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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 September 30, 201.

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)

(732) 7983000

(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 pursumRiuie 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.). Y&s  No[l
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 Exchanc
Act.

Large accelerated file [ Accelerated filerd

Non-accelerated file [ Smaller reporting companixl
(Do not check if a smaller reporting compe

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 outstandird Bi®vember 18, 2011 was 49,250,492.
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PART I|. FINANCIAL INFORMATION

Item Financial Statements
1.

QUADRANT 4 SYSTEMS CORPORATION
CONSOLIDATED BALANCE SHEETS

ASSETS

Current Asset

Cash

Accounts and unbilled receivables (net of allowafacedoubtful accounts of $339,008
and $153,007 for September 30, 2011 and Dece®ih@010, respectivel

Other current assets

Total current asse
Property and equipme- net
Deferred cost
Other asset
Intangible assets, net

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: 10,000,000,000 sh@ssued and outstanding: nc
Common stock - $0.001 par value;authorized: 5@@MO00 shares: issued and outstanding

49,250,492 and 42,750,492 at September 30, 20d December 31, 2010, respectiv
Additional paic-in capital
Deficit

Total stockholders' equity

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

See notes to the consolidated financial statements

September 30 December 31

2011 2010
(Unaudited)

$ 87,20t $ 60,06:
8,724,98 3,572,93.
16,32! 7,544
8,828,51. 3,640,53
5,00(C -
216,32t -
58,74 -
18,983,82 7,762,16.

$ 28,092,41 $ 11,402,70

$ 5,817,40. $ 2,076,28

5,004,20: 2,295,561
1,887,141 390,43
- 390,00(
12,708,75 5,152,28
9,237,96 4,118,791
21,946,72 9,271,07
49,25( 42,75(
10,200,75 5,498,50;
(4,104,31) (3,409,62)
6,145,68 2,131,62;

$ 28,092,41 $ 11,402,70
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QUADRANT 4 SYSTEMS CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
Three months ended September
30, Nine Months Ended September 3(
2011 2010 2011 2010
Revenue $ 7,834,86! $ 5194,60. $ 21,837,199 $ 10,618,25.
Cost of revenue 6,088,50! 4,429,44. 17,023,322 9,176,42
Gross Margir 1,746,36: 765,16: 4,813,86! 1,441,82
General and administrative expen (465,75) (270,99) (1,436,03) (439,080
Amortization expens (1,122,62) (542,63) (2,878,33) (959,91)
Interest expense (368,81() (298,619 (1,194,17.) (582,617
Net loss $ (210,829 $ (347,08) $ (694,68 $ (539,77))
Net loss per common she * 3% (0.01)) $ (0.01)) $ (0.0%)
Weighted average common shares - basic
and diluted 49,250,49 37,150,21 47,779,18 19,406,62

* Less than $.01. per she

See notes to consolidated financial statements
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QUADRANT 4 SYSTEMS CORPORATION
CONSOLIDATED STATEMENT OF CASH FLOWS

For the Nine Months Ended
September 30,
2011 2010

Cash flows from operatinactivities:
Net loss $ (694,68H) $ (539,77)
Adjustments to reconcile net loss to

net cash used in operating activiti

Amortization 2,878,33! 959,91
Doubtful account 186,00: -
Disposal of fixed asse 26,70(
Changes in assets and liabilit
Accounts and unbilled receivab (2,165,84) 709,02¢
Deferred expenst (216,326 -
Other current asse (67,52¢) -
Accounts payable and accrued expenses 1,141,171 (6,519,30)
Net cash provided by(used in) operating actsiti 1,061,07. (5,363,43)

Cash flows from investing activitie
Acquisition of assets, net of liabilities assumed

and shares issut - (850,000
Purchase of fixed assets (5,000 -

Net cash used in investing activities (5,000 (850,000
Cash flows from financing activitie
Increase in note payak- factor 2,708,64! 2,899,30!
Proceeds from notes payal 456,59: 387,50(
Proceeds of lor-term debi - 2,603,95!
Increase (decrease) in due to se (390,000 390,00t
Payments of notes payat (4,512,91) (59,567)
Proceeds from sales of common stock 708,75( -

