75( 1,919,00!
Net cash provided by financing activiti 24,57 1,919,00!
Net increase in cas 169,00¢ 126,74t
Cash - Beginning of period 60,06 1,28¢
Cash - End of period $ 229,060 $ 128,03:
Noncash transactic
Acquisition of MGL (net of accounts payable andraed expenses of $2,600,000,

notes payable and long-term debt of $10,672:2®5 common stock of $4,000,000. $ NONE

See notes to the consolidated financial statements
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QUADRANT 4 SYSTEMS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

NOTE 1 — NATURE OF ORGANIZATION
Organization

Quadrant 4 Systems Corporation (formerly Zolon ©aaion) (the “Company”yas incorporated in Florida on May 9, 1990, as Expres
Group, Inc. On July 12, 2001, the Company charigetame to Sun Network Group, Inc. On June 352€@%e Company changed its nam
Aventura VOIP Networks, Inc. and on October 17,26®Aventura Holdings, Inc. On December 24, 2@h8,Company changed its nam
Zolon Corporation. On March 31, 2011, the Compeimgnged its name to Quadrant 4 Systems Corporation.

Operations

In May 2010, the Company changed its primary bissimaodel by broadening its computer consultingisesvand selling solutions that
bundled with technology. The Company intends tafdigh a full spectrum of IT services that includensulting, products and solutic
specific to the health care, telecommunications famghcial services industries. The Company haderadditional acquisitions to prov
these services.

Through June 30, 2011, all revenues have beendmmnputer consulting services.
NOTE 2 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation

The accompanying unaudited financial statementsrataded notes have been prepared in accordanbeaatiounting principles genere
accepted in the United States for interim finanstatements and with the rules and regulations ruReégulation SX of the Securities ar
Exchange Commission for Form @@- Accordingly, they do not include all of theanfnation and footnotes required by accounting fipies
generally accepted in the United States for corepfatancial statements presentation. In the opirdbrmanagement, all adjustme
(consisting of normal recurring accruals) considamecessary to present fairly the financial posijti@sults of operations and cash flows
interim financial statements have been includeds€Ehfinancial statements should be read in conpmaetith the financial statements of
Company together with the Company's managemenugigm and analysis in Item 2 of this report anthea Company's Form 1iR-for the
year ended December 31, 2010. Interim results @raecessarily indicative of the results for a fidhr.

Consolidated Financial Statements

The consolidated financial statements include tedl accounts of the Company and its wholly ownedsislidries, VSG Acquisition Cor
Resource Mine Acquisition Corp, ISS Acquisition oration and Quadrant 4 Solutions, Inc. (formerlgMSolutions, Inc.). All significal
intercompany accounts and transactions have baamated in consolidation.

Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptedhi@ United States requires managel
to make estimates and assumptions that affecefimrted amounts of assets, liabilities and thdalisce of contingent assets and liabilitie
the date of the consolidated financial statememdsravenues and expenses during the reportingdhekixordingly, actual results could dif
from those estimates.
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Reclassifications
Certain amounts for prior years have been reclagsif conform to 2011 financial statement predesria

Fair Value of Financial Instruments

The Company considers the carrying amounts of @i@rinstruments, including cash, accounts recdejabccounts payable and accr
expenses and notes payable to approximate theirdhies because of their relatively short matesiti

Accounts and Unbilled Receivables

Accounts and unbilled receivables consist of amouhie from customers. The Company records a poovir doubtful receivables,
necessary, to allow for any amounts which may beeaoverable, which is based upon an analysis ofGbmpany$ prior collectiol
experience, customer creditworthiness and curemi@nic trends.

Intangible Assets

Intangible assets are recorded at fair value anott@mad on the straigHire method over the estimated useful lives ofréflated assets. T
carrying value of intangible assets are reviewedmpairment by management at least annually onupe occurrence of an event which 1
indicate that the carrying amount may be greaten its fair value. If impaired, the Company williterdown such impairment. In additic
the useful life of the intangible assets will baksated by management at least annually or upondbarrence of an event which may indit
that the useful life may have changed. Custonsts kivere valued based on managenseftfecast of expected future net cash flows,
revenues based on projected revenues from cust@oguired and are being amortized over five to seears.

Revenue Recognition

Revenue is recognized when it has persuasive esédef an arrangement, the fee is fixed and detetiphén performance of service |
occurred and collection is reasonably assured.

