EDGAROnline

QUADRANT 4 SYSTEMS CORP

FORM 10-K

(Annual Report)

Filed 07/12/12 for the Period Ending 12/31/11

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 2012, 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-K

(Mark One)

X1 ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the Fiscal Year Ended December 31, 2011

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE EXCHANGE ACT

For the transition period from to

Commission File Number 33-42498

QUADRANT 4 SYSTEMS CORPORATION

(Exact name of registrant as specified in its @rart

Florida 65-0254624

(State or other jurisdiction of incorporation oganization) (IRS Employer Identification No

2850 Golf Road, Suite 405, Rolling Meadows, lllinsi 60008
(Address of principal executive offices)

(732) 7983000

(Registrant's telephone number, including area)code

Securities registered pursuant to Section 12(bhefAct:

(None) (None)
Title of each class Name of each exchange on which registe
Indicate by check mark if the registrant is a -known seasoned issuer, as defined in Rule 405e08#turities Act YesO
Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 orti®ecl5(d) of the Act YesO
Indicate by check mark whether the registrant @9 filed all reports required to be filed by SewetiB or 15(d) of th
Securities Exchange Act of 1934 during the preqgdi@ months (or for such shorter period that thgisteant wa
required to file such reports) and (2) has beefestito such filing requirements for the past 99« Yes[x]
Indicate by check mark whether the registrant hdsrstted electronically and posted on its corpoieb site, if any
every Interactive Data File required to be subrditied posted pursuant to Rule 405 of Regulatidn(8§-232.405 of th
chapter) during the preceding 12 months (or fohsslworter period that the registrant was requioesbibmit and post su
files). YesO

Indicate by check mark if disclosure of delinquiliers pursuant to Iltem 405 of Regulatio-K (8 229.405 of this chapte
is not contained herein, and will not be contairtedhe best of registrastknowledge, in definitive proxy or informati
statements incorporated by reference in Part Ithisf Form 1-K or any amendment to this Form-K.

No [X]

No [X]

No O

No [X]

Indicate by check mark whether the registrant large accelerated filer, an accelerated filer, a-sxcelerated filer, or a smaller report
company. See the definitions of “large accelerdiled,” “accelerated filer” and “smaller reportingpmpany” in Rule 12t2 of the Securitie

Exchange Act of 193¢

Large accelerated fileEl Accelerated filer O
Non-accelerated filefd Smaller reporting companix]
(Do not check if a smaller reporting compa



Indicate by checkmark whether the registrant isellompany (as defined in Rule 126.2 of the S&earExchange Ai
of 1934). YesO No

The aggregate market value of common stock helddmaffiliates of the Registrant on June 15, 2012 basethe closing price on that date
$0.40 on the Over the Counter Bulletin Board wa4,443,814. For the purposes of calculating thiowamh only, all directors, execulti
officers and shareholders owning in excess of figecent (5%) of the Registrastbutstanding common stock have been treated diataff
This determination of affiliate status is not nexsgey a conclusive determination for other purfose

The number of shares of common stock outstandirgd dsne 15, 2012 was 51,740,448.

Documents incorporated by reference. There arammal reports to security holders, proxy informatstatements, or any prospectus -
pursuant to Rule 424 of the Securities Act of 1B®@®rporated herein by reference.
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Special Note Regarding Forward Looking Statements

In addition to historical information, this repadntains forwardeoking statements within the meaning of SectioA 27 the Securities Act
1933, as amended, and Section 21E of the Secufitkxebange Act of 1934, as amended. We use words asc“believe,” “expect,”
“anticipate,” “project,” “target,” “plan,” “optimiic,” “intend,” “aim” or similar expressions whichre intended to identify forwarndoking
statements. Such statements include, among othese concerning market and industry segment granwthdemand and acceptance of
and existing products; any projections of salesyiegs, revenue, margins or other financial itearsy statements of the plans, strategies
objectives of management for future operations; stagements regarding future economic conditionpesformance; uncertainties relate
conducting business in China, as well as all astomg expectations, predictions, intentions ofdfglabout future events. You are cautic
that any such forwartboking statements are not guarantees of futuropeance and involve risks and uncertainties, idiclg those identifie
in Item 1A, “Risk Factorsincluded herein, as well as assumptions, whicthéf/ were to ever materialize or prove incorreoyld cause tt
results of the Company to differ materially fronogle expressed or implied by such forward-lookiageshents.

Although we believe the expectations reflectedhia torwardlooking statements are reasonable, we cannot gearduture results, level
activity, performance, or achievements. Moreoveither we nor any other person assumes respomgifali the accuracy or completenes
any of these forward-looking statements. You showtlrely upon forwardeoking statements as predictions of future evamns.are under r
duty to update any of these forwdobking statements after the date of this reportdoform our prior statements to actual resultsesisec
expectations.

PART I
ITEM 1. BUSINESS

Quadrant 4 Systems Corporation (sometimes refdodterein as “Quadrant 4 Systems” or the “Compamydy incorporated by the Flori
Department of State on May 9, 1990 as Sun ExpressfG Inc. for the purpose of obtaining air cargertification. The Compang’Board ¢
Directors elected in July, 1993 to suspend cediitm efforts, dispose of or abandon existing assetd seek settlement of exis
indebtedness. In July 1994, the Company completeale of its assets to Conquest Sun Airlines Carg.Air Tran, Inc. (a spioff subsidian
of Conquest Sun Airlines Corp.) and remained dotnuatil August, 2001 when the Company became irelin the motion picture indus
and changed its name to Sun Network Group, Incluhre, 2005, the Company became involved in emgtgichnologies, primarily VOIP a
internet-based CCTV security systems, and changedCompanys name to Aventura VOIP Networks, Inc. In Octol#305 the Compai
merged with Aventura Holdings, Inc. and adopted tleane. As Aventura Holdings, Inc., the Compargctd to be governed as lauSines
development company” (or “BDC)inder sections 55 through 64 of the Investment GompAct of 1940 with the primary focus being
ownership of its technology assets including thistsrg VOIP development business and later a complaneloping and selling CCTV cam
systems for security applications. The Companyraipd as a BDC through May 2006 when it filed teelect this status. With the un-
election, the Company ceased to be an investmenpaoy and returned to operating the businessds efibsidiaries. The Company acqu
an interest in an automobile-saf@sancing company with the rights to acquire a éarmterest. This transaction was later unwound tue
Company returned to its core business in emergiolgriologies. On December 24, 2009 the Floridaebamgr of State accepted an amendi
to our Articles of Incorporation changing our natn&olon Corporation. This name was chosen baped gertain planned acquisitions wt
never materialized. On March 31, 2011, effectiverilAl, 2011, the Florida Secretary of State acegémn amendment to our Articles
Incorporation changing our name to Quadrant 4 @yst€orporation. Quadrant 4 Systems Corporationeatlyr offers software produc
platforms, consulting services and solutions iningvtechnologies including Cloud Computing, Molyiliand Social Commerce to sm
medium and large enterprise customers.

The Company has completed the following acquisitioonsistent with its business model:

- The Company acquired the assets of Cornerstonentiation Systems, Inc. and Orionsoft, Inc. from ®fgate Holdings, Inc. effecti
May 20, 2010. The assets were previously acquiye8tonegate Holdings from Bank of America whickdgbem in accordance w
its security agreements. These assets are nowfp@rtadrant 4 Consulting, In

- The Company acquired the assets of Resource Migefrom Stonegate Holdings effective May 20, 20TBese assets are now |
of Quadrant 4 Consulting, In

. The Company acquired the assets of Integrated mdt@olutions, Inc. from this company effectiveyJtif 2010 pursuant to
assignment of the rights to acquire same held byegtate Holdings, Inc. and assigned to the Compahgse assets are now pal
Quadrant 4 Consulting, In

. The Company acquired the assets of Quadrant 4i@udufformerly MGL Solutions, Inc.) effective Mardh 2011.

Principal Business

The Company is engaged in the information techno(d”) sector as a provider of Software as a Service (Saasd technology products
enterprise customers in addition to custom softvdaseelopment, life cycle maintenance, outsourcimgy @onsulting services. In May 2010,
Company acquired certain assets involving IT cdimeyl These acquired assets were greater in ke the existing business assets si
opportunity was treated by the Company as a mat&hi#t in its business model and disclosed in arént Report on Form 8-on May 27
2010. Information Technology related products savices is now the primary focus of the Compabysiness model.
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Business Strategy

The Company focuses on IT and IT Enabled Servit@&$”) market segments including SaaS based applicataifophs, products, solutio
and consulting services solutions specific to Healte, Retail, and Financial Services industrilse Company has adopted this focus to
advantage of recent trends where many US corposatiave deferred upgrading and implementing ITastfucture projects during the most-
recent economic downturn. As these US corporatimvs consider modernizing their IT infrastructuredaenterprise software application:
will be critical for them to take advantage of néschnologies such as Cloud Computing, Mobility é&atial Media and achieve higl
efficiency and greater impact on their businesdoperance. The Company believes that there is a-perdtemand for such IT Solutions
products. Quadrant 4 Systems Corporasa@®lutions include industry specific SaaS basatfqrims offering enterprise software applicati
Company is focused on integrating advanced teclgieddn its platforms and services resulting framnwergence of Mobility and Social Me:
based e-Commerce. Compasigolutions in many cases utilize Cloud Computiaetivéry model. In addition to the technologies gndprietan
software company offers, its consulting and impletagon services will help these clients remaincght and competitive during the recov
time. Company’s approach is to offer new techn@sgnd platforms while leveraging clienturrent infrastructure where possible and
them migrate to more advanced enterprise IT systarnsder to remain efficient and competitive. Canyp believes it will be able to rapit
grow in targeted sectors by organic initiatives rgdatowards developing and deploying new produotstd current and new poten
clients. Company also believes it will be able attract additional assets, resources, technologied client through subsequ
acquisitions. The Company intends to provide @svises primarily to enterprises engaged in thealtheare, Retail and Financial Servi
sectors and a service portfolio comprising, butlmoited to:

. Managed Services through its Software as Serviaagpplatform:
IT Services/Solutions includin

" Software Product Architectu

] Software Development, Maintenance and Outsour
IT Consulting
Specific industr-focused Software Products and/or Technol

The core strategy utilizes the Companyability to integrate new upcoming technologycktancluding Cloud Computing, Social Mec
Mobility Management and advanced Data Analytic® idlients’ existing IT infrastructure, software applicationsdaallow them to leveras
their investments. Company has been building edpadrexpertise not only in technical areas but atsembling industry and domain spe:
competence in Healthcare, Retail and Financialisesy The Company is growing its product portfoliedustry specific solution suit
technology and business resources and clienthisugh both organic efforts as well as through refedly designed merger and acquisi
plan. The Company completed three transaction 010 and 2011 and successfully integrated unidgriyssets, technologies and resot
to maintain growth and maturity of its products @edvices. While maintaining the performance afuiied assets and client relationships
Company has continued to diligently align the acepiitechnology and resources in a way that newyatodievelopment costs are significa
reduced while improving time to market these new Bmovative solutions. Through these acquisitiammmnpany has forged significant off-
shore relationships and established global proderetlopment, support and delivery capabilities &/Bihjoying benefits from low cost overs
labor.

Assets which the Company has acquired so far lasdad expertise in the areas of technology comgulind businesprocess outsourcing
provide a valueadded service to customers of the Company whidwallthose customers to maximize their resourcesiartdrn, create «
preserve value. The Company offers expertise aswfjtit regarding the use of technology and efficyenf technology, outsourcing &
business processes generally. The core strateggde on the business processes and maximizimgatitih of technology and human cag.
for our customers but we do not branch out inteeotdireas of consulting unlike certain of our largempetitors. Instead, we leverage
current client engagements and acquired technaagie human resources into developing a set ofriptapy technologies and platform t
can be offered to enterprise clients as a stan@aaS platform or bundled in custom solution. @ew products based on SaaS model
technology enabled managed services will provigitasnable revenue streams and finar growth curve in gross margins as deployr
grows. We believe this focus on our core strategipdtter for our customers most of whom can realisestantial gains resulting from
efficiency of our services.