Net cash (used in) provided by financing atiés (1,028,92) 6,221,20.
Net increase (decrease) in Ci 27,14« 7,76¢€
Cash - Beginning of period 60,06 6
Cash - End of period $ 87,20F $ 7,77

Noncash transactic
Acquisition of MGL (net of accounts payabledaaccrued expenses of $2,600,000, notes payabléong-
term debt of $10,672,206 and common stock of $4,000,!

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 Compelngnged its name to Quadrant 4 Systems Corpora@onJuly 1, 2011, the Compe
merged three of its whollgwned subsidiaries, VSG Acquisition Corp., Resouvtire Acquisition Corp. and ISS Acquisition Corptoa
into one newly created wholly-owned subsidiary, Qaat 4 Consulting, Inc.

Operations

In April 2010, the Company changed its primary hass model by broadening its computer consultingaas and selling solutions that
bundled with technology. The Company intends taldith a full spectrum of IT services that includensulting, products and solutic
specific to the Health Care, Telecommunications famahcial services industries. The Company hadaradditional acquisitions to prov
these services.

Through September 30, 2011, all revenues have foeencomputer software 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 finansiatements and with the rules and regulations uRe@gulation SX of the Securities ar
Exchange Commission for Form T@- Accordingly, they do not include all of thednfnation and footnotes required by accounting fpiee
generally accepted in the United States for corepfatancial statements presentation. In the opirdbrmanagement, all adjustme
(consisting of normal recurring accruals) considemecessary to present fairly the financial posijti@sults of operations and cash flows
interim financial statements have been includeas€Ehfinancial statements should be read in coripmetith the financial statements of
Company together with the Company's managemenusigm 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 includetaldaccounts of the Company and its wholly ownedislidries, Quadrant 4 Consulting, |
(formerly VSG Acquisition Corp, Resource Mine Acsjtion Corp, and ISS Acquisition Corporation) anda@rant 4 Solutions, Inc. (forme
MGL Solutions, Inc.). All significant intercomparaccounts and transactions have been eliminatedrisolidation.
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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 thealisce of contingent assets and liabilitie
the date of the consolidated financial statememdsravenues and expenses during the reportingdekitrordingly, actual results could dif
from those estimates.

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 recdejahccounts 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 curem@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.

Customer lists were valued based on managem@orecast of expected future net cash flows, vatlenues based on projected revenues
customers acquired and are being amortized overyfars.

Revenue Recognition

Revenue is recognized when there is persuasiveeesgdof an arrangement, the fee is fixed and détebte, performance of service |
occurred and collection is reasonably assured.

Revenue is recognized in the period the servieepravided.

Income Taxes

Deferred income taxes have been provided for teargatifferences between financial statement andrimetax reporting under the liabil
method, using expected tax rates and laws thabgrected to be in effect when the differences ape&ed to reverse. A valuation allowa

is provided when realization is not considered niitedy than not.

The Companys policy is to classify income tax assessmentsanif, for interest in interest expense and for pg@slin general ar
administrative expenses.
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Recent Accounting Pronouncements

In September 2011, the Financial Accounting Staael&@oard (FASB) issued Accounting Standards Up¢agiJ) 2011-08: “Intangibles--
Goodwill and Other (Topic 350) Testing Goodwill fanpairment”. The amendments in this update are intended to eedomplexity an
costs by allowing the reporting entity the optiennmhake a qualitative evaluation about the likelithad goodwill impairment to determi
whether it should calculate the fair value of aoripg unit. The update includes examples of evant$ circumstances that an entity sh
consider in evaluating whether it is more likelahnot that the fair value of a reporting unitésd than its carrying amount. ASU 2008 i¢
effective for annual and interim goodwill impairndrsts performed for fiscal years beginning aRecember 15, 2011. Early adoptiol
permitted for annual and interim goodwill impairnersts performed as of a date prior to September2011 if the entity's financi
statements for the most recent annual or interiro@dave not yet been issued.