Revenue is recognized in the period the servicepravided.

Recent Accounting Pronouncements

Management does not believe that any recently dsdoat not yet effective accounting pronouncemeifitadopted, would have a mate
effect on the accompanying consolidated finandatkesnents.

NOTE 3 — ACQUISITIONS

StoneGate Holdings

Effective April 1, 2010, the Company acquired 100#the outstanding shares of VSG Acquisition, IfwSG), RMI Acquisition, Inc. (RMI
and the right to consummate the acquisition of A8§uisition, Inc. (ISS) from StoneGate Holdings¢.liiStoneGate Holdings), in excha
for 32,000,000 shares of common stock of the Comp&toneGate Holdings, through VSG, RMI and ISS éidlcer recently or was aboult
complete the following acquisitions. All of theserphases were to expand the Company’s customer base
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The acquisition of VSG, RMI and ISS was recordedrenpurchase method of accounting and the Compkogated the purchase price ¢
the assets acquired. The value of the acquisitias lmased on the underlying carrying value of tisetasand liabilities of StoneGate Holdir
as it recently completed the acquisition of thessets and liabilities.

Cornerstone Information Systems and Orionsoft

Effective April 1, 2010, VSG purchased certain &ss@vned by Bank of America, acquired under itsuggc agreement with Cornerstc
Information Systems, Inc. and Orionsoft, Inc., ktkeange for $3,800,000 in cash and the assumpficertain liabilities of $6,957,641. T
value of the purchase was based on the cash pailibhilities assumed.

The Company included the operations of VSG as efddite of control. The purchase of the Cornershoftgmation and Orionsoft assets \
recorded at cost and the Company allocated theeggte purchase price over the assets and liabifitiquired, as follows:

Accounts receivabl $ 4,957,13
Allowance for doubtful accoun (1,743,94)
Customer list 7,544,45;

Purchase price $ 10,757,64

Resource Mine

Effective April 1, 2010, RMI purchased certain dassavned by Resource Mine, Inc. in exchange f&0F200 in cash and the assumptio
certain liabilities of $588,333. The purchase pded for the Company to take control of the assatsoperations on April 1, 2010.

The Company included the operations of RMI as efdhate of control. The purchase of the RMI assets igcorded at cost and the Comy
allocated the aggregate purchase price over tletsass follows:

Accounts receivabl $ 37,29¢
Customer list 801,03
Purchase price $ 838,33:

Integrated Software Solutions

Effective July 1, 2010 the Company acquired cergaisets of Software Solutions, Inc. in exchange(8r$850,000 in cash, which was
$150,000 into escrow for expenses of the seller &@D,000 which was paid on October 15, 2010, piteyest at 10%, per annum,
$500,000 due on June 30, 2012, plus interest atpg¥bannum, and (c) 2,000,000 shares of the Compamynmon stock. The shares w
valued at $900,000, the share price on the datkeohcquisition; as such amount was more readilgragnable than the value of the as
acquired.
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The Company included the operations of ISS as@fitite of purchase. The Company recorded the meaifahe ISS assets on the purc
method of accounting and allocated the aggregatehpee price over the assets acquired, as follows:

Customer lis $ 2,243,17!
Deposits 6,82t
Purchase price $ 2,250,001

Quadrant 4 Solutions, Inc.

Effective March 1, 2011, the Company acquired fthe outstanding shares of Quadrant 4 Solutiars, (formerly MGL Solutions, Inc.) al
also purchased certain software development ressuaned assets based in India and assumed ceatailitiés associated with those assets.

The aggregate purchase price will be up to $1900I0) payable as follows:

- Note payable of $5,000,000 to the seller, paydbfe 30, 2014

- Issuance of 4,000,000 shares of common stock dEtmpany

- Assumption of up to $100,000 of accounts payabtk

- Contingent ear-out of up to $10,000,000, payable over three yébesrned, as define:
The Company took control of the assets and opgratbn March 1, 2011.