Technology implementation for enterprise clientsludes programming services to adopt newer teclgiedoand update legacy systems
customers with established technology bases. Thep@noy is often able to bundle its proprietary matf technology as licensed componer
provide them with a SaaS solution. In most casesservices require substantial hours of techmnyieilled serviceproviders, individuals th
we engage as employees and consultants to offertafents to our customers. Customers obtain famgning services and consulting serv
that might not otherwise be available without teeelopment of an infrastructure and hierarchy tplement such servicgroviders into the
existing corporate environments. Since the Compaay established global delivery model for implermentechnology platforms for |
clients, it has a unique advantage of blended stostture involving low cost labor from overseabeTCompany offers its enterprise clie
very compelling business solutions combining itpesior technology platforms and cost effective eadtirsg and services. This allows «
customers to maximize the efficiency by which tloay implement, adopt or acquire newer technologl reewer businesgrocess solutior
without the hurdles associated with setting up werseeing such infrastructures and hierarchiesis,Tour business model includes bottr
delivery of our services and the management ofrtiiastructure and hierarchy that we have creadeddch delivery.
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In the Financial Services sector, the Company meieeg the changing regulatory environment as weltrands in the interaction betw:
financial services providers and their customerds e role of technology and busingsscess solutions. We help our customers imple
customer-relationshimanagement tools based on newer trends and tegyndlle also help our customers develop and maintaéil
technology infrastructure in light of regulatoryfars, more sophisticated investing markets andagheisi for analysis.

In the Healthcare sector, the Company has idedtifienumber of opportunities that can be addressexligh its expertise and theref
represent marketing opportunities. These oppoiasire in part driven by regulatory climate whiteth payers and providers are recogni
that new set of technologies can play a key rolecimeving additional cost savings and efficiencie have traditionally helped our custon
integrate their needs of providing Healthcare e managing information, managing preventive thesérvices with the evencreasin
regulatory framework in which Healthcare services provided. Our consulting services help custenusliver Healthcare or financing
Healthcare to maximize affordability and availdilito the patients using technology and busimgssesses in the areas of rec
management, billing, back-office services, HIPAArggiant information management systems and semiogision analysis. In year 2011,
Company started leveraging its expertise in theltHeare industry and started development of a ceimmsive Health Insurance Exchs
Platform. Our Health Insurance Exchange (HIX) isSaaS based solution offering key functionalitiesluding insurance enrollme
gualification, e€Commerce, records management and sharing and ao#ésrf to multiple insurance plans, service providarg
payers/administrators. As a result, the Compampig in a position to participate in the biddingttihequire creating and operating private
government Health Exchanges.

Growth Strategy

The Company has defined a three-prong growth glyate

. Continue organic growth through cross selling apdelling existing products and services to its entrrclients while opening ne
accounts

= Pursue new acquisitions (involving companies andiminesses) which offer synergistic products ansovices in our focus are

. Leverage its current set of proprietary technolsdie conjunction with the M&A strategy and roll oméw solutions in Healthca
Retail and Financial Services industries. Acceted®ployments of its SaaS application suites anddCComputing product platfort
by integrating bo-on technologies acquired through these M&A trariesas

Subsequent to the year ending December 31, 20&0Company was able to complete an acquisition armddd its Solutions division. Tl
acquisition established a global delivery infrastawe for the Company involving CMM Level 5 techogy development and excellence ce
involving over 350 offshore resources. Through thémsaction, the Company acquired several st@atelgint relationships. This transact
demonstrates the implementation of our growth etpatwith an increase in solutions offering as veslldelivery infrastructure. Company \
able to accelerate its product development effort€loud Computing and SaaS areas based on thieattel properties and technolc
framework acquired in this transaction. Health hasge Exchange platform solution that Company etladffering recently is a result
executing on this strategy. In future transactjdghe Company hopes to continue to acquire phdéitand synergistic assets, leverage then
enhancing new product offering and also maintgdosition to grow organically with croselling and upselling opportunities. It is antaigx
that the Company will continue to seek additior@jasitions that are accretive in nature untieiches a critical mass.

Competition

The IT services market has a large number of ppatits and has segmented themselves into sever@rsewhich include Professiol
Services, Consulting, Application Software, ContrRBcogramming and Equipment companies to name guigw. Our direct competitc
include, among others, many Tier 1 service prodderch as Accenture, IBM Global Services, Cap Geatithe global level and numerc
small and boutique consulting shops at the localleAdditionally, some of our competitors haveater resources than us. Some of the
principal competitive factors affecting our markettors are:

Size and strength of balance st
Credibility and Performanc
Track record and Reliabilit
Quality of Personnel ar
Competitive Pricing
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Seasonality

We do not expect our operations to be impactedifgigntly from quarter to quarter by actual or thiened severe weather events and
factors unrelated to weather conditions, such anging economic conditions. There is a marketiticadthat rate at which orders for n
services are signed or committed slows during dlsetwo months of the year but the impact of trésd is not as significant given the nor
length of sales cycles and the ongoing billing tigtwout the year.

Recent Developments

During 2010, the Company acquired significant asgeta transaction as described in our Current Rdped under Form & on June :
2010. The assets related to the core businese @dmpany.

The core business remains in the technology séetrfrom a focus on implementation of technologyailving primarily hardware, the cc
business was shifted to consulting and implemeontativolving primarily software and systems engiege This shift in the core business
described in our Current Report filed under Fortd 8a May 27, 2010. The Company continues to mamag®rmance of its acquired as:
in providing services in its core business. ThenPany has been able to accelerate developmenwofSaaS product platforms for Healthc
and Retail industries by strategically aligning #uslitional technologies and human resources whiaie acquired in earlier M&A transactio

Raw Materials

Since we are in the business of developing soft@pmications and providing related services, wendbutilize any significant amount of r.
materials. All of the raw materials needed for business are readily available from several diffesippliers and at market driven prices.
only purchase computers and other software in dadprovide our services and software applicattonsustomers.

Employees

As of June 15, 2012, the Company has 350tie employees, of which 9 may be considered mesnb&émanagement. Employees
employed on ‘at-will'basis and are not covered by any employment agrerns®me of the employees are treated as indepeodatractor
based on applicable factors such as control arepiedence. None of the employees are represeypt@dition and the Company believes
relationship with the employee is good.

Name Changes

On December 24, 2009, the Florida Secretary ofeSiatepted an amendment to our Articles of Incamm changing our name to Zo
Corporation (along with a reverse-split of the Camgs common stock calling for the exchange of eachtboesand (1,000) shares prese
issued and outstanding for one (1) new share) dkitthfor this action was pursuant to Board authation as described in the Informal
Statement filed under Form Def-14C on Novembei0892and mailed to shareholders. The effective fdatthis action was March 15, 2010.

On March 31, 2011, the Florida Secretary of State=pted an amendment to our Articles of Incorporathanging our name to Quadra
Systems Corporation effective April 1, 2011. Auihofor this action was pursuant to the bylawsted Company as no change of the shar
relative rights of shareholders was caused.

Reports to Security Holders

The Company is subject to SEC proxy rules and egiguiis that require the Company to send proxy staes and annual reports to its sec
holders in connection with meetings of its shardard. The Company currently anticipates that It teke shareholder action by majo
shareholder consent resolution in lieu of a meetiAg a result, the Company will timely send a oetiof action taken to
shareholders. Except for periodic filings with t8&C, such as those on Forms 8-K, 10-Q and1®&hich will also be available on t
Company's website, the Company does not intendadge reports of any other nature to security bddn the foreseeable future.




Table of Content
ITEM 1A. RISK FACTORS

Inclusion of this section is not required of smalleporting companies. An investment in our comrstotk is highly speculative, involve
high degree of risk, and should be considered bylthose persons who are able to bear the ecomishkiof their investment for an indefin
period. In addition to other information in this el Report on Form 1K; you should carefully consider the risks desditbelow befor
investing in our publiclytraded securities. The risks described below ateéhgoonly ones facing us. Our business is alsgestibo the risks th
affect many other companies, such as competitechriological obsolescence, labor relations, geresrahomic conditions and geopoliti
changes. Additional risks not currently known tooughat we currently believe are immaterial alssyrimpair our business operations anc
liquidity.

RISK FACTORS

An investment in our securities is highly speculgtiinvolves a high degree of risk and should beemanly by investors who can affor
complete loss of their investment. You shouldfallyeconsider, together with the other matterseredd to in this prospectus, the following |
factors before you decide whether to buy our comstock.

Risks Associated with Our Business and Industry
The markets in which we operate are highly compgttand we may be unable to compete successfully.

The IT consulting market sector is intensely coritipet Our competitors in the United States anewlsere are numerous and include, an
others, major multinational consulting companiggecialized “boutique’firms and other companies. Many of our compeditoave an
employ greater financial and other resources, dinly larger marketing and sales organizations. Company's lack of resources may limi
flexibility to pursue transactions as compared viishcompetitors.  Our competitors may succebsi@ll their services on a more effective
less costly basis than the services we are offggndering our services noncompetitive. In ordeloeé competitive, it may be necessary fc
to offer services on more attractive transactiamgethan otherwise might be the case. These faotans prevent us from ever becorr
profitable.

Unfavorable economic and market conditions and rexa spending on information technology projects magd to a decreased demand
our services and solutions and may harm our busisenancial condition and results of operations.

We are subject to the effects of general globainemic and market conditions. Recent events irffittencial market may have an impaci
our business. To the extent that our businessrsufife a result of such unfavorable economic andehaonditions, our operating results r
be materially adversely affected. In particular,n;manterprises may reduce spending in connectigh wpgrading and updating their
systems. Budgets for Ifielated expenditures are often cyclical in natuvéh generally higher budgets in times of improviagonomi
conditions and lower budgets in times of economdawdowns. In addition, even at times when budgets technologyrelated capit:
expenditures are relatively high, our clients ndye to imminent regulatory or operational deadlioesbjectives or for other reasons, priori
other expenditures over the solutions that we offe@me of our sales will represent upgrades aov&tions of existing solutions installed
others which allows for discretionary spending dieeis by existing facilities when faced with retag an existing solution. Custon
purchase decisions may be significantly affectedabyariety of factors, including trends in spendiiog IT, market competition, capi
expenditure prioritization, budgeting and the \ipior announcement of alternative technologiesttirermore, even when IT is a prior
prospective customers that made significant investmin other solutions would incur significant tsom switching to solutions and servi
such as ours. If these industmde conditions exist, they may have a materialeas® impact on our business, financial conditioth @sults ¢
operations.

The market segments in which the Company intend$acous on are subject to various macro and micraeomic trends, which will have &
effect on our clients’ ability and desires to utik our services.

We provide our services to companies who operatagpily in three market segments. Thus, the treswad economic conditions affect
businesses in those market segments will have faetedn our clients which will, in turn, affect theabilities and desires to utilize ¢
services. Growth in business in those marketshaille a positive effect on our company but stagnati those markets may tend to limit
needs and desires of companies in those markseetoout services such as those provided by coegpantch as ours.

The Company has larger contracts with significarisks based on the comparative size of the contracts

While no single customer represents more than 10%eorevenue of the Company, the aggregate valubeofive largest customers of -
Company represents approximately 20% of the tawémue of the Company. During 2011, the Compard dp@proximately 10% of i
revenues from Eastman Kodak which filed for bankeyp putting at risk, the possibility of collectioaf amounts from this sinc
customer. The Company was able to deploy thossuttamts working for this customer into other potgebut the suspension of collection fi
this client represents an additional risk factboss of more than one of these larger customerdditave a material impact on the revenu
the Company. This represents a concentrationveige sources given that some of these custoneeis H#re same industry as one anothe
subject to the trends of their industry.
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We face additional risks when providing large-scataulti-faceted projects.