In June 2011, the Financial Accounting Standardar8qFASB) issued Accounting Standards Update (A30)105, Comprehensi
Income (Topic 220): Presentation of Comprehensiveome. ASU 201D5: (1) eliminates the option to present componertothe
comprehensive income (“OCIgs part of the statement of changes in stockholdgtsty, (2) requires presentation of each compboéne
income and each component of OCI (and their reg@etdtals) either in a single continuous statenw@nin two separate (but consecut
statements, and (3) requires presentation of &filzegtion adjustments on the face of the statemEmé amendment is effective for fis
years and interim periods within those years, b@gupafter December 15, 2011. The Company doesxpéct the adoption of ASU 2C-05
to have a significant impact on the Company's clisesied financial statements.

In May 2011, the FASB issued ASU 2011-04, Fair ¥aMeasurement (Topic 820)AfMmendments to Achieve Common Fair Ve
Measurement and Disclosure Requirements in U.S. BAAd IFRSs”.The new guidance results in a consistent definitibfair value an
common requirements for measurement of and disaoalbout fair value between U.S. Generally Acceptedounting Principles (GAAF
and International Financial Reporting Standardsil®/many of the amendments to U.S. GAAP are npeeted to have a significant eff
on practice, the new guidance changes some faievaleasurement principles and disclosure requiremekdoption of ASU 20104 is
effective for annual periods beginning after Decemb, 2011 and is not expected to have a significapact on the Company's consolid:
financial statements.

Management does not believe that any other recésdlyed, but not yet effective accounting pronooresats, if adopted, would have
material effect on the accompanying consolidatedrfcial statements.

NOTE 3 — ACQUISITIONS

StoneGate Holdings

On May 20, 2010, the Company acquired 100% of titstanding shares of VSG Acquisition, Inc. (VSGMIRAcquisition, Inc. (RMI) an
ISS Acquisition, Inc. (ISS) from StoneGate Holdingg. (StoneGate Holdings), in exchange for a patgable of $3,800,000 and 32,000,
shares of common stock of the Company. StoneGaldings, through VSG, RMI and ISS had either regentl was about to complete
following acquisitions. All of these purchases wépeexpand the Compars/customer base. The note payable is due May 32, Ziut
interest at 5%, per annum.

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 acquisitia® lvased 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 é&sssvned by Bank of America, acquired under itsuggc agreement with Cornerstc
Information Systems, Inc. and Orionsoft, Inc., ktkange for $3,800,000 in cash, the assumptioredhin liabilities of $6,957,641 anc
commitment to issue 32,000,000 of the Compamm@mmon stock. The purchase agreement providethéo€ompany to take control of
assets and operations on April 1, 2010.
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The value of the purchase price was based on #temaid, the liabilities assumed and the valughefdommitment to issue the shares o
Company's common stock, $1,920,000, the stock pfitlee Company's common stock as of the effectate of the transaction.

The Company included the operations of VSG ashefdate of control. The acquisition was recordedttan purchase method and
aggregate purchase price of $12,677,641and wasadld over the assets acquired, as follows:

Accounts receivabl $ 4,957,13
Customer list 7,720,50:
Purchase price $ 12,677,64

The purchase price also provided for the Comparch&rge all uncollectable receivables against tte payable to Stonegate Holdings.
Resource Mine

On May 3, 2010, RMI purchased certain assets ovegd@esource Mine, Inc. in exchange for a note pkeyaf $250,000 and the assump
of certain liabilities of $588,333. The purchaseeagnent provided for the Company to take contrahefassets and operations on Apr
2010.

The value of the purchase price was based onahdities and the note issued.