The shares were valued at $4,000,000 ($1.00 pee)stiae purchase price as determined by the partie

The Company included the operations of Quadrardldti®ns as of the date of control. The Comparrpréed the purchase of the Quadre
Solutions on the purchase method of accountingafindated the aggregate purchase price over thtsassquired, as follows:

Accounts receivabl $ 3,172,201
Software technolog 3,500,001
Framework software technoloy 2,100,00!
Customer lis 8,500,001
Accounts payable and accrued expel (2,500,001
Notes payabli (5,672,200
Purchase price $ 9,100,00t
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NOTE 4 — INTANGIBLE ASSETS

As of June 30, 2011, intangible assets consistéideofollowing:

Accumulated

Cost Amortization

Customer lis- VSG $ 6,044,45. $ 1,709,62!
Customer lis— RMI 801,03« 200,25¢
Customer lis— ISS 2,243,17! 448,63:
Customer lis-Quadrant 4 Solution 8,500,001 556,66
Technology softwar 3,500,001 166,66
Framework technology software 2,100,00! 140,00(

$ 23,188,66 $ 3,231,85:

For the six months ended June 30, 2011, the aratidizexpense was $1,755,711.

As of December 31, 2010, the Company determinetdthiegacarrying value of the customer list of VSGswaeater than its fair value ¢

accordingly wrote off $1,500,000.

NOTE 5 - NOTE PAYABLE - FACTOR

On February 23, 2010, and as amended June 1, 8@ Company (through StoneGate Holdings and VS&Yred into a financing agreem
with a financing company providing factéinancing (factor). Under the agreement, the Corgpassigned certain accounts receiv:
including purchased accounts receivable, to thifan return for a line of credit of $6,500,00thélagreement is automatically renewabl
the second anniversary unless cancelled by théeparffees under the agreement consist of a conemitfee of $35,000, a service fee
0.825%, per month, and interest at prime plus 28&6,gmnum. In addition, the Company was provideddditional loan (Over Advan
Loan) of up to $800,000, with interest at 24%, a@num, payable in monthly amounts, commencing Apr2010, of $40,000 until paid, p

interest. All borrowings are collateralized by #ecounts receivable and substantially all othsetas
NOTE 6 — NOTES PAYABLE - OTHER

As of June 30, 2011, notes payable consisted of:

Note payable originally due December 31, 2011 s jiterest at 20%, per annu

Note payable due December 31, 2011, plus intetedi%, per annur

Note payable due September 30, 2011, plus intetds2%, per annui

Note payable due June 30, 2012, plus interest gv&%annun
Note payable due May 31, 2012 to a stockholdes iterest at 5% per annt

Total short-term notes
Note payable due seller, plus interest at 5%, peum

Total long-term notes

10

103,80¢
140,00(
2,175,001
500,00(
1,378,64

4,297 44
5,000,001

5,000,001
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NOTE 7 — STOCKHOLDERS' EQUITY
Preferred Stock

The Company's board of directors may designateepesf stock with preferences, participations, gghualifications, limitations, restrictiol
etc., as required. No preferred shares are pigsiegignated.

Sales of Common Stock

In October and November, 2010, the Company sol@®%XB1 shares of common stock for $1,444,750, heixpenses of $92,250.
addition, for each share of common stock soldGbmpany issued one warrant to purchase one sha@ohon stock at $.60, per share
a period of 5 years. The number and price of tagamts may be adjusted upon certain transactiandefined. The warrant may be calle
the Company after three years from issuance, iptfee of the stock shall be above $.70, per staweefined.

On January 7, 2011, the Company sold 1,666,66&stedrcommon stock for $472,500, net of expens@8(Pper share). In addition, for e,
share of common stock sold, the Company issueda@meant to purchase one shares of common stocl6at ffer share, for a period ¢
years. The number and price of the warrants magdpgsted upon certain transactions, as definedwiteant may be called by the Comp
after three years from issuance, if the price efdtock shall be above $.70, per share, as defined.

During the quarter ending June 30, 2011, Compalty828,333 shares of common stock for $236,250phekpenses ($.30, per share).

Reverse Stock Split

On December 24, 2009, the Company declared a Xd@0D reverse stock split, effective March 15, 20aAd transferred $3,147,061 fr
common stock to additional paid-in capital. All shand per share amounts have been retroactivahtee to reflect the reverse stock split.

NOTE 8 — CONTINGENCIES

In the normal course of business, the Company neaprne subject to claims or assessments. Such mattesubject to many uncertaini
and outcomes, which are not readily predictablé wisurance. The Company has insurance to coverckims.