Some of the projects for which we offer our sersiead solutions through our Quadrant 4 Solutiohsigiary are large-scale and muliete
developments. Quadrant 4 Solutions provides thgdeand architecture, planning and implementatibhToservices on an enterpriséee
basis involving great complexity. The larger andrencomplex such projects are, the greater the dskeciated with such projects. These
may include our exposure to penalties and liabgitiesulting from a breach of contract, our abilityfully integrate our services or soluti
with third party services and complex environmentsrge-scale and mulfaceted projects may require us to engage subatotsawitt
specialization or additional manpower that we do mave rendering us dependent upon those subctmsaor the successful and tim
completion of such projects. Also, we may bedHelble for the failure of our subcontractors,fravhom we may have no recourse.

addition, there fluctuations in cash collection aedenue recognition with respect to such projewy be more significant as a result of the
of these projects.

Operating internationally will expose us to additial and unpredictable risks.

We intend to sell our services and solutions thhaug the world and intend to penetrate internatiomarkets. A number of risks are inherer
international transactions. Our future results ddug# materially adversely affected by a varietfaators including changes in exchange
general economic conditions, regulatory requiresetatx structures or changes in tax laws, and lopggment cycles. International sales
operations may be limited or disrupted by the infpms of governmental controls and regulations, axdicense requirements, politi
instability, trade restrictions, changes in tardfsd difficulties in managing international opesas. We cannot assure you that one or mc
these factors will not have a material adversecefd@ our international operations and, consequgeati our business, financial condition

results of operations.

Contracts in our industry, including those we emplavith our customers tend to be conditioned on perf@ance or results or othe
milestones and allow for termination with little ano notice or penalty. Termination of a contracbuld negatively impact our revenues ¢
profitability.

The typical terms of contracts in our industry esas to risks of performance, completion and faike maintain efficient delivery of ¢
services. Certain contracts with our customers melyde fixed pricing or other negotiated termsenéhthe risks associated with completic
a timely manner or with a specified number of hasrassumed by us. If we are unable to comphetgrojects within the proper timeframe
under other negotiated terms, we could be requoetkpend additional hours or incur additional sdstcomplete the projects. Other contt
may be based on competitive bidding for which wauase certain costs with no assurance that we wilitlie to perform within the parame
on which we based our pricing. Failure to meet ehtesms could obligate us to continue work withadditional revenue or with a redu
margin or at a loss. Our failure to finish proganeet milestones or satisfy customer issues glaiproject could result in termination ¢
project or a relationship with a customer which Wotesult in both reduced revenue and unutilizesbueces due to employees and consul
being idled as a result of such termination.

We depend on market acceptance to sell our servaresd a lack of acceptance would depress our salgse quality of our services for pe
and current projects determines our reputation iruoindustry and has a direct effect on our abilitto market our services for futu
projects.

The companies which engage us to provide servidksletermine whether our services are successfidigloyed. There are no indepen:
factors and the projects are typically unique ® ¢hent but the results, increased efficiencytdrattilization of IT with the clientompany an
better acceptance by their consumers, for examapéehases on which the quality of services we pioare judged and on which our repute
is established. The risk associated with the guafiservices we provide is the effect on our tagian and future ability to successfully mau
our services. While we endeavor to provide tighést quality of our services to each customemetttan be no assurance that we will ah
be successful in this regard. Our engagementsauititcustomers are generally related to a spegoificor task or project without assuranc
any subsequent engagements; therefore, markettancepcan often determine whether we are retailyed previous customer for a n
project.

Incorrect or improper use of our services or failerto properly provide training, consulting, implemgtion, and maintenance services co
result in negative publicity and legal liability.

Programming services and other services providedwysubsidiary, Quadrant 4 Consulting, have lichiki@bility and management of {
projects is typically retained by the client compa\s our Company expands our business in lamgde projects and design/architecture
implementation projects under the business modéddrant 4 Solutions, we take on liability for tipeality of our work. Our services &
solutions under the business model of QuadrantldtiSos are complex and are deployed in a wideetarof companies. The failure of «
consultants or employees to provide quality sesvimauld result in adverse results which could erg@abblems for our customers both in t
operations and their obligations to others resglimclaims of liability made on our Company by Bunistomers.
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We offer our services based on the most updtde technology and must stay abreast of currenddmture technological innovations 1
remain competitive.

We are frequently engaged to implement newer tdolgiess within a client compang’existing technologic infrastructure and we anpeexe:
to utilize the newest innovations with updates enprovements compared with technology and progrargreven as little as months or we
old. If we are unable to stay current with ewodytechnology and programming methodologies otwsnk, we will be unable to of
competitive services to our customers. Our expennust include both the evolution in technologjmadducts and services as well as
industries to which we strive to service. Our bess will suffer if we fail to anticipate and demglnew services and enhance existing ser
in order to keep pace with rapid changes in teagyband in the industries on which we focus.

Our ability to grow and compete in the future witle adversely affected if adequate capital is noaitable or not available on favorab
terms.

The ability of our business to grow and competeedes on the availability of adequate capital, whickurn depends in large part on our ¢
flow from operations and the availability of equiynd debt financing. We cannot assure you thatcash flow from operations will |
sufficient or that we will be able to obtain equitydebt financing on acceptable terms or at alifplement our growth strategy. As a result
cannot assure you that adequate capital will béadota to finance our current growth plans, takeaadage of business opportunities or resj
to competitive pressures, any of which could hatmhusiness.

Increases in market interest rates may increase cost of operations

An increase in interest rates would make it mongeesive to use debt to finance our operations.a Assult, a significant increase in ma
interest rates could increase our cost of capithich would reduce our net income.

We are totally reliant on management to carry otietbusiness model of the Company.

The nature of our business model is that the Compmnvholly dependent on the diligence and skilloafr management, acting under
supervision of the Company's board of directorsaoy out and execute on our business model. Wedliant on our management for
general business skills such as negotiation arghfiial analysis and also applying these skillsh® $pecific needs of the Company
adapting these skills to the business model. Wg alao, from time to time, engage outside constdtaand professionals known
management to assist in these needs but we willebant on management in evaluating and monitosngh outside consultants
professionals.

Our present senior management team has limited eigrece working together to manage a business enghge the area of business
which we are focused.

The senior management team will evaluate, strucncde negotiate terms and close contracts includoyglisitions and monitor and man
contracts and subsidiaries and their abilitiesé¢dggm these functions as members of managemehhaik a significant impact on our fut
success. The lack of experience of our seniaragement team in managing a public company inrntfasket sector under such constre
may hinder the ability of the Company to realize thaximum value of those new business relationsdmpls as a result, maximize our busil
objectives. We will be wholly dependent for thées&on, structuring, closing and monitoring of néwsiness relationships on the dilige
and skill of our management, acting under the sugien of the Company's Board of Directors. Noriethese individuals has substar
experience (based on an assumption for purpogissgaragraph as experience resulting from pradtc more than a few years) working v
one another. In addition, we may engage outsiaesultants and professionals known to managemsesagdist in evaluating and monitor
portfolio companies and maintaining regulatory ctiemze.

While we believe that our management possesseairtdttndamental business skills that will incredlse likelihood, on the part of t
Company, to succeed, our management team doesawet “flears of experiencelorking together in the operation and managemerd
company in this market segment and might be corsitdas inexperienced when it comes to the botluélyeto day operations and the pur
and negotiation of strategic business relationshiiee Company intends to rely on the generalskifid business acumen of its manage
team as well as engaging other professionals ansuttants from time to time to increase its likelild of success but there can be no assu
of such success.
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We may not be able to successfully manage our glpwthich could lead to our inability to implemento business plan.

Our growth is expected to place a significant stran our managerial, operational and financial weses, especially considering that
currently have a relatively small management tedmarther, as we enter into additional contracts,wile be required to manage multi|
relationships with various consultants, businesses other third parties. These requirements wilekacerbated in the event of our fur
growth or in the event that the number of employe®s contracts dramatically increase. There camob&ssurance that our systems, proce:
and/or controls will be adequate to support ourrat@ens or that our management will be able to edhithe rapid execution necessar
successfully implement our business plan. If wewarable to manage our growth effectively, our bes# results of operations and finar
condition will be adversely affected, which coutédl to us being forced to abandon or curtail oginass plan and operations.

Our success depends largely upon our highly skiltedhnology professionals and our ability to hirattract, motivate, retain and train the
personnel.

Our ability to execute projects, maintain our dieslationships and obtain new clients dependselgirgn our ability to attract, train, motivi
and retain highly skilled technology professionafsd consultants. If we cannot hire, motivate andimepersonnel, our ability to bid
projects, obtain new projects and expand our basimégll be impaired and our revenues could declW& believe that there is signific
worldwide competition for skilled technology pro$ésnals. Additionally, technology companies haveergly increased their hiring effor
Increasing worldwide competition for skilled teclhogy professionals and increased hiring by techgywloompanies may affect our ability
hire an adequate number of skilled and experierieetdinology professionals and may have an adverfeetafn our business, results
operations and financial condition.

We draw on the international pool of qualified pra@mers and other technicians to provide the sesvidfered by our Company. In sc
cases, we are forced to hire individuals from otleuntries under the HR- visa programs and competition for these vise
significant. Additionally, changes in the immigaat policies of the United States such as theBH{irogram for granting work visas to qualif
professionals and technicians could have a mateffiedt on our ability to hire and retain enouglalkified professionals and technicians.

In addition, the demands of changes in technolegglving standards and changing client preferemeag require us to redeploy and ret
our technology professionals. If we are unableebeploy and retrain our technology professionalke®ep pace with continuing change
technology, evolving standards and changing cleeferences, this may adversely affect our abitithid for and obtain new projects and 1
have a material adverse effect on our businessltsesf operations and financial condition.

We have provided for certain limitations of liabiyi and indemnifications of our management. We imdeify officers and directors to tt
maximum extent permitted by Florida law.

Our articles of incorporation provide for indemaition of directors, officers, employees and ageftee Company to the full extent permit

by Florida law. While limitations of liability anthdemnification are themselves limited by both &@dl and state laws and evolving céess-
involving corporation management, the Company hastuted provisions in its bylaws indemnifying, ttee extent permitted, against and

making management liable for, any loss or liabilitgurred in connection with the affairs of the Gmany, so long as such loss or liability al

from acts performed in good faith and not involviagy fraud, gross negligence or willful miscondutherefore, to the extent that th

provisions provide any protection to managemerdt grotection may limit the right of a shareholdercollect damages from member:

management. Members of management are requirecetaise good faith and integrity in handling tiffaies of the Company.

Risks Associated with Investing in Our Common StockGenerally

Investing in our stock is a highly speculative irstenent.

Ownership of our common stock is extremely spettdadnd involves a high degree of economic riskictvimay result in a complete loss
your investment. Only persons who have no needidfoidity and who are able to withstand a losslbfor substantially all of their investm
should purchase our common stock. Further, thenbasi strategy we are pursuing may result in a high@unt of risk than alternati

investment options and volatility or loss of valuhe Company is pursuing a growth strategy whichy rhe considered speculative
aggressive, and therefore, an investment in oweshraay not be suitable for someone with low ridkrance.
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For the year ended December 31, 2011 our revenseb@@,141,433. Although we believe that we arejadeely capitalized to carry out «
business plan (subject to the risks inherent irhqulan), there can be no assurance that we hafieienf economic resources or that s
resources will be available to us on terms andag that are necessary or acceptable, if at B#brd is no assurance that our future reve
will ever be significant or that our operationslwibntinue to be profitable.

There are risks inherent in investing in newer compies with small capitalization due to lack of agitance by many of the investing public.

We are a relatively new company entering a higllypetitive marketplace of investment opportuniti€ansequently, this investment may
marketable only to a limited segment of the invegtublic. The Company believes those similar sowhpanies which are newer and ha
small capitalization offer significant potentialrfgrowth, although such companies generally haveertimited product lines, markets, mai
share and financial resources than larger or mstabkshed companies. The securities of such coiepaif traded in the public market, n
trade less frequently and in more limited volumantithose of more established or larger compareslitionally, in recent years, the stc
market has experienced a high degree of price ahuine volatility for the securities of newer compnwith small capitalization. In particul
newer companies with small capitalization whicldé&an the over-theounter markets have experienced wide price flaictoa not necessar
related to the operating performance of such comepan

The Company has a limited operating history focugion our current business strategy which you careu® evaluate us, making she
ownership in our company risky. There is little iour past performance to predict future results. ethave historically incurred losses a
additional losses may be incurred in the futurenvestors should not rely solely on projections guimions.