The Company included the operations of RMI as efdhate of control. The acquisition was recordedhenpurchase method of accoun
with the purchase price of $838,333 allocated therassets acquired, as follows:

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

Integrated Software Solutions

Effective July 1, 2010 the Company acquired cersasets of Software Solutions, Inc. in exchange(&8r$850,000 in cash, which was f
$150,000 into escrow and $700,000 which was pai®atober 15, 2010, plus interest at 10%, per anrfbjr$500,000 due on June 30, 2(
plus interest at 5%, per annum, and (c) 2,000,0@0es of the Company’common stock. The shares were valued at $9008@Ghare pric
on the date of the acquisition. The purchase ageaeprovided for the Company to take control ofdkeets and operations on July 1, 2010.

The value of the purchase price was based on #itep=d, the liabilities assumed and the valudefshares of the Company's common ¢
issued.
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The Company included the operations of ISS asefitite of control. The acquisition was recordedhenpurchase method of accounting
the aggregate purchase price of $2,250,000 andilleested 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, payabie 30, 201«

- Note payable of $2,500,000 to the seller, payali®iger 1, 2013

- Issuance of 4,000,000 shares of common stock o tmepany

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

- Contingent ear-out of up to $10,000,000, payable over three yéesrned, as define:

The Company took control of the assets and opgrstbn March 1, 2011.

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

The value of the purchase price was based on ttes igsued, value of the shares of the Companysnom stock issued and the liabilit
assumed.

The Company included the operations of Quadranpblitins as of the date of control. The Compangoréed the acquisition on 1
purchase method of accounting and allocated theeggte purchase price over the assets acquiréal)@ss:

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 expet (2,500,000
Notes payable (5,672,206

Purchase price $ 9,100,001

10
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NOTE 4 — INTANGIBLE ASSETS
As of September 30, 2011, intangible assets cmusaf the following:

Accumulated

Cost Amortization
Customer lis- VSG $ 6,220,50: $ 2,051,44.
Customer lis— RMI 801,03« 240,31
Customer lis— ISS 2,243,17! 560,79:
Customer lis- Quadrant 4 Solutior 8,500,001 991,66
Technology softwar 3,500,001 291,66¢
Framework technology software 2,100,00! 245,00(

$ 23,364,71 $ 4,380,88

For the nine months ended September 30, 201 hntivetization expense was $2,878,338.

As of December 31, 2010, the Company determinetitbigacarrying value of the customer list of VSGswgaeater than its fair value a
accordingly, wrote off $1,500,000.

As of September 30, 2011 the estimated aggregatediaation expense for each of the five succeegleays was as follows:

2012 $ 4,419,99:
2013 4,419,99:
2014 4,419,99:
2015 3,632,17;
2016 1,383,33;

$  18,275,49

NOTE 5 - NOTE PAYABLE - FACTOR

On February 23, 2010 and June 1, 2011, as ametidge@ompany (through StoneGate Holdings and VS@Yred into a financing agreem
with a financing company providing factnancing (Factor). Under the agreement, the Compassigned certain accounts receiv:
including purchased accounts receivable, to theédrFat return for a line of credit of $6,500,00thelagreement is automatically renewabl
the second anniversary unless cancelled by théeparfees under the agreement consist of a conemitfee of $35,000, a service fee
0.825%, per month, and interest at prime plus 286,gnnum. In addition, the Company was providea@dditional loan of up to $800,0(
with interest at 24%, per annum, payable in monéimhounts, commencing April 1, 2010, and due inguilbr to December 31, 2011.

All borrowings are collateralized by the accoumseivable and substantially all other assets.