NOTE 9 — INCOME TAXES

As of June 30, 2011, management has evaluatedanududed that there are no significant uncertanpiasitions requiring recognition in t
Company’s consolidated financial statements.

NOTE 10— SUBSEQUENT EVENTS

As of July 1, 2011, the Company will have two opi@gsubsidiaries, Quadrant 4 Solutions, Inc. anddant 4 Consulting, Inc. This mer
will not affect reporting or presentation of finagdnformation.

On August 1, 2011, the Company learned that it meased in litigation seeking payment of an “exclitgiee” arising from the engagem

of a financing source as alleged in the compldihe Company believes that this particular clainvithout merit and intends to vigorou
defend this action. The Company has also filedumterclaim relating to the improper nature oflitigation.

11
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Iltem 2.  Managemen’s Discussion and Analysis of Financial Condition ahResults of Operation

The following discussion should be read in conjiorctvith our financial statements and notes theagoearing elsewhere in this report.
CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFO RMATION

This Form 10-Q for the quarter ended June 30, 2@htains forwardeoking statements within the meaning of SectioA ®T the Securitie
Act of 1933, as amended, and Section 21E of ther8ies Exchange Act of 1934, as amended. Ford@olling statements may be identif
by the use of forward-looking terminology, such ‘asay”, “shall”, “could”, “expect”, “estimate”, “aritipate”, “predict’, “probable;
“possible”, “should”, “continue”, or similar termsariations of those terms or the negative of thiesms. The forwardboking statemen
specified in the following information have beemymled by our management on the basis of assunyptizedde by management and
considered by management to be reasonable. Ouefaperating results, however, are impossible #alipt and no representation, guare
or warranty is to be inferred from those forwardkimg statements.

The assumptions used for purposes of the ford@oking statements specified in the following infation represent estimates of fut
events and are subject to uncertainty as to passibhnges in economic, legislative, industry, atiterocircumstances. As a result,
identification and interpretation of data and otlfiormation and their use in developing and satgctassumptions from and amc
reasonable alternatives require the exercise ofmht. To the extent that the assumed events doocmir, the outcome may vi
substantially from anticipated or projected resudtsd, accordingly, no opinion is expressed onatigievability of those forwartboking
statements. No assurance can be given that angeodtsumptions relating to the forwdmdking statements specified in the follow
information are accurate, and we assume no oltigati update any such forward-looking statements.

Overview

The Company recently completed some significanuastipns that are reflected in the accompanyimgriicial statements. The Compan
actively pursuing a business model that was chaagddexpanded in connection with the acquisitioassfets. Therefore, the significanc
these recent acquisitions includes certain facttish represent risks and also require accentuatiohexplanation.

The current operations of the Company consist o¥iding Information Technology (IT) and Softwareabfed services and consulting.
Company is focused on providing its services to ganies in the Financial Services, Healthcare adcben sectors. The Company inte
to grow organically from the expansion of offeriraysd services to customers, most of whom were eadjais relationships from acquisitir
as well as the acquisition of new business relatigs as part of its acquisition strategy.

The financial statements being reported in thisr@uly Report are based on assets recently acquired Company has a limited opera
history with these assets, their management andhtheementation of controls. There can be no aswe that the assets will continue
perform in the manner and to the degree indicayetthd financial results disclosed for the recerihgded second quarter. The risks assoc
with recently-acquired assets are also discussadiak below.

Results of Operations

In 2010, the Company changed its business modaifisigntly and, as a result, comparisons to previperiods are not relevant. ~
Company acquired new businesses in transactionshwhaterially affected the amount of reported rexeftom continuing operations. 1
revenues, expenses and income reflect the new dassin. Acquisition of the new businesses resittadaterial increases in revent
expenses and income but these increases are tilotitett to changes in pricing or profitability afch businesses compared to prior perior
such businesses but rather the acquisition of Busimess.

REVENUES
Revenues for the three months ended June 30, 2@dléd $8,567,333 compared to $4,324,814 of revelwieg the comparable period

2010. The increase in revenues of $4,242,519 wadalthe Compang’acquisition of three entities in 2010 and on20d4l. Revenues we
comprised of service-related sales of software amogning, consulting and development services.