While the Company is currently indicating positigarnings, we have had prior periods in which then@any lost money which may affi
market perception. No assurances can be giverwtlatill be successful in maintaining profitableeogtions. We expect to continue to ir
costs associated with acquisitions and absorpticacquired assets during the next twelve to eighteenths in order to pursue our busii
model.

As a result of our lack of operating history, am@ tther risks described in this Prospectus, we beynable to accurately forecast
revenues. Our future expense levels are basedmiedtely on our operating plans and estimatesinfré revenues, and to a large exten
fixed. We may be unable to adjust spending in @ffrmanner to compensate for revenues that do atgnmalize. Accordingly, any significe
shortfall in revenues or lack of revenue would ljkkave an immediate material adverse effect onbmsiness, operating results and finar
condition. Our ability to generate revenues wilpdnd upon many factors. We will be required tddbaur business by implementi
operational systems, hiring additional employeesgetbping and implementing a marketing and salegegfy and implementing our technols
applications. Our expenses will initially excead cevenues and no assurances can be made thaitlweawme profitable or provide positi
cash flows.

The Company has not authorized any party to makepaojections or express any opinion concerningireitevents or expected profits
losses, except as set forth in its statements #mel documents filed with the Securities and Exgea@ommission.  Opinions of poss
future events are based upon various subjectivermetations and assumptions. All projections bgirtlvery nature are inherently subjec
uncertainty; accordingly, a prospective investdt bé subject to the risk that any such projectiailsnot be reached, that any such underl
assumptions may prove to be inaccurate. Opinish&ther written or oral, which differ from the daieovided to those documents are
authorized and should not be relied upon by invesio making decisions about investing in, buyinfy selling the stock of tf
Company. Furthermore, while members of the Comjganyanagement have significant business experi¢heg,have not previously be
involved in the development of a public companyibusiness specifically similar to the Company er€fore, projections and opinions at
the prospective success of the Company containdddaments filed with Securities and Exchange Cassion or otherwise authorized by
Company are based solely on the judgment of anghg#sons made by the Company's management on viiektimate the volume of sa
and the amount of revenues that the Company's @thoperations may generate, or regarding otherctsspé the planned operations of
Company.

Our common stock price may be volatile.

The trading price of our common stock may fluctustibstantially. The price of the common stock meyhlgher or lower than the price y
pay for your units, depending on many factors, sarhavhich are beyond our control and may not besdly related to our operati
performance. The trading price of our shares hgsereenced significant volatility in the past andayncontinue to do so in t
future. Unfavorable changes, many of which aresidetof our control, could have a material advef§ect on our business, operating res
and financial condition. These factors includg, dne not limited to, the following:

- price and volume fluctuations in the overall stoclirket from time to time including market conditsoim the industry and the gen
state of the securities markets, with particulapkasis on the technology sectors of the securigkets

. announcements of technological innovations, devett of or disputes concerning our intellectualpgny rights, customer orde

earnings releases or new services by us or our etioNs

actual or anticipated changes in our earningsuatdltions in our operating results or changehéreixpectations of securities analy

general economic conditions and tre|

loss of a major funding sour:

departure of key personn
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Our Common Stock is not traded on a National Exchgnbut rather the price is quoted on the OTC BuilteBoard which generally may ni
offer the same liquidity as exchange-traded seciast

Our common stock is quoted on the OTC Bulletin Bodihe OTCBB quotation service is an inter-dealggr-theeounter market that provic
significantly less liquidity than the NASDAQ Stodkarket or national or regional exchanges. Sdesritraded on the OTCBB quotat
service are typically thinly traded, highly volatilhave fewer market members and are not followedralysts. The SEC's order hanc
rules, which apply to NASDAQisted securities, do not apply to securities gdaia the OTCBB quotation service. Quotes for stdokludet
on the OTCBB quotation service are not listed iws@apers. Therefore, prices for securities trastddly on the OTCBB quotation serv
may be difficult to obtain and holders of our coomstock may be unable to sell their shares at aabkpprices.

We are subject to penny stock regulations and rigsions and you may have difficulty selling share§ our Common Stock.

Our Common Stock is subject to the provisions afti®a 15(g) and Rule 15g-9 of the Exchange Act, kamly referred to as theénny stoc
rule.” Section 15(g) sets forth certain requirersefur transactions in penny stock, and Rule 15g-8(dorporates the definition ofp&nny
stock” that is found in Rule 3a5ll-of the Exchange Act. The SEC generally defingerny stock to be any equity security that has eet
price less than $5.00 per share, subject to cestaiaptions. The Company is subject to the SEQspstock rules.

Since our Common Stock is deemed to be penny stoatting in the shares of our Common Stock is subje additional sales pract
requirements on broker-dealers who sell penny stoclpersons other than established customers accdied investors. Accreditec
investors” are persons with assets in excess @0$1000 (excluding the value of such persgorimary residence) or annual income excee
$200,000 or $300,000 together with their spouse. tRansactions covered by these rules, bralealers must make a special suitak
determination for the purchase of such security engt have the purchaserivritten consent to the transaction prior to thechase
Additionally, for any transaction involving a penstock, unless exempt the rules require the dsljyerior to the first transaction of a r
disclosure document, prepared by the SEC, relatinthe penny stock market. A brokéealer also must disclose the commissions paya
both the brokedealer and the registered representative and d¢ugutations for the securities. Finally, monthbkatements must be s
disclosing recent price information for the penigcks held in an account and information to thatéohmarket in penny stocks. Conseque
these rules may restrict the ability of brokialer to trade and/or maintain a market in our @om Stock and may affect the ability of
Company’s stockholders to sell their shares of Comi®tock.

There can be no assurance that our shares of CorSioeck will ever qualify for exemption from the PgnStock Rule. In any event, eve
our Common Stock was exempt from the Penny Stodk,Ree would remain subject to Section 15(b)(6)haf Exchange Act, which gives-
SEC the authority to restrict any person from paptiting in a distribution of penny stock if the Gfinds that such a restriction would be in
public interest.

Ownership of our shares is concentrated in the hanaof a few investors who, while they are not orgagd as a group, could unite and, a
result, could limit the ability of our other stocldiders to influence the direction of the company.

As calculated by SEC rules of beneficial ownersi8mneGate Holdings, Inc., Dandawate IrrevocablgstTrLionsgate Irrevocable Trust
family trust controlled by the wife of our chiefeputive officer), and certain holdings imputed to officers and directors beneficially owr
approximately 29.97% of our common stock as of k2012, Accordingly, while there are no formelhtionships between these owners
recognize that if any relationships would evolvewpr would be concentrated in a group which woubdlectively have the ability 1
significantly influence or determine the electidnadi of our directors or the outcome of most cagie actions requiring stockholder apprc
They may exercise this ability in a manner thataambes their best interests and not necessarily thiosur other stockholders.

Additionally, most shareholders vote with managenza, as a result, the directors and officers ddilkely exercise control over all matt
requiring stockholder approval, including the el@atof directors and approval of significant corter transactions.  Shareholder act
adverse to management require organized votingzéocome this trend and a concentration of ownerabipallied with a shareholder eff
adverse to management may have the effect of aejayi preventing a change in control of the Companforcing management to change
operating strategies.
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We face corporate governance risks and negativecpptions of investors associated with the fact theg currently have a limited board.

Our current management has significant control @ugrbusiness direction. The absence of a diieosed with a complement of indepenc
members available to second and/or approve refaaety transactions involving our management, iniclgccompensation and employm
agreements with management and the oversight ofiocounting functions, poses certain risks but glesceptions of management by
investing community. Investors may perceive thatause independent directors do not comprise #jerity of our board in order to apprc
related party transactions involving management atichited number of directors are available torapp our financial statements that s
transactions are not fair to the Company and/ot $high financial statements may contain errorse ptice of our common stock may
adversely affected and/or devalued compared tolaimisized companies with multiple officers andeditors due to the investing pubsc’
perception of limitations facing our company duette fact that we only have a limited board of dioes.

Provisions of our charter documents could discoumgn acquisition of our Company that would beneditir stockholders and may have 1
effect of entrenching, and making it difficult toemove, management.

Provisions of our Certificate of Incorporation aBg-laws may make it more difficult for a third party acquire control of us, even if a cha
in control would benefit our stockholders. In peautar, shares of our preferred stock may be issudte future without further stockholc
approval and upon such terms and conditions, anthdpasuch rights, privileges and preferences, asBnard of Directors may determil
including, for example, rights to convert into aaammon stock. The rights of the holders of our camratock will be subject to, and may
adversely affected by, the rights of the holderarof of our preferred stock that may be issuetiénfaiture. The issuance of our preferred s
while providing desirable flexibility in connectiomith possible acquisitions and other corporateppses, could have the effect of makir
more difficult for a third party to acquire controf us. This could limit the price that certain @stors might be willing to pay in the future
shares of our common stock and discourage thesstions from acquiring a majority of our common kto€urther, the existence of th:
corporate governance provisions could have theeffieentrenching management and making it moificdif to change our management.

We cannot guarantee paying dividends to our stocklass and we do not anticipate declaring or payidiyidends in the immediate future.

The Company is allowed by its articles of incorgima and/or bylaws to pay dividends to its stockholders. Howetlegre can be no guaran
the Company will have sufficient revenues to payd#inds during any period. The Company has neveladsd or paid any cash dividends
its common stock. We intend to make distributionsame point in the future to our stockholders afuassets legally available for distributi
However, for the foreseeable future, the Compatsniths to retain any earnings to finance the devedopt and expansion of its business, a
does not anticipate paying any cash dividends src@mmon stock in the immediate future. We carassture you that we will achie
investment results that will allow or require ampesified level of cash distributions or yearytear increases in cash distributions. Any ft
determination to pay dividends will be at the diion of the Board of Directors and will be depemdgpon then existing conditions, includ
the Company's financial condition and results aérafions, capital requirements, contractual restris, business prospects, and other fa
that the Board of Directors considers relevant.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This annual report contains forward-looking statetee We have based these forwhroking statements on our current expectations
projections about future events. These statenminobsde, but are not limited to, statements retatio our business strategy, which is b
upon our interpretation and analysis of trend$i@&ihformation technology industry, especially #noslated to computer systems and com,
programming. This strategy assumes that the Compamincipal services will prove useful for assigtin the updating and upgrading of
information technology needs of its clients. THimtegy also assumes that we will be able to risecapital necessary to finance the ful
development and commercialization of our products.

These statements may be found in the sectionsptbspectus titled “Risk Factors,” “ManagemerDiscussion and Analysis and Resuli
Operations,” and “Description of our Businesas'well as in this report generally. Actual resaibuld differ materially from those anticipa
in these forward-looking statements as a resulasfous factors, including all the risks discus$éedRisk Factors”and elsewhere in tt
prospectus.
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In addition, statements that use the terms “cangntinue,” “could,” “may,” “potential,” “predicts,™should,” “will,” “believe,” “expect,”
“plan,” “intend,” “estimate,” “anticipate,” “scheded” and similar expressions are intended to ideftirward-looking statements. All forward-
looking statements in this report reflect our cotrgiews about future events and are based on gdguns and are subject to risks
uncertainties that could cause our actual resoltifter materially from future results expressedmoplied by the forwardeoking statement:
Many of these factors are beyond our ability totomror predict. Forwardeoking statements do not guarantee future perfoomand involv
risks and uncertainties. Actual results willfelif and may differ materially, from projected riéswas a result of certain risks and uncertain
The risks and uncertainties include, without liiga, those described under “Risk Factoasitd those detailed from time to time in our fili
with the SEC, and include, among others, the fdtow

Our limited operating histor

The degree and nature of our competi

Our ability to employ and retain qualified emplog:

The characteristics of being competitive in ourusialy, including attracting and maintaining clierits our consulting service
offering consulting services that include currend &uture IT services and IT needs of our clientsl anaintaining financir
arrangements to meet payroll and costs associatedur growth strateg

- The other factors referenced in this prospectududing, without limitation, under the sectiondetit “Risk Factors” “Managemer’s
Discussion and Analysis and Results of Operat” and“Description of our Busine¢”

These risks are not exhaustive. Other sectionkigfprospectus may include additional factors Whiould adversely impact our business
financial performance. Moreover, we operate iregy\competitive and rapidly changing environmeNew risk factors emerge from time
time and it is not possible for our managementragliet all risk factors, nor can we assess the @nphall factors on our business or the ex

to which any factor, or combination of factors, meguse actual results to differ materially fromstacontained in any forwaldeking
statements. Given these risks and uncertaintiegstors should not place undue reliance on for@oking statements as a predictior
actual results. These forwalabking statements are made only as of the dathi®fprospectus. Except for our ongoing obligatiomisclos
material information as required by federal se@silaws, we do not intend to update you conceriing future revisions to any forward-
looking statements to reflect events or circumstaraccurring after the date of this prospectus.