11
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NOTE 6 — NOTES PAYABLE - OTHER

As of September 30, 2011, notes payable consi$ted o

Note payable due December 31, 2011, plus intet€@%, per annun $ 62,50(
Note payable due December 31, 2011, plus intete$1%, per annur 140,00(
Note payable due June 30, 2012, plus interest gbé&%annun 500,00(
Note payable due May 31, 2012, plus interest atf@bannun 320,37
Note payable due May 31, 2012 to a stockholdes iterest at 5% per annt 864,27

Total short-term notes $ 1,887,141
Note payable due to seller, on October 1, 2013 iptesest at 5%, per annu 2,162,96
Note payable due October 1, 2013, plus interes0%t, per annur 2,075,001
Note payable due to seller, on June 30, 2014, iptasest at 5%, per annu 5,000,001

Total long-term notes $ 9,237,96'

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 $1,587,834, 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&stdrcommon stock for $472,500, net of expens@9(Per 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.

In April 2011, Company sold 833,333 shares of comstock for $236,250, net of expenses ($.30, pare3h

12
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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

On August 1, 2011, the Company learned that it maamed in litigation seeking payment of an "exclitgitee" arising from the engagem
of a financing source as alleged in the complairitie Company believes that this particular clainvithout merit and intends to vigorou
defend this action. The Company has also filedunterclaim relating to the improper nature oflitigation.

On October 20, 2011, the Company has also leahadttwas named in litigation seeking repaymerd &dan to one of its shareholders b
on the allegation that the shareholder would inelsdares of the Comparystock owned by it as part of the security or pathe repayme|
arrangements between the shareholder and the arreditthat shareholder. The Company was not aypartthe loan arrangement. 1
Company believes that inclusion of the Companyedlaim is without merit and intends to vigoroudsfend this action.

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

13
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ltem 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 September28@1 contains forwartboking statements within the meaning of SectioA 2t the
Securities Act of 1933, as amended, and Sectionad2ike Securities Exchange Act of 1934, as amenéedvardiooking statements may
identified by the use of forward-looking terminojggsuch as “may”, “shall”, “could”, “expect’, “estiate”, “anticipate”, “predict’
“probable”, “possible”, “should”, “continue”, or wiilar terms, variations of those terms or the nggadf those terms. The forwatdeking
statements specified in the following informaticewvh been compiled by our management on the basissofmptions made by manager
and are considered by management to be reasor@lrduture operating results, however, are impdsdgib predict and no representat

guaranty, or warranty is to be inferred from thfssevard-looking 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 completed certain significant acquisgiin the quarters ended June 30, 2010 and Juyn203Q that are reflected in -
accompanying financial statements. The Compamgctively pursuing a business model that was chaagedexpanded in connection v
the acquisition of assetsand opportunities presented therein. Therefore stgnificance of these recent acquisitions incduckertain facto
which represent risks and also require accentuatimhexplanation.

The current operations of the Company consist o¥iging 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 which wereissdjas relationships from acquisitit
as well as the acquisition of new business relatigps as part of its acquisition strategy.

The financial statements being reported in thisr@@uly Report are based on assets acquired inubgers ended June 30, 2010 and Jun
2011. The Company has a limited operating histdtli these assets, their management and the impkatien of controls. There can be
assurance that the assets will continue to perforthe manner and to the degree indicated by tien€ial results disclosed for the recently-
ended third quarter. The risks associated witerg-acquired assets are also discussed as mrisk Companys annual report under Fo
10-K.

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 rexeefrom continuing operations. 1
revenues, expenses and income reflect the new dassEn. Acquisition of the new businesses resitftadaterial 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.
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Comparison of Three Months Ended September 30, 20%hd 2010

Revenues for the three months ended September03Q, ttaled $7,834,869 compared to $5,194,603 wdmee during the same perioc
2010. The increase in revenues of $2,640,266 wiasagly due to the inclusion of revenues from tBempanys acquisition of a ne
business entity on March 1, 2011. Revenues wemgpraeed of serviceelated sales of software programming, consulting developmel
services.

Cost of revenue for the three months ended Septe8he2011 totaled $6,088,508 compared to cosewémue of $4,429,442 during
same period in 2010. The increase in cost of neveri $1,659,066 was due primarily to the inclusiéreost of revenue from the Compasny’
acquisition of a new business entity March 1, 2@dst of revenue is comprised primarily of the direosts of employee and contract Iz
and related expenses.