12
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Revenues for the six months ended June 30, 20&letb$14,002,326 compared to $4,336,539 of reveluneg the comparable period
2010. The increase in revenues of $9,665,787 wagsalthe Compang’acquisition of three entities in 2010 and on2(h1l. Revenues we
comprised of service-related sales of software qamogning, consulting and development services.

OPERATING AND OTHER EXPENSES

Cost of revenue for the three months ended June2@0] totaled $6,615,947 compared to cost of reveofu$3,648,096 during t
comparable period in 2010. In 2010, the Comparanghd its business model significantly and, assaltiecomparisons to previous peri
are not relevant. Cost of revenue is comprisetamily of the direct costs of employee and contlalsor and related expenses.

Cost of revenue for the six months ended June 801 2otaled $10,934,821 compared to cost of reveriu$3,648,096 during the sa
period in 2010. In 2010, the Company changed ltsirtess model significantly and, as a result, coigpas to previous periods are
relevant. Cost of revenues are comprised primafithe direct costs of employee and contract lamal related expenses

General & administrative expenses for the threethmanded June 30, 2011 totaled $614,861 compargenieral & administrative expen
of $199,862 for the comparable period in 2010. Tfeeease in general & administrative expenses4df4$99 was related to increase
legal and accounting fees associated with the aitiuis and increased staffing to manage the grofthe Company.

General & administrative expenses for the six merihided June 30, 2011 totaled $976,534 compargehral & administrative expense:
$218,967 during the same period in 2010. The asmean selling, general & administrative expende8767,567 was related to increase
legal and accounting fees associated with the aitipuis and increased staffing to manage the grofthe Company.

Amortization expense for the three and six montided June 30, 2011 totaled $1,096,198 and $1,755:@4pectively. Amortization expel
for the three and six months ended June 30, 20etb$342,274 and $342,274, respectively. Amatittn expense increased due tc
acquisition of intangible assets (customer listétware technology, and hardware technology) ftbennew business entities acquired by
Company in 2010 and 2011.

Financing and interest costs for the three andrgirths ended June 30, 2011 totaled $556,574 ar@ BB, respectively. This compare!
financing and interest costs for the three andmsonths ended June 30, 2010 of $226,978 and $226r8%Bectively. The increase
financing and interest costs is a result of costsiired with borrowings for long term debt to ficanthe Compang’ acquisitions and tl
receivable factoring of the Company’s trade reddies

The Company reported a net loss of $316,247 fothteee months ended June 30, 2011 compared t@i&22,396 for the comparable per
in 2010. The increased loss for 2011 is a resuthe increases in amortization expense, generdlagministrative expense and inte
expense for 2011 as compared to the comparabledoi@r2010.

The Company reported net loss of $483,854 for then®nths ended June 30, 2011 compared to netoo$99,776 for the same perioc
2010. The increased loss for 2011 is a resuli@increases in amortization expense, generahdndnistrative expense and interest exp
for 2011 as compared to the comparable period 1920

Earnings before interest, taxes, depreciation andrization (EBITDA) for the three and six monthsded June 30, 2011 is calculater
follows:

June 30, 2011 June 30, 2011

3 months 6 months
Net loss $ (316,24) $ (483,859
Interest expens 556,57 819,11-
Amortization 1,096,19: 1,755,71;
EBITDA $ 1,336,52! $ 2,090, 97
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LIQUIDITY AND CAPITAL RESOURCES
At June 30, 2011, the Company had an accumulatédtdd $3,867,075 and a working capital deficft6,608,044.

Net cash provided by operations for the six moetided June 30, 2011 was $144,434 as compared sixtheonths ended June 30, 201
$1,598,227. This decrease of $1,453,793 is dueaih tp an increase in accounts receivable offseinbyeases in accounts payable
amortization.

Cash provided by financing activities for the signmths ended June 30, 2011 was $24,572 as comma$ddx1 9,000 for the six months en
June 30, 2010. This decrease of $1,894,428 wasaphndue to a decrease in proceeds from the dadtook of $1,210,250 from the 2C
period as compared to the 2011 period and theasera payments of the notes payable in 2011.

The Company relies upon outside entities to finateeperations and provide capital for lendingwdides. A tightening of capital marke
can reduce or eliminate funding sources resulting idecrease in our liquidity and an inability tengrate revenues from new lenc
activities.