ITEM 1B. UNRESOLVED STAFF COMMENTS
Not applicable
ITEM 2. PROPERTIES

We do not own any real estate or other physicgbgmies material to our operations. The Compartyiemnwholly owned subsidiaries opel
from leased space. Our executive offices are ldcat@850 Golf Road, Suite 405, Rolling Meadowndis 60008, and our telephone nurr
is (732) 7983000. We operate and develop IT and business ppaodavare consulting solutions in leased spaceiatocations at 860 Route
North, Suite 203, Edison, New Jersey and 666 Haits Road, Suite 1236, Plainsboro, NJ 08536. Wieusethat our properties have b
adequately maintained, are generally in good camdiand are suitable and adequate for our businBse Company owns no other real e
in part or in whole.
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ITEM 3. LEGAL PROCEEDINGS

In July 2011, a claim was made against the Comsaeking payment of an "exclusivity fee" and othegpemses arising from a propo
receivable financing and acquisition financing agements. The plaintiff is seeking a $500,000féedssuance of a term sheet for financ
which was ultimately not provided and which the Qamy contends was not available because the pfair#s unable to deliver. The amo
sought appears in all respects to be an excessivaltg relative to the financing which penalties aot generally enforced by courts.
Company believes that this particular claim is with merit and intends to vigorously defend thisicact The Company has also file
counterclaim relating to the improper nature oflttigation. The case and all claims are still geng; no final date has been set for trial or c
adjudication.

On October 20, 2011, the Company was named inda$emdant in an action in Dallas, Texas in a clagainst Stonegate seeking repayme
a loan of $500,000 from Stonegate. The Companyecais that the shares offered to the investor bysttareholder of the Company are
responsibility of that shareholder. As the claimdlves shares of the Company owned by StonedaeZompany believes the claim is with
merit and intends to vigorously defend this actiand an allowance of $500,000 has been providethsigthe note payable to theelle
(Stonegate). The case and all claims are stilllimgn no final date has been set for trial or othdjudication.

The Company is presently a defendant in two actionSan Mateo, California and Louisville, Kentucluhere each plaintiff has sou
approximately $20,000 in unpaid amounts for prievices MGL Americas Inc., and Resource Mine, Ibat the Company disputes the
assumed any obligations to either of the plainiiffshe purchase of those assets and intends emdétself in both actions. Each case an
claims are still pending; no final date has bedriagerial or other adjudication.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable
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PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOC KHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Market Information

Price Range of Common Stock

Our common stock is quoted by Over the CountereBinliBoard under the symbol "QFOR". The Over-Tminter Bulletin Board which is
regulated quotation service that displays real-tifaetes, last-sale prices, and volume informationvier-theeounter (OTC) equity securitit
An OTC equity security generally is any equity tlzanot listed or traded on NASDAQ or a nationalséies exchange.

The following table sets forth the high and low Ipidces for our common stock for the periods intéda as reported by Over the Cou
Bulletin Board. Such quotations reflect inter-degbeices, without retail mark-up, madewn, or commissions, and may not necess
represent actual transactions. Prices for pefioids to April 2010 are calculated on a post-spésis.

High Low
Year Ended December 31, 20:
Fourth Quarte $ 0.3t $ 0.14
Third Quartel $ 03¢ $ 0.1:
Second Quarte $ 05C $ 0.24
First Quarte| $ 04, % 0.3C
Year Ended December 31, 20:
Fourth Quarte $ 05C $ 0.1€
Third Quartel $ 051 $ 0.1¢
Second Quarte $ 0.8C $ 0.1f
First Quarte $ 05C $ 0.1€
Year Ended December 31, 20t
Fourth Quarte $ 0.6C $ 0.3C
Third Quartel $ 0.8C $ 0.2C
Second Quarte $ 05C $ 0.2C
First Quarte| $ 05C $ 0.2C

While shares of our common stock currently tradexoess of our net asset book value, there caw lassurance, however, that our shares
continue to trade at such a premium. On June 1B, 28e closing sales price of our common stock $a82. As of June 15, 2012, there v
approximately 412 holders of record of our commiuorls.

Dividends
We have not declared or paid any cash dividendsusrcommon stock during our two most recent figesrs. We do not anticipate pay

cash dividends in the foreseeable future. The payrof dividends, if any, in the future is withinet discretion of the Board of Directors .
will depend on our earnings, capital requiremergstrictions imposed by lenders and financial cbowliand other relevant factors.
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Recent Sale of Unregistered Securities

In the first quarter of 2011, the Company sold esded 1,666,667 shares of its common stock tceatity in a single transaction for $472,!
net of expenses ($0.30 per share). All such sheaees sold pursuant to the exemption under Reguldd promulgated under the Securities
of 1933, as amended, in a transaction not involeipgiblic offering and shares sold to accreditedimasers.

In the second quarter of 2011, the Company soldissued 833,333 shares of its common stock to otieyen a single transactionfor
$236,250 net of expenses ($0.30 per share). Al shares were sold pursuant to the exemption uRdgulation D promulgated under
Securities Act of 1933, as amended, in a transactit involving a public offering and shares sadtcredited purchasers.

In the second quarter of 2011, the Company soldsswkd 4,000,000 shares of its common stock teetimividuals who owned certain as
acquired in connection with the MGL Solutions, Ifrtow known as Quadrant 4 Solutions, Inc.) transadbased on the stated price of $.
per share). The $1.00 per share was based oretéerdnation of value by the parties to the tratisacbased on arm's length negotiations
informal advice of an investment bank who later vaasisting in valuation of shares to be sold iroatemplated registration of shares
public offering to be undertaken during 2011. sdich shares were sold pursuant to the exemptioarURegulation D promulgated under
Securities Act of 1933, as amended, in a transactit involving a public offering and shares saditcredited purchasers.

In the fourth quarter of 2011, the Company sold esded 2,489,956stricted common shares (valued by agreement.ab%ter share)
exchange for extending various Note Payables tddnslof those Note Payables in a single transactdinsuch shares were sold pursuar
the exemption under Regulation D promulgated utiderSecurities Act of 1933, as amended, in a t@iganot involving a public offerir
and shares sold to accredited purchasers.

Repurchases of Equity Securities
No repurchases of our common stock were made dthim§scal year of 201:
ITEM 6. SELECTED FINANCIAL DATA

In accordance with Rule 229.10(f)(1) this Registrqmalifies as a smaller reporting company andoisraquired to provide selected finan
data in accordance with Items 301 and 302.

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF
OPERATIONS

The following discussion should be read in conjiorcivith the risks set forth in ltem 1A hereof amat financial statements and notes the
appearing elsewhere in this report.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFO RMATION

This Form 10-K for the year ended December 31, Zfiititains forwardeoking statements within the meaning of SectioA &7 the Securitie
Act of 1933, as amended, and Section 21E of ther8ies Exchange Act of 1934, as amended. Fornd@oking statements may be identif
by the use of forwartboking terminology, such as "may", "shall", "coUldexpect”, "estimate", "anticipate", "predict'hrobable", "possible
"should”, "continue", or similar terms, variatiookthose terms or the negative of those terms.f®heard{ooking statements specified in
following information have been compiled by our rmgament on the basis of assumptions made by maeageand are considered
management to be reasonable. Our future operasdts, however, are impossible to predict andepoasentation, guaranty, or warranty i

be inferred from those forward-looking statements.

The assumptions used for purposes of the ford@okiing statements specified in the following infation represent estimates of future ev
and are subject to uncertainty as to possible d®irgeconomic, legislative, industry, and othecwinstances. As a result, the identifica
and interpretation of data and other informatiod #reir use in developing and selecting assumptimm and among reasonable alternat
require the exercise of judgment. To the extent tiva assumed events do not occur, the outcomeviargysubstantially from anticipated
projected results, and, accordingly, no opinioaxpressed on the achievability of those forwlaaking statements. No assurance can be
that any of the assumptions relating to the forwaoking statements specified in the following infation are accurate, and we assum
obligation to update any such forward-looking statats.
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Overview

QUADRANT 4 SYSTEMS CORPORATION ("Quadrant 4 Systéniae”, "us”, "our", or the "Company") is a pulliicheld company engag
in the information technology sector. The Compavgs incorporated by the Florida Department of StateMay 9, 1990 as Sun Expr
Group, Inc.; changed the business focus from amatipg company to a business development comparyarch 2005 and returned to
operating company in May 2006. During 2008 throlday, 2010, the Company developed and sold CCTVetansystems for secur
applications. In May 2010, the Company announdedas changing its business model and, in June ,20E0Company acquired a n
business involving IT consulting. This consultimgsiness was greater in size than the existingibsses so the opportunity was treated b
Company as a material shift in its business moddldisclosed in a Current Report on fornK&n June 2010. At present, the Company
completed the acquisition of certain assets inclgdhe assets of Cornerstone Information Systents, Orionsoft, Inc., Resource Mine, It
Integrated Systems Solutions, Inc., all of whica angaged in the primary core business of the Coynp#hat area of business is the prin
focus of the Company’s business model and is désxlis detail below.

Business Strategy

Quadrant 4 Systems Corporation plans to expandoitas in the IT and ITES market segments througbedes of strategic busin
combinations. The Company intends to establishllaspectrum of IT services that include consultipgpducts and solutions specific
Healthcare, Retail and Financial Services industrito implement this new strategy, the Company Ibagun discussion with cert
individuals that bring significant existing experte and relationships in the chosen vertical setgnenjoin the management team an
participate in some advisory capacity at variougle

Many US corporations have deferred upgrading armmldmenting IT infrastructure projects during thesta@cent economic downturn. A
result, Quadrant 4 Systems believes that therepsnaup demand for IT services that include consulting anplementation to help the
clients remain efficient and competitive during tieeovery time. The Company believes the best twaaccomplish its strategic goals will
to initially seek to establish an IT services compalatform by acquiring a set of profitable asseith history, track record and satisfied cli
base. After building the initial platform to launte new business plan, the Company believes theitl ibe able to rapidly grow in target
sectors by attracting additional assets to the Gmypvith subsequent acquisitions. The Company dgda exploit current market conditic
where many small and medium size IT services compdmwith revenues in the range of $5mm to $50nfoodh public and privately held, w
“marquee” client relationships would fit with theo@panys strategic consolidation initiative. During thespgiear, the Company has identit
and begun negotiations with several targets thalifgtfor Quadrant 4 Systems’ criteria for acqutsit and business combination.

Following acquisition of the projected assets amrtintegration, the Company intends to focus ogenic growth both in adding additio
revenues from existing clients and also adding ciéamts.

Core Business

Ultimately, the Company believes that it limit &liture development and sales of security hardwatkfacus its efforts as a provider of
services. The Company intends to provide IT cdimgylservices; managed services; software produddtitacture; software developme
maintenance and outsourcing and induspegeific software solutions primarily to enterpssengaged in the Financial Services, Retail
Healthcare sectors.

Competition

While the Company currently operates in a highlypetitive industry, we believe the Company will dlele to compete effectively agai
well-capitalized competitors that have extensive expeege established distribution channels and faedlitoy building a scalable yet rok
platform that allows the Company to be responsivihé needs of its customers with quality servigiés competitive pricing, a welllevelope
recruiting and retention model that ultimately pgo®s a successful delivery to the customers.