Selling, general & administrative expenses for ttiee months ended September 30, 2011 totaled B8®Eompared to selling, genera
administrative expenses of $270,992 during the saenied in 2010. The increase in selling, gen&raldministrative expenses of $194,
was primarily due to the inclusion of selling, geale& administrative expenses from the Compangtquisition of a new business er
on March 1, 2011. The actual amount of sellirepegal and administrative expenses for this peniodld have been greater but, during
three months ended September 30, 2011, the Conuagnitplized $216,326 of immigration/visa legal exges which will be amortized ove
three year period. There was no comparable dapiti@n of expenses in the prior period.

Amortization expense for the three months endede®gper 30, 2011 and September 30, 2010 was $1222d@mpared to $542,637 dur
the same period in 2010. The increase in amaidiza&xpense of $579,990 was due to the additiamadrtization expense from intangi
assets (customer lists, software technology, andweae technology) acquired in connection with bhasg entities acquired by the Comg
in 2010 and the first quarter in 2011. Amortizatferiods on the acquired intangibles range fropi75/ears.

Financing and interest costs for the three montmde@ September 30, 2011 and September 30, 2010 $36@810 and $298,6:
respectively. The increase in financing and irgecests of $70,195 was due to an increase in mpatgsble and longerm debt to finance tl
Company’s acquisitions and the note payable-factor.

The Company reported a net loss of $210,829 fothtee months ended September 30, 2011 comparneet foss of $347,083 for the sa
period in 2010. The decrease of $136,254 in rest Veas due to the increased operations of the Quyripahe current period as compare
the prior period.

Comparison of Nine Months Ended September 30, 20Ehd 2010

Revenues for the nine months ended September 3Q, ®6re $21,837,195 compared to $10,618,254 ofnteveluring the same perioc
2010. The increase in revenues of $11,218,941duasto the inclusion of revenues from the Compsmagquisition of two new busine
entities on July 1, 2010 and March 1, 2011. Ferrtime months ended September 30, 2010, there mashwee months of revenue repol
from the entity acquired on July 1, 2010. Revenuese comprised of servigelated sales of software programming, consulting
development services.

Cost of revenue for the nine months ended SepteBhe2011 were $17,023,329 compared to cost ofmevef $9,176,428 during the se
period in 2010. The increase in cost of revenu®70846,901 was due to the inclusion of cost oénexes from the Comparsyacquisition ¢
two new business entities on July 1, 2010 and Mar@011. For the nine months ended Septembet(B@, there were only three month
cost of revenues reported from the entity acquimeduly 1, 2010. Cost of revenues are comprisadapily of the direct costs of employ
and contract labor and related expenses.

Selling, general & administrative expenses for tiiie months ended September 30, 2011 were $1,48@@8pared to selling, genera
administrative expenses of $439,080 during the saenied in 2010. The increase in selling, gen&raldministrative expenses of $996,!
was primarily due to the inclusion of selling, gerle& administrative expenses from the Compangtquisition of two new business enti
on July 1, 2010, and March 1, 2011. For the nirmmntims ended September 30, 2010, there was onlg thanths of selling, general ¢
administrative expenses from the entity acquiredlaly 1, 2010. The actual amount of selling, gahand administrative expenses for
period would have been greater but, during the mpaths ended September 30, 2011, the Companyatapi $216,326 of immigration/vi
legal expenses which will be amortized over a tlyes period. There was no comparable capitatimadf expenses in the prior period.
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Amortization expense for the nine months ended é3epér 30, 2011 was $2,878,338 compared to $95%Dalnortization expense duri
the same period in 2010. The increase in amoidizatxpense of $1,918,427 was due primarily to dhertization of intangible ass
(customer lists, software technology, and hardweeknology) in connection with from the new buseatities which the Company acqui
in 2010 and the first quarter of 2011. Amortizateriods on the acquired intangibles range fromi’5years.