Off Balance Sheet Arrangements

There are no off balance sheet arrangements tlvat ¢raare reasonably likely to have a current durii effect on our financial conditic
changes in financial condition, revenues or expen®sults of operations, liquidity, capital expgmebs or capital resources that are mat
to investors.

Impact of Inflation

We believe that inflation has not had a materiglast on our results of operations for the six memhded June 30, 2011. We cannot a
you that future inflation will not have an adveisgact on our operating results and financial ctioni

CRITICAL ACCOUNTING POLICIES

A summary of significant accounting policies isluaed in Note 2 to the unaudited financial statetmércluded elsewhere in this Report.
believe that the application of these policies otoasistent basis enables us to provide usefulraliable financial information about ¢
operating results and financial condition. Thddwing are a summary of the significant accountsgimates and policies that we believe
most critical to aid in fully understanding and kexading our reported financial results.

Estimates. The preparation of financial statements in canity with accounting principles generally acceptedhe United States requil
management to make estimates and assumptiondfiénetttae reported amounts of assets, liabilitied e disclosure of contingent assets
liabilities at the date of the consolidated finahatatements and revenues and expenses duringpihting period. Accordingly, actual resi
could differ from those estimates. We have madenates for doubtful accounts of accounts recéedhir values of our customer lists
the estimated useful lives for the amortizatioroaf customer lists. Management believes thatatwunting estimates employed and
resulting balances are reasonable; however, aetsalts may differ from these estimates under dififeassumptions or conditions. Ther
significant accounting estimates inherent in theppration of our financial statements include est#® as to the value of customer lists
customer relationships, values which are not rgafparent from other sources.

Fair Value of Financial Instruments . The Company considers the carrying amounts r&nitial instruments, including cash, acco

receivable, accounts payable and accrued expemsks)\@es payable to approximate their fair valuesabse of their relatively sh
maturities.
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Accounts and Unbilled Receivables Accounts and unbilled receivables consist of am® due from customers. The Company reco
provision for doubtful receivables, if necessaoyallow for any amounts which may be unrecoverabtdch is based upon an analysis of
Company’s prior collection experience, customeditveorthiness and current economic trends.

Intangible Assets. Intangible assets are recorded at fair valueaanartized on the straighite method over the estimated useful lives o
related assets. The carrying value of intangibkets are reviewed for impairment by managemedetat annually or upon the occurrenc
an event which may indicate that the carrying amouay be greater than its fair value. If impairdae Company will writedown sucl
impairment. In addition, the useful life of thedangible assets will be evaluated by managemesetat nnually or upon the occurrence ¢
event which may indicate that the useful life maywdr changed. Customer lists were valued basedamagemens forecast of expect
future net cash flows, with revenues based on prejerevenues from customers acquired and are beiogtized over five to seven years.

Revenue Recognition. Revenue is recognized when it has persuasivéderge of an arrangement, the fee is fixed and mé@table
performance of service has occurred and collediosaasonably assured. Revenue is recognized ipettied the services are provided.

ltem 3.  Quantitative and Qualitative Disclosures about Marlet Risk
Not required

Iltem 4.  Controls and Procedures

Evaluation of disclosure controls and procedures.

We carried out an evaluation, under the superviaiwh with the participation of the Compasyhanagement, including our Chief Exect
Officer and our Chief Financial Officer, of the eftiveness of the design and operation of ouralsece controls and procedures, as defin
Rule 13a-15(e) and 15tb(e) under the Exchange Act. Based upon thauatiah, our Chief Executive Officer and Chief Finah Officel
have concluded that our disclosure controls were gffective as of June 30, 2011, based on theiluatian of these controls a
procedures. Disclosure controls and proceduresida¢ without limitation, controls and proceduressidned to ensure that informait
required to be disclosed by an issuer in reporfited or submits under the Exchange Act is accatedl and communicated to managen
including its principal executive officer or office and principal financial officer or officers, persons performing similar functions,
appropriate to allow timely decisions regardinguiegd disclosure.

We have identified certain matters that constitutgterial weakness (as defined under the Public @ompccounting Oversight Boe
Auditing Standard No. 2) in our internal controlgeo financial reporting. The material weaknes$ed we have identified relate to the
that our overall financial reporting structure gimtal accounting information systems and curreaffisg levels are not sufficient to suppor
financial reporting requirements. We are workingamedy our deficiency.