Management’s Discussion and Analysis of Financial @dition and Results of Operations

As a result of recent acquisitions, the Compargctively executing on its business model which iaf delivery of consulting services
the targeted market segments. The nature of odehiovolves engaging employees and consultangsdeide services to our customers \
billing accrued and due in normal billing cycléd/e incur debt to meet payroll obligations, the &stgcomponent of our expenses, and se
debt with the payments received from our custombtany of our employees and consultants are assistéhe immigration process wh
process is an expense component. The Compargestiiew major capital items in the delivery ofsesvices and requires no significant p
expenses beyond ordinary commercial office spacédbh use by the employees on a limited basis thedbackeffice support for thos
employees. Our financial statements reflect primémcome from billing for our consulting servicesd expenses incurred to pay emplo
and consultants, including financing to meet pdyiroanticipation of receipt of billing income frooustomers as well as general administri
expenses to manage the Company.
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Critical Accounting Estimates and Policies
General

The Consolidated Financial Statements of the Compaa prepared in accordance with U.S. generalbgpted accounting principles, wh
require management to make estimates, judgmentsassuimptions that affect the reported amounts sétasliabilities, net revenue ¢
expenses, and the disclosure of contingent asadtéiabilities. Management bases its estimatesistoitical experience and on various o
assumptions that it believes to be reasonable utdecircumstances, the results of which form thsid for making judgments about
carrying values of assets and liabilities that moe readily apparent from other sources. Senioragament has discussed the developr
selection and disclosure of these estimates wélBttard of Directors who serve as our audit conamitt

An accounting policy is deemed to be critical ifétjuires an accounting estimate to be made basedsumptions about matters that are h
uncertain at the time the estimate is made, ifed#fit estimates reasonably could have been useif,cbanges in the estimate that
reasonably likely to occur could materially impale financial statements. Management believes aliewiing critical accounting policit
reflect the significant estimates and assumptiaesiun the preparation of the Consolidated Fin&iStetements.

A summary of significant accounting policies islirded in Note 3 to the consolidated financial steats included elsewhere in this Rey
We believe that the application of these policiasacconsistent basis enables us to provide usetufeliable financial information about «
operating results and financial condition. Théddwing are a summary of the significant accountsgimates and policies.

Estimates. The preparation of financial statements in camfty with accounting principles generally acceptedhe United States requi
management to make estimates and assumptionsffiettthe reported amounts of assets, liabilitied the disclosure of contingent assets
liabilities at the date of the consolidated finahatatements and revenues and expenses durimgpbeing period. Accordingly, actual resi
could differ from those estimates. We have mastanates for doubtful accounts of accounts recéeydhir values of our customer lists i
the estimated useful lives for the amortizationoaf customer lists. Management believes thatattmounting estimates employed and
resulting balances are reasonable; however, actgalts may differ from these estimates under difieassumptions or conditions. The r
significant accounting estimates inherent in theppration of our financial statements include esté®s as to the value of customer lists
other intangible assets , values which are notilyeagparent from other sources.

Fair Value of Financial Instruments . The Company considers the carrying amounts of &i@rinstruments, including cash, accol
receivable and accounts payable and accrued expémsgpproximate their fair values because of thaatively short maturities and nao
payable.

Accounts and Unbilled Receivables Accounts and unbilled receivables consist of am® due from customers. The Company reco
provision for doubtful receivables, if necessaoyatlow for any amounts which may be unrecoverabl@ch is based upon an analysis of
Company'’s prior collection experience, customeditverthiness and current economic trends.

Intangible Assets. Intangible assets are recorded at fair valukaamortized on the straighiie method over the estimated useful lives o
related assets. The carrying value of intangibkets are reviewed for impairment by managemeletaat annually or upon the occurrenc
an event which may indicate that the carrying anhonety be greater than its fair value. If impairggts Company will writedown the intangibl
assets for such impairment. In addition, the uskfeilof the intangible assets will be evaluatedrbgnagement at least annually or upor
occurrence of an event which may indicate thatutheful life may have changed. Customer lists weataed based on managemsriforecas
of expected future net cash flows, with revenuesetian projected revenues from customers acqui@a@ie being amortized over five years.

Revenue Recognition. Revenue is recognized when it has persuasivéerwge of an arrangement, the fee is fixed and mi@table
performance of service has occurred and colledidaasonably assured. Revenue is recognized ipettied the services are provided.
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Results of Operations

For a discussion of factors that could impact ofiegaresults, see the section entitled "Risk FaCtor ltem 1A, which is incorporated herein
reference. Revenue is recognized when the seis/jp®vided.

The Company acquired new assets in transactionshwhaterially affected the amount of reported inedimom continuing operations. T
revenues, expenses and income reflect the newsas&eqjuisition of these new assets resulted ireradtincreases in revenues, expense:
income but these increases are not attributed amgds in pricing or profitability of such businassderlying the assets compared to |
periods of such businesses but rather the acauisiti toto, of such assets and businesses. To that extesliaace on comparison data fr
the period prior to acquisition of such businesswapared with the period following such acquisiianay not be a reliable predictor of fut
performance. The data does not indicate any nadtffect of inflation or price increases or desesa

Year Ended December 31

Increase/
2011 2010 Decrease Percent

Revenue $ 29,141,43 $ 15,23359 $ 13,907,83 91%
Cost of Revenu (22,265,26)  (12,883,77) (9,381,48) 73%
Gross Margir 6,876,17. 2,349,82. 4,526,34! 19%%
General and administrative expen (2,262,420 (900,119 (1,362,30) 151%
Amortization and impairment of

intangible asset (3,132,661 (3,002,54)) (130,11) 4%
Interest expense (1,629,74) (725,56¢) (904,17°) 125%
Net loss $ (148,650 $ (2,278,41) $ 2,427,06 10€%

REVENUES
Revenues for the year ended December 31, 2011 $29¢141,433 compared to revenues for the year emsmbmber 31, 2010
$15,233,596. The increase in revenues of $13,807A8s primarily due to the acquisition of Quadrérgolutions, Inc. in the first quarter

2011 and the expansion of the core businessegliodm SaaS and other solutions tools. Revenues eamprised of serviceelated sales
software programming, consulting and developmentices.

COST OF REVENUES

The increase in cost of revenues of $9,381,488duasto the increased number of consultants andames resulting from the acquisitior
assets. Cost of revenues is comprised primarith@firect costs of labor and related expenses

GROSS MARGIN

The increase in gross margin resulted primarilynficmprovement in costs (based on the project mia eessult of the acquisitions). The cha
in project mix resulted in an increase in grossgimapercentage from 15% in 2010 to 24% in 2011.

GENERAL AND ADMINISTATIVE EXPENSES

The increase in general and administrative expeois$$,362,301 was due to the increased staffirapyagement and overhead costs assot
with the acquisition of assets. General and adstrative expenses are comprised primarily of mamage and administrative payroll ¢
related costs, office costs, overhead, staffingsamport costs of the Company.

AMORTIZATION AND WRITE- DOWN OF INTANGIBLE ASSETS
The increase in amortization expenses of $130,143 due to increased amortization expenses fromgilike assets acquired in 2011
amount of which approximately doubled in connectioith the acquisitions. Amortization expenses Dil@ included $1,500,000 for 1

impairment of the acquired customer list wherei@ tlarrying value of the customer list was more tthencalculated fair market value of
customer list.
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INTEREST

The increase of interest costs of $904,177 wastdube additional long term debt of the sekenote payable and the increase of the
payable — revolver on the increased accounts rablsivesulting from the acquisition of assets agrivdtive expenses.

Net loss decreased as a result of the overallaseren revenues due to the various acquisiti

Earnings before interest, taxes, depreciation andriégzation (“EBITDA") for the year ended December 31, 2011 and Decendhe2(30 i
calculated as follows:

December 31 December 31
2011 2010

Net Loss (GAAP Basis $ (148,650 $ (2,278,41)
Interest expens 1,629,74. 725,56¢
Amortization expens 3,132,66! 1,502,45!
Impairment of customer lis - 1,500,00
Income Taxes

EBITDA $ 4,613,75. $ 1,449,61!

LIQUIDITY AND CAPITAL RESOURCES

At December 31, 2011, we had an accumulated defick3,558,285 as compared to $3,409,629 at DeceBhe2010. As of December :
2011, we had a working capital deficit of $1,15& 26 compared to $1,511,744 at December 31, 2010.

We have no material commitments for capital expemes.

Net cash used in operations for the year endedrbleee31, 2011 was $(1,635,931) as compared toasét used in operations of $(1,816,¢
primarily relating to a higher gross margin.

Cash flows used in investing operations of $850@086 from the cash required to acquire the asse2810. The acquisition of assets in 2
did not require any cash.

Net cash provided by financing activities was $,888 during for 2011 as compared to cash provigefinancing activities of $2,726,576
2010. The small decrease in borrowings in 20drhpared to 2010 was due primarily due to incredmedowing during 2010 to provide t
cash to commence our business.

The Company was reliant on proceeds from the dastock in both 2011 and 2010 and proceeds fromoaang in 2010 to provide workir
capital. A tightening of capital markets can regloc eliminate funding sources causing in a deergasur liquidity and an inability to gener
revenues from new lending activities.

Liquidity. The Company is continuing to expand its IT busirgssrations through acquisitions and organic irglegnowth. Acquisitions ¢
target company assets will require additional foiag. Currently the Company anticipates that aok@l financing to fund these acquisitis
of assets will be provided by sales of stock ordemgs. Also, the Company is exploring alternasivfor its trade receivable factoring wt
carries a very high interest rate. Refinancingtto$ receivable factoring financing will reduce tl®mmpanys interest expenses ther
increasing the Company’s liquidity position.

The Company believes its resources are adequatedmperations for the next 12 months.
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As of December 31, 2011, Contractual Obligationsevaes follows:

Payments due by perioc

Less than 1 More than 5
Contractual obligations Total year 1-3 years 3-5 years years
Long-term debt obligation! $ 847449 $ 500,000 $ 7,974,49. -0- -0-
Capital lease obligatior -0- -0-
Operating lease obligatiol -0- -0- -0- -0- -0-
Notes payabl+- other 140,00( 140,00( -0- -0- -0-
Notes payabl~ revolver 4,309,31 4,309,31
Other long-term liabilities reflected on the Regist's
Balance Sheet -0- -0- -0- -0- -0-
Total $ 12,923,81 $ 640,00 $ 12,283,81 -0- -0-

1This includes the obligations to the sellers otaierassets.

Impact of Inflation.

The services provided by the Company are genecaltyprised of consulting services provided by oupleyees and consultants for whom
incur payroll and other expenses. These experseicrease with overall inflation which will geadly impact all segments of the econc
and result in increased revenue from an increaskeimate at which the services of our employeesamsultants are billed. This minimi
the impact of inflation. However, inflation mayuse companies to cut back on the purchase of dimgwervices. The Company does
acquire or maintain inventories that present adis& to inflation.

Off Balance Sheet Arrangements

There are no off balance sheet arrangements that dlaare reasonably likely to have a current auru effect on our financial conditic
changes in financial condition, revenues or expgn®sults of operations, liquidity, capital expiumes or capital resources that are mater
investors.

ITEM 7A. QUANTITATIVE AND QUALITA TIVE DISCLOSURES ABOUT MARKET RISK

A smaller reporting company is not required to pdevdisclosure pursuant to this Item.
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Report of Independent Registered Public Accountindrirm
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINRERM
To the Board of Directors and Stockholders of Qaat#4 Systems Corporation

We have audited the accompanying balance sheetafi@nt 4 Systems Corporation and Subsidiaries Beeember 31, 2011 and the relz
statements of operations, changes in stockholdegsity and cash flows for the year then ended. &hisancial statements are
responsibility of the Company's management. Oysarsibility is to express an opinion on these foiahstatements based on our audit.