Financing and interest costs for the nine montltedrSeptember 30, 2011 were $1,194,174 comparg88®,612 of financing and inter
costs during the same period in 2010.The increagmancing and interest costs of $611,562 wasidterest notes payable and lotggm
debt to finance the Company’s acquisitions anchtite payable-factoring.

The Company reported net loss of $694,685 for the months ended September 30, 2011 compared toswebf $539, 777 for the sa
period in 2010. The increase of $154,908 in theloss for nine months ended September 30, 2011 psiagarily due to the increas
operations of the Company in the current periodamspared to the prior period.

Earnings Before Interest, Taxes, Depreciation amdorization (EBITDA) for the three and nine montaésded September 30, 201:
calculated as follows:

September 30  September 30

2011 2011
3 months endec 9 months endec
Net loss $ (210,829 $ (694,68
Interest expens 368,81( 1,194,17.
Depreciation/amortization 1,122,62 2,878,33!
EBITDA $ 1,280,60i $ 3,377,82

LIQUIDITY AND CAPITAL RESOURCES

At September 30, 2011, the Company had an accuedudsgficit of $4,104,314 and a working capital diebf $3,880,243.

Net cash provided by operations for the nine moetided September 30, 2011 was $1,061,072 as cadnfmapash used in operations
nine months ended September 30, 2010 of $5,363#88.increase of $6,424,510 was due in part tmarease in accounts receivable of
in part by increases in accounts payable and aratidn.

Cash used in financing activities for the nine rhanénded September 30, 2011 was $1,028,928 as pesjpacash provided by operati
$6,221,204 for the nine months ended Septembe2®@M. This decrease of $7,250,132 was primarilytdwedecrease in borrowings offse
part by an increase in payments of borrowings andgeds from the sale of stock.

The Company has relied upon outside entities alheks¢o finance its operations and acquisitioAstightening of capital markets may red
or eliminate funding sources resulting in a deczgaour liquidity and an inability to generate eeues from new lending activities.

Off Balance Sheet Arrangements
There are no off balance sheet arrangements tlvat ¢raare reasonably likely to have a current ourii effect on our financial conditic

changes in financial condition, revenues or expen®sults of operations, liquidity, capital expiémebs or capital resources that are mat
to investors.
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Impact of Inflation

We believe that inflation has not had a materiglat on our results of operations for the nine mem®nded September 30, 2011. We cz
assure you that future inflation will not have alverse impact on our operating results and findcoiadition.

CRITICAL ACCOUNTING POLICIES

A summary of significant accounting policies isluded in Note 2 to the unaudited financial statet:ércluded elsewhere in this Report.
believe that the application of these policies otoasistent basis enables us to provide usefulrali@ble 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 assumptiondfénetttae reported amounts of assets, liabilitied the disclosure of contingent assets
liabilities at the date of the consolidated finahatatements and revenues and expenses duringpiheting period. Accordingly, actual resi
could differ from those estimates. We have madenates for doubtful accounts of accounts recéeydhir 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, agsalts may differ from these estimates under diffeassumptions or condition§he mos
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 expemsbs)\@es payable to approximate their fair valuesabse of their relatively sh
maturities.

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 unrecoverabléch is based upon an analysis of
Company’s prior collection experience, customeditveorthiness and current economic trends.

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

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

ltem 3. Quantitative and Qualitative Disclosures about Marlet Risk

Not required.
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Iltem 4.Controls and Procedures
Evaluation of disclosure controls and procedures.

We carried out an evaluation, under the superviaioh 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 our akseke controls and procedures, as defin
Rule 13a-15(e) and 1515(e) under the Exchange Act. Based upon thauatiah, our Chief Executive Officer and Chief Fin&h Officer
have concluded that our disclosure controls wetteefiective as of September 30, 2011, based onm thailuation of these controls ¢
procedures. Disclosure controls and procedurelsida¢ without limitation, controls and proceduressigned to ensure that informat
required to be disclosed by an issuer in reporfited or submits under the Exchange Act is accatenl 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 constitutaterial weakness (as defined under the Public @osmnp\ccounting 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 gimal accounting information systems and curreaffisg levels are not sufficient to suppor
financial reporting requirements. We are workingeamedy our deficiency.