Changesin internal control over financial reporting. There has been no change in the Compaimgernal control over financial reporting

connection with the evaluation of such internaltoals that occurred during our last fiscal quatteat materially affected, or are reason
likely to materially affect, our internal controber financial reporting.
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PART II. OTHER INFORMATION
ltem 1. Legal Proceedings
On August 1, 2011, the Company learned that it meased in litigation seeking payment of an “exclitgitee” arising out of the engagem
of a financing source as alleged in the complastmore fully described in the FornK8-dated August 1, 2011. The Company believes
this particular claim is without merit and intentdsvigorously defend this action. The Company &las filed a counterclaim relating to

improper nature of the lawsuit.

While the outcome of these legal proceedings, ¥ @annot be predicted with certainty, we do ngiext that these proceedings will hay
material effect upon our financial condition orukis of operations.

We are not currently subject to any other legatpedings, nor, to our knowledge, is any other Ipgateeding threatened against us. F
time to time, we may be a party to certain legalcpedings in the ordinary course of business, dhetu proceedings relating to
enforcement of our rights under contracts.

Item 1A. Risk Factors

Not required

Iltem 2.  Unregistered Sales of Equity Securities and Use Bfoceeds

On March 1, 2011, the Company issued 4,000,080 .80, per share, to purchase all of the outstanstares of MGL Solutions, Inc. Thi
shares were sold to an accredited investor invafgritransaction and therefore believed to be ekénmm registration.

On January 7, 2011, the Company sold 1,666,66 &stircommon stock for $472,500, net of expens@9(Per share). In addition, for ei
share of common stock sold, the Company issueda@meant to purchase one shares of common stocl6@t fer share, for a period o
years. The number and price of the warrants magdiested upon certain transactions, as definedwilreant may be called by the Comp
after three years from issuance, if the price ef4dtock shall be above $.70, per share,defined. These shares were sold to an accre
investor in a private transaction and thereforéelel to be exempt from registration.

In April 2011, the Company sold 833,334 sharesowfimon stock for $236,250, net of expenses, resgyti($.30, per share). These sh
were sold to an accredited investor in a privaagaction and therefore believed to be exempt fegistration.

ltem 3.  Defaults Upon Senior Securitie:
None

Item 4. (Removed and Reserved
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ltem 5.  Other Information

None

ltem 6. Exhibits

Item 601 of Regulation S-K

Exhibit No.: Exhibit
31.1 Rule 13i-14(a)/15¢-14(a) Certification of Chief Executive Officer dfe Compan
31.2 Rule 13i-14(a)/15¢-14(a) Certification of Chief Financial Officer di¢ Compan)
32.1 Section 1350 Certificatioby Chief Executive Officer and Chief Financial @#r
101 The following financial information from QuadrantSystems Corporation’s Quarterly Report on FormQLbr the

quarter ended June 30, 2011, formatted in XBRL €eXible Business Reporting Language): (i) Constdai®alanc
Sheets at June 30, 2011, (ii) Consolidated Statemt#rincome (Unaudited) for the three and six rhergnded Jul
30, 2011 and 2010, (iii) Consolidated Statement€adgh Flows (Unaudited) for the six months endet R0, 201
and 2010, and (iv) the Notes to Consolidated FiizuStatements (Unauditec
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SIGN ATURES
In accordance with the requirements of the Exchaicfe the registrant caused this report to be gigoe its behalf by the undersign
thereunto duly authorized.
QUADRANT 4 SYSTEMS CORPORATION
August 17, 2011 By: /s/ Dhru Desai

Dhru Desa
Chief Financial Officer, President, and Direc
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Exhibit 31.1
CERTIFICATIONS
I, Nandu Thondavadi, Chief Executive Officer of @uent 4 Systems Corporation certify that:
1. | have reviewed this Quarterly Report on FormQLOf Quadrant 4 Systems Corporation;