We conducted our audit in accordance with the statedof the Public Company Accounting OversightlBd&@nited States). The Compan
not required to have, nor were we engaged to perfan audit of its internal control over finandiaporting. Our audit included considera
of internal control over financial reporting as asls for designing audit procedures that are apiatepin the circumstances, but not for
purpose of expressing an opinion on the effectiserd the Company's internal control over finanogdorting. Accordingly, we express
such opinion. An audit also includes examining,aotest basis, evidence supporting the amounts &atbsures in the financial stateme
assessing the accounting principles used and &ignifestimates made by management, as well asatirad the overall financial statem
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the financial statements referrecabove present fairly, in all material respedtg, financial position of Quadrant 4 Systt
Corporation and subsidiaries as of December 311 201d the results of their operations and theih déswvs for the year then ended
conformity with accounting principles generally apted in the United States.

/sl Sassetti, LLC
Sassetti, LLC

Oak Park, lllinois
July 12, 2012
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINKERM
To the Board of Directors and Stockholders of Qaat#4 Systems Corporation

We have audited the accompanying balance sheetuatli@nt 4 Systems Corporation and Subsidiariesn@dy Zolon Corporation) as
December 31, 2010 and the related statements ohtiges, changes in stockholdeesjuity and cash flows for the year then ended.
financial statements are the responsibility of @mpany's management. Our responsibility is to esgran opinion on these finan
statements based on our audit.

We conducted our audit in accordance with the statedof the Public Company Accounting OversightlBd&@nited States). The Compan
not required to have, nor were we engaged to perfan audit of its internal control over finanaiaporting. Our audit included considera
of internal control over financial reporting as asts for designing audit procedures that are ap@tepin the circumstances, but not for
purpose of expressing an opinion on the effectiserd the Company's internal control over finanogdorting. Accordingly, we express
such opinion. An audit also includes examining,aotest basis, evidence supporting the amounts &otbsures in the financial stateme
assessing the accounting principles used and mignifestimates made by management, as well asaivgj the overall financial statem
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the financial statements referrecabove present fairly, in all material respedtg, financial position of Quadrant 4 Systt
Corporation and subsidiaries as of December 310 20l the results of its operations and its cashdlfor the year then ended in conforr
with accounting principles generally accepted i thmited States.

/s/ Schulman Wolfson & Abruzzo, LLP
Schulman Wolfson & Abruzzo, LLP

New York, New York
May 17, 2011
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QUADRANT 4 SYSTEMS CORPORATION
AND SUBSIDIARIES
(FORMERLY ZOLON CORPORATION)
CONSOLIDATED BALANCE SHEETS

December 31

2011 2010
ASSETS
Current Asset
Cash $ 1,079,24: $ 60,06
Accounts and unbilled receivables (net of allowaiocaloubtful accounts of $498,5:
and $153,007 at December 31, 2011 and Decemb@030, respectively 5,296,11. 3,5672,93.
Other current assets 415,09¢ 7,544
Total current asse 6,790,461 3,640,53
Intangible Asset 16,595,26 7,762,16.
Property and equipme- net 4,50( -
Other asset 1,039,63. -
TOTAL ASSETS $ 24,429,85 $ 11,402,70
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Accounts payable and accrued expet $ 3,499,51. $ 2,076,28.
Note payable Revolver 4,309,31 2,295,56!
Note payable Other 140,00( 390,43
Due to selle| - 390,00(
Total current liabilities 7,948,82! 5,152,28
Long-term debi 8,474,49. 4,118,79!
Derivative liability 333,32¢ -
Total liabilities 16,756,65 9,271,07
Stockholders' Equit
Preferred stoc- $0.001 par value; authorized: 10,000,000,000 shai@ne issued and outstandi - -
Common stocl- $0.001 par value; authorized: 5,000,000,000 sha&ssed and outstandil
51,740,448 and 42,750,492 at December 31, 20d Dacember 31, 2010, respectiv 51,74( 42,750
Additional paic-in capital 11,179,74 5,498,50:
Accumulated deficit (3,558,28) (3,409,62)
Total stockholders' equity 7,673,20. 2,131,62.
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 2442985 $ 11,402,70

See notes to the consolidated financial statements.
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Revenue
Cost of revenue
Gross Margir
General and administrative expen
Amortization expens

Impairmentof intangible asset
Interest and derivative expense

Net loss before income tax

Income Taxe:
Net Loss

Net loss per common she

Weighted average common shares - basic and diluted

* Less than $.01 per share

See notes to the consolidated financial statements.

QUADRANT 4 SYSTEMS CORPORATION
AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Years ended

December 31,

2011 2010

$ 2914143 $ 1523359
22,265,26 12,883,77
6,876,17: 2,349,82.
(2,262,42) (900,119
(3,132,66) (1,502,54)
(1,500,00)
(1,629,74) (725,56()
(148,65() (2,278,41)
$ (148,65) $  (2,278,41)
* 3 (0.09)

51,740,44¢ 24,845,60

F-5




Table of Content

QUADRANT 4 SYSTEMS CORPORATION

AND SUBSIDIARIES
(FORMERLY ZOLON CORPORATION)

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
Years ended December 31, 2011 and December 31, 2010

Additional Retained Total
Common Paid-in Earnings Treasury Stockholders'
Shares Stock Capital (Deficit) Stock Equity

Balance, December 31, 20 3,150,21. $ 3,150,21. $ (2,216,79) $ (1,131,21) $ 200,00 $ 2,19¢
Transfer on reverse spl (3,147,06) 3,147,06
Shares issued for acquisition
subsidiaries 32,000,00 32,00( 1,888,00! - - 1,920,00!
Additional Shares issued for acquisiti
of asset: 2,000,00! 2,00(¢ 898,00( - - 900,00(
Sales of common stock (net
expenses of $92,25 5,600,28: 5,60( 1,582,23 - - 1,587,83:
Cancellation of treasury stoi - - 200,00( - (200,000) -
Net loss- 2010 - - - (2,278,41)) - (2,278,410
Balance, December 31, 20 42,750,49 42,75( 5,498,50. (3,409,62) - 2,131,62:
Sales of common stock, net of exper
of $27,25C 1,666,66 1,667 470,83: - - 472,50(
Sales of common stock, net of exper
of $13,75C 833,33: 83z 235,41° - - 236,25(
Shares issued for acquisition of as: 4,000,001 4,00( 3,996,00! - - 4,000,00!
Shares issued for debt extensi 2,489,95 2,49( 868,99: - - 871,48
Warrants for Service 110,00( 110,00(
Net loss— 2011 - - - (148,65¢) - (148,65¢)
Balance, December 31, 2011 51,740,44 $ 51,74C $ 11,179,74 $ (3,558,28) $ - $  7,673,20

See notes to the consolidated financial statements.
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QUADRANT 4 SYSTEMS CORPORATION
AND SUBSIDIARIES
(FORMERLY ZOLON CORPORATION)

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended
December 31

2011 2010
Cash flows from operating activitie
Net loss $ (148,656 $ (2,278,41)
Adjustments to reconcile net loss to net cash usegerating activities
Amortization and depreciatic 3,133,16! 1,502,54!
Impairment of customer lis 1,500,00
Provision for doubtful accoun 345,52¢ 153,00°
Disposition of fixed asse - 26,70(
Issuance of warrants for servic 110,00( -
Changes in assets and liabilit
Accounts receivab (282,289 (475,45))
Other current asse (407,55Y (719)
Other asse (37,14 -
Accounts payable and accrued expe (4,348,97) (2,244,19)
Net cash used in operating activit (1,635,93) (1,816,52)
Cash flows from investing activitie
Acquisition of assets (net of liabilities assumé$,957,641, issuance of notes payable of
$4,550,000 and issuance of common stock &2f2000) - (850,001)
Purchase of fixed assets (5,000 -
Net cash used in investing activit (5,000 (850,00()
Cash flows from financing activities
Proceeds from sales of common stock (net of expeih$41,250 in 2011 and $92,250 in 20 708,74¢ 1,587,83.
Proceeds from convertible note payable (net of egps of $131,00( 669,00(
Proceeds from notes payal- other 45,50( 200,00t
(Decrease) increase in note paye revolver 2,013,75 2,295,56!
(Decrease) increase in due to se (390,001) 390,00(
Payments of lor-term deb! (90,95)) (1,687,25)
Payments of notes payable — other (295,93) (59,569
Net cash provided by financing activiti 2,660,11i 2,726,57!
Net increase in cas 1,019,18 60,05
Cash - beginning of year 60,06° 6
Cash - end of year $ 1,079,24: $ 60,06
Supplemental disclosure of noncash informat
Cash paid for interest $ 1,10591' $ 479,67
Income Taxe $ - $ =
Noncash transactior
Acquisition of assets (net of liabilitiessamed $10,100,000 and issuance of common
of $4,000,000) $ - $ -
Shares issued for debt extension $ 871,48' $ -




Transfer of common for reverse stock dividle $ - 3 3,147,06.

Debt discount recorded as a derivativelligk 333,32¢ -
Adjustment made to customer list and naigaple in accordance with VSG acquisition agreet 2,134,23. -
Adjustment made to write off bad debt agaiote payable in accordance with VSG acquisitic

agreemen 1,385,78I -

See notes to the consolidated financial statements.
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QUADRANT 4 SYSTEMS CORPORATION
AND SUBSIDIARIES
(Formerly Zolon Corporation)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 —-ORGANIZATION AND OPERATIONS
Organization
Quadrant 4 Systems Corporation (formerly Zolon ©oafion) (the “Company”Wwas incorporated in Florida on May 9, 1990, as Eupres
Group, Inc. On July 12, 2001, the Company charigedame 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@88,Company changed its nam
Zolon Corporation. On March 31, 2011, the Compelmgnged its name to Quadrant 4 Systems Corporetibatter reflect its current busin
model. On July 1, 2011, the Company merged VSG &itipn Corp. and Resource Mine Acquisition ComtoiISS Acquisition Corporatic
all wholly-owned subsidiaries, which was then, meed Quadrant 4 Consulting, Inc.
Operations
In April 2010, the Company changed its primary hass model by broadening its computer consultimgices and selling solutions that
bundled with technology. The Company intends taldsth a full spectrum of IT services that inclucensulting, products and solutic
specific to the Healthcare, Retail and Financial/Bes industries.
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Consolidated Financial Statements

The consolidated financial statements includehal @accounts of the Company and its whalyned subsidiaries, Quadrant 4 Consulting,
and Quadrant 4 Solutions, Inc.

All significant intercompany accounts and transatdihave been eliminated in consolidation.

Estimates

The preparation of financial statements in conftymiith accounting principles generally acceptedhi@ United States requires manageme
make estimates and assumptions that affect theteghamounts of assets, liabilities and the disole®f contingent assets and liabilities a
date of the consolidated financial statements @aweénues and expenses during the reporting periodorélingly, actual results could dif
from those estimates.

Fair Value of Financial Instruments

The Company considers the carrying amounts of @iigrinstruments, including cash, accounts recd&ahccounts payable and accr
expenses and notes payable to approximate theirdhies because of their relatively short matesiti
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Accounts and Unbilled Receivables

Accounts and unbilled receivables consist of am®uhie from customers. The Company records a poovifir doubtful receivables,
necessary, to allow for any amounts which may brecoverable, which is based upon an analysis o€dmapanys prior collection experienc
customer creditworthiness and current economiasen

Revenues are generally recognized during the pénimdervice is provided.

Intangible Assets

Intangible assets are recorded at fair value arattared on the straight-line method over the estédaiseful lives of the related assets.
The carrying value of intangible assets are revikfee impairment by management at least annuallypam the occurrence of an event wl
may indicate that the carrying amount may be grehsm its fair value. If impaired, the Companylwitite-down such impairment. In additic
the useful life of the intangible assets will balkenated by management at least annually or upondberrence of an event which may indi

that the useful life may have changed.

Customer lists were valued based on manageséneécast of expected future net cash flows, watrenues based on projected revenues
customers acquired and are being amortized overyiars.

Software and software technologies were valueddasemanagemerst’forecast of expected future net cash flows, wétrenues based
projected revenue from sales of these softwarentdobies and are being amortized over five to seaeans.

Financial Instruments
The Company does not use derivative instrumertetige exposures to cash flow, market or foreigrecuy risks.