Changes in internal control over financial reporting. There has been no change in the Comgimgérnal control over financial reporting

defined in Rules 13a-15(f) and 1838{f) under the 1934 Act) during the third quartérfiscal 2011 that has materially affected, c
reasonably likely to materially affect, our interoantrol over financial reporting.
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PART II. OTHER INFORMATION
Item 1. Legal Proceedings

On August 1, 2011, the Company learned that itmeased in litigation in Federal Court in New Yorlekag payment of an “exclusivity fee”
arising out of the engagement of a financing soaxalleged in the complaint , as more fully désatiin the Form &, dated August :
2011. The Company believes that this particular cl&mithout merit and intends to vigorously defehdtaction. The Company has ¢
filed a counterclaim relating to the improper natof the lawsuit.

On October 20, 2011, the Company learned thatstmezamed in litigation in state court in Dallas Te&xseeking repayment of a loan to on
its shareholders based on the allegation thaththeekolder would include shares of the Compasyock owned by it as part of the securit
part of the repayment arrangements between thelsblder and the creditor of that shareholder. Chenpany was not a party to the |
arrangement. The Company believes that inclusidtheoCompany in the claim is without merit andeimiis to vigorously defend this action.

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

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

On March 1, 2011, the Company issued 4,000,000.80$ per share, to purchase all of the outstanslrages of MGL Solutions, Inc. Thu
shares were sold to an accredited investor in\af&ritransaction and therefore believed to be ekémm registration pursuant to Rule 4
involving private sales.

On January 7, 2011, the Company sold 1,666,662stedircommon stock for $472,500, net of expens@d(Per share). In addition, for e
share of common stock sold, the Company issuedn@meant to purchase one shares of common stocl68t fier share, for a period ¢
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 ef stock shall be above $.70, per share, as defiftegse shares were sold to an accre
investor in a private transaction and thereforéelel to be exempt from registration pursuant teeR(2) involving private sales.

In April 2011, the Company sold 833,334 sharesovfimon stock for $236,250, net of expenses, resgyti($.30, per share). These sh
were sold to an accredited investor in a privategaction and therefore believed to be exempt fregistration pursuant to Rule 4
involving private sales.

Item 3. Defaults Upon Senior Securitie:

None

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

None

Iltem 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 Certification by Chief Executive Offiand Chief Financial Officer
101 The following financial information from Quadrant Systems Corporation’s Quarterly Report on FormQL@er the

quarter ended September 30, 2011, formatted in XE&Xtensible Business Reporting Language): (i) ©bdatec
Balance Sheets at September 30, 2011, (ii) CorselidStatements of Income (Unaudited) for the threknine montt
ended September 30, 2011 and 2010, (jiii) Conselii&tatements of Cash Flows (Unaudited) for the nionths ende
September 30, 2011
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SIGNAT URES

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

November 18, 201 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: November 18, 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: November 18, 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 Quadr&r8ystems Corporation (the “Company”) on FormQ@@r the quarter ending Septem
30, 2011 as filed with the Securities and Excha@genmission on the date hereof (the “Report’)Nandu Thondavadi, Chief Execut
Officer and I, Dhru Desai, Chief Financial Officef the Company, each hereby certify, pursuant tdJ18.C. Section 1350, as adof
pursuant to Section 906 of the Sarbanes-Oxley A2002, that to my 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
November 18, 201 By: /s/ Nandu Thondavadi
Nandu Thondavac
Chief Executive Officer and Direct
November 18, 201 By: /s/ Dhru Desai

Dhru Desa
Chief Financial Officer, President and Direc