2. Based on my knowledge, this report does notaiortny untrue statement of a material fact or amgtate a material fact neces:
to make the statements made, in light of the cistances under which such statements were madejisieading with respect to the per
covered by this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrans other certifying officer and | are responsible éstablishing and maintaining disclosure contesid procedures (
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportiras ([defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresaused such disclosure controls and procedarkes designed under our supervis
to ensure that material information relating to tegistrant, including its consolidated Subsidigrie made known to us by others within tt
entities, particularly during the period in whidtig report is being prepared;

b) Designed such internal control over financigdaing, or caused such internal control over faiahreporting to be designed under
supervision, to provide reasonable assurance reggatte reliability of financial reporting and th@eparation of financial statements
external purposes in accordance with generally@edeaccounting principles;

c) Evaluated the effectiveness of the registsadiSclosure controls and procedures and presémtdds report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt; and

d) Disclosed in this report any changes in thestegmt's internal control over financial reportititat occurred during the registratnos
recent fiscal quarter (the registranfburth fiscal quarter in the case of an annuabrig that has materially affected, or is reasopdikkly to
materially affect, the registrant’s internal comeer financial reporting; and

5. The registrang other certifying officer and | have disclosedsdsh on our most recent evaluation of internal @rdver financie
reporting, to the registrant’s auditors and theitaodmmittee of the registrarst’'board of directors (or persons performing theivaeden!
functions):

a) All significant deficiencies and material weakses in the design or operation of internal contnadr financial reporting which &
reasonably likely to adversely affect the regisfsaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invavwemanagement or other employees who have a signifiole in the registrargt’interna
control over financial reporting.

Date: August 17, 2011 /s Nandu Thondavadi
Nandu Thondavac
Chief Executive Officer and Directt




Exhibit 31.2
CERTIFICATIONS
I, Dhru Desai, Chief Financial Officer of QuadrdnSystems Corporation, certify that:
1. | have reviewed this Quarterly Report on FormQLOf Quadrant 4 Systems Corporation;

2. Based on my knowledge, this report does notaiortny untrue statement of a material fact or amgtate a material fact neces:
to make the statements made, in light of the cistances under which such statements were madejisieading with respect to the per
covered by this report;

3. Based on my knowledge, the financial statememd,other financial information included in théport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrans other certifying officer and | are responsible éstablishing and maintaining disclosure contesid procedures (
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportiras ([defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls and procedaresaused such disclosure controls and procedarkes designed under our supervis
to ensure that material information relating to tégistrant, including its consolidated subsidigris made known to us by others within tt
entities, particularly during the period in whidtig report is being prepared;

b) Designed such internal control over financigdaing, or caused such internal control over faiahreporting to be designed under
supervision, to provide reasonable assurance reggatte reliability of financial reporting and th@eparation of financial statements
external purposes in accordance with generally@edeaccounting principles;

c) Evaluated the effectiveness of the registsadiSclosure controls and procedures and presémtdds report our conclusions about
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt, based on such evaluation; and

d) Disclosed in this report any changes in thestegmt's internal control over financial reportititat occurred during the registratnos
recent fiscal quarter (the registranfburth fiscal quarter in the case of an annuabrig that has materially affected, or is reasopdikkly to
materially affect, the registrant’s internal comeer financial reporting; and

5. The registrang other certifying officer and | have disclosedsdsh on our most recent evaluation of internal @rdver financie
reporting, to the registrant’s auditors and theitaodmmittee of the registrarst’'board of directors (or persons performing theivaeden!
functions):

a) All significant deficiencies and material weakses in the design or operation of internal contnadr financial reporting which &
reasonably likely to adversely affect the regisfsaability to record, process, summarize and refioancial information; and

b) Any fraud, whether or not material, that invavwemanagement or other employees who have a signifiole in the registrargt’interna
control over financial reporting.

Date: August 17, 2011 /s/ Dhru Desai
Dhru Desa
Chief Financial Officel




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of QuadrarBystems Corporation (the “Company”) on FormQ@sr the quarter ending June
2011 as filed with the Securities and Exchange Ciasion on the date hereof (the “Report;)Nandu Thondavadi, Chief Executive Offi
and I, Dhru Desai, Chief Financial Officer of ther@pany, each hereby certify, pursuant to 18 U.S&&tion 1350, as adopted pursual
Section 906 of the Sarbanes-Oxley Act of 2002, thvaty knowledge:

(1) The report fully complies with the requirementsSafction 13(a) or 15(d) of the Securities Exchangeoh1934; anc

(2) The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations of

Company
August 17, 2011 By: /s/ Nandu Thondavadi
Nandu Thondavac
Chief Executive Officer and Direct
August 17, 2011 By: /s/ Dhru Desai

Dhru Desa
Chief Financial Officer, President and Direc