The Company reviews the terms of convertible defnt aquity instruments it issues to determine wirethere are embedded deriva
instruments, including the embedded conversioroapthat are required to be bifurcated and accauftieseparately as a derivative finan
instrument. In connection with the sale of cotibée debt and equity instruments, the Company fsaye freestanding warrants that n
depending on their terms, be accounted for as al@revinstrument liabilities, rather than as equity

Bifurcated embedded derivatives are initially refem at fair value and are then revalued at eaabrting date with changes in the fair ve
reported as nopperating income or expense. When the convertibbe dr equity instruments contain embedded dewxigdtistruments that &
to be bifurcated and accounted for as liabilitteg, total proceeds allocated to the convertiblé mst¢ruments are first allocated to the fair vi
of all the bifurcated derivative instruments. Thenaining proceeds, if any, are then allocatethéocbnvertible instruments themselves, us
resulting in those instruments being recordeddiseount from their face amount.

The discount from the face value of the convertitbddt, together with the stated interest on th&unsent, is amortized over the life of
instrument through periodic charges to intereseasp, using the effective interest method.

Revenue Recognition

Revenue is recognized when there is persuasiveregdof an arrangement, the fee is fixed and détabie, performance of service
occurred and collection is reasonably assured.eRa&¥ is recognized in the period the services rréged.

Income Taxes
Deferred income taxes have been provided for tearpatifferences between financial statement andnre tax reporting under the liabil
method, using expected tax rates and laws thabarected to be in effect when the differences apeeted to reverse. A valuation allowanc

provided when realization is not considered mdtelyi than not.

The Companys policy is to classify income tax assessmentsany, for interest in interest expense and for pg&wlin general ar
administrative expenses.

Loss per Common Share
Basic loss per share is calculated using the weigaterage number of common shares outstanding dednf period. Diluted income |
share includes potentially dilutive securities sashoutstanding options and warrants, using varinathods such as the treasury stoc

modified treasury stock method in the determinatibdilutive shares outstanding during each period.

For the years ended December 31, 2011 and 201@, were 10,983,614 and 5,600,289, respectivelynpiatly dilutive securities not includ
in the calculation of weighted-average common shatgstanding since they would be anti-dilutive.

Basic loss per share has been retroactively restateeflect the reverse stock split.
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Derivatives

We account for derivatives pursuant to SFAS No., B88ounting for Derivative Instruments and Hedgirdities, as amended. All
derivative instruments are recognized in the fimaratatements and measured at fair value regardiethe purpose or intent for holding them.
We record our interest rate and foreign currencgpsaat fair value based on discounted cash flodysisaand for warrants and other option
type instruments based on option pricing modelg dianges in fair value of these instruments arerded in earnings.

Concentrations of Credit Risk

The Companies maintain cash at various financsiitirtions, which at times, may be in excess ofiied limits. The Company has not
experienced any losses to date as a result opttiisy and, in assessing its risk, the Companiesity is to maintain cash only with reputable
financial institutions.

Recent Accounting Pronouncements

In September 2011, the Financial Accounting Statel@oard (FASB) issued Accounting Standards Up@ag&l) 2011-08: “Intangibles--
Goodwill and Other (Topic 350) Testing Goodwill fanpairment”. The guidance in this update are intended to redanglexity and costs |
allowing the reporting entity the option to makej@alitative evaluation about the likelihood of gadkdl impairment to determine whethe:
should calculate the fair value of a reporting umite update includes examples of events and cstames that an entity should considt
evaluating whether it is more likely than not tita fair value of a reporting unit is less thanciésrying amount. ASU 20108 is effective fc
annual and interim goodwill impairment tests perfed for fiscal years beginning after December 18,12 Early adoption is permitted
annual and interim goodwill impairment tests parfed as of a date prior to September 15, 2011 iétiiey's financial statements for the n
recent annual or interim period have not yet besnédd.

In June 2011, the Financial Accounting Standardar@¢FASB) issued Accounting Standards Update (A301)105, Comprehensive Incol
(Topic 220): Presentation of Comprehensive IncoAf8U 201105: (1) eliminates the option to present componehtsther comprehensi
income (“OCI”)as part of the statement of changes in stockhdldgtsty, (2) requires presentation of each compboénet income and ez
component of OCI (and their respective totals)egifin a single continuous statement or in two saeafbut consecutive) statements, an
requires presentation of reclassification adjustsien the face of the statement. The amendmefffieistige for fiscal years and interim peric
within those years, beginning after December 13,120 he Company does not expect the adoption of 281105 to have a significant imp:
on the Company's consolidated financial statements.

In May 2011, the FASB issued ASU 2011-04, Fair ‘¥alMeasurement (Topic 820)Athendments 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 disaasoout fair value between U.S. Generally Acceptecbunting Principles (GAAP) al
International Financial Reporting Standards. Wiilany of the amendments to U.S. GAAP are not ergetd have a significant effect
practice, the new guidance changes some fair \rakssurement principles and disclosure requiremekxdgption of ASU 201104 is effectivi
for annual periods beginning after December 151281d is not expected to have a significant impacthe Company's consolidated finan
statements.

Management does not believe that any other recessthed, but not yet effective accounting pronoumets, if adopted, would have a mate
effect on the accompanying consolidated finandatkesnents.

NOTE 3 — ACQUISITIONS
StoneGate Holdings

On May 20, 2010, the Company acquired 100% of thtstanding shares of VSG Acquisition, Inc. (VSGM Rcquisition Corp. (RMI) an
ISS Acquisition, Inc. (ISS) from StoneGate Holdingsc. (StoneGate Holdings). StoneGate Holdinggugh VSG, RMI and ISS had eitl
recently or was about to complete the followinguasigjons. All of these purchases were to transfatrenCompanys business model and et
into the Information Technology industry to expahe Companys customer base. The parties to this acquisitigared into an agreemi
regarding terms without independent valuation; te@asummation of this transaction should not be idened the result of arms’lengtl
negotiations.

The purchase price consisted of a note payabl& &0$,000 and 32,000,000 shares of common stotkeo€ompany. The note was to ma
on May 31, 2012 (now extended to December 31, 2@q14$ interest at 5% per annum.

The acquisition of VSG, RMI and ISS was recordedtmpurchase method of accounting and the Complogated the purchase price ¢
the assets acquired. The value of the acquisitias lvased on the underlying carrying value of tisetasand liabilities of StoneGate Holdir
as it recently completed the acquisition of thessets and liabilities.

The purchase agreement also provided for the Coynfmanharge all uncollectable receivables and assulabilities and obligations agai

the note payable to Stonegate Holdings. As of Déegrl, 2011, the Company charged an aggregat2, 84,236 to Stonegate Holdings
reduced customer lists, as this was a result chtigmisition agreement.
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In addition, the purchase agreement provided feiGbmpany to take control of the assets and opesaéffective April 1, 2010.

Quadrant 4 Consulting, Inc.

Cornerstone Information Systems and Orionsoft

Effective April 1, 2010, VSG purchased certain é&ssevned by Bank of America, acquired under itsusgc agreement with Cornerstc
Information Systems, Inc. and Orionsoft, Inc., kcleange for $3,800,000 in cash, the assumptioneghin liabilities of $6,957,641 anc
commitment to issue 32,000,000 of the Compamdmmon stock. The purchase agreement providethéoCompany to take control of

assets and operations on April 1, 2010.

The value of the purchase price was based on téte gaid, the liabilities assumed and the valuehefdommitment to issue tt&2,000,00
shares of the Company's common stock, $1,920,88Gstock price of the Company's common stock diseéffective date of the transaction.

The Company included the operations of VSG as @fitdite of control. The acquisition was recordedhenpurchase method and the aggre
purchase price of $12,677,641was allocated oveadkets acquired, as follows:

Accounts receivabl $ 4,957,13!
Customer lis 7,720,50.
Purchase price $ 12,677,64

Resource Mine

On May 3, 2010, RMI purchased certain assets ovayeldesource Mine, Inc. in exchange for a note pleyaf $250,000 and the assump
of certain liabilities of $588,333. The purchaseeagent provided for the Company to take controlhef assets and operations on Apr
2010.

The Company included the operations of RMI as efdate of control. The purchase
the RMI assets was recorded at cost and the Conglroated the aggregate purche
price over the assets, as folloy

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

Integrated Software Solutions

Effective July 1, 2010 the Company acquired ceréaisets of IntegrateBbftware Solutions, Inc. in exchange for: (a) $880,in cash, whic
was paid $150,000 into escrow and $700,000 which pead on October 15, 2010, plus interest at 1086 apnum, (b) $500,000 due on J
30, 2012, plus interest at 5%, per annum, and ,@®000 shares of the Compasmigommon stock. The shares were valued at $900tH¢
share price on the date of the acquisition. Thelpase agreement provided for the Company to tak&al®f the assets and operations on
1, 2010.
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The Company included the operations of ISS asefidte of purchase. The acquisition was recordadepurchase method of accounting and
the aggregate purchase price of $2,250,000 wasadid over the assets acquired, as follows:

Customer lis $ 2,243,17!
Deposits 6,82¢
Purchase price $ 2,250,00!

Quadrant 4 Solutions, Inc.

Effective March 1, 2011, the Company acquired athe outstanding shares of Quadrant 4 Solutiams, (formerly MGL Solutions, Inc.) ai
also purchased certain software development regswaned assets based in India and assumed ceatfziliti#s associated with those assets.

The aggregate purchase price will be up to $1400@0,payable as follows:

Note payable of $5,000,000 to the seller, paydbies 30, 201

Issuance of 4,000,000 shares of common stock dCtmpany

Assumption of up to $100,000 of accounts payabte

Contingent ear-out of up to $5,000,000, payable over three yébesirned, as define

The Company took control of the assets and opermtim March 1, 2011.
The shares were valued at $4,000,000 ($1.00 pee)siie purchase price as determined by the partie

The Company included the operations of Quadrantldti®ns as of the date of control, March 1, 20The majority of the transactions cc
were paid by the Seller. The Company incurred malhracquisition costs.

The Company recorded the purchase of the Quadr&uiutions on the purchase method of accountingadiodated the aggregate purct
price over the assets acquired, as follows:

Accounts receivabl $ 3,172,201
Software technolog 3,500,001
Framework software technolos 2,100,00!
Customer lis 8,500,001
Accounts payable and accrued expel (2,500,001

Notes payabli (5,672,201
Contingent consideration (a) -

Purchase price $ 9,100,001

(a) The contingent consideration of the acquisitioned&quires cash payments between $0 and $3,000\30a three year period ba
upon meeting a minimum EBIDTA threshold per quarfdrthe date of acquisition, management estimtteccontingent consideration
be $0 based upon estimated projections of EBIT

In January 2011, the seller agreed to exchangestaroer account receivable for a reduction of thie payable to the Seller. As of Decen
31, 2011, the Company offset $1,149,193 agaimshtie payable to the seller.

The amounts of Quadrant 4 Solutions, Inc.’s revesme net loss included in the Compangbnsolidated statement of operations for the
ended December 31, 2011, and the revenue andsgebfdhe combined entity had the acquisition aezlon January 1, 2011and Janua
2010 are as follows:

Net Income
Revenue (Loss)
Actual from March 1 to December 31, 2C $ 13,432,86 $ 933,30:
2011 supplemental pro forma from January 1 to Déeerl, 201. $ 31,826.20 $ (27,879

2010 supplemental pro forma from January 1 to Déeerl, 201( $ 39,138,07 $ 2,944,777
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NOTE 4 — INTANGIBLE ASSETS

As of December 31, 2011 and 2010, intangible assmisisted of the following:

2011 2010
Customer lis—= VSG $ 4,086,98 $ 7,720,50:
Less impairment (1,500,001
Customer lis— RMI 801,03« 801,03¢
Customer lis— 1SS 2,243,17! 2,243,17!
Customer lis— Solutions 8,500,00! -
Technology softwar— Solutions 3,500,00! -
Framework technology softwa-Solutions 2,100,00! -
21,231,19 9,264,71.
Accumulated amortization (4,635,93) (1,502,54)

$ 16,595,26 $ 7,762,16:

For the years ended December 31, 2011 and 2016h#es in intangible assets were as follows:

2011 2010
Beginning of the yee $ 7,762,16: -
Additions 14,100,00 $ 10,764,71
Reductions in valu** (2,134,23) -
Impairment - (1,500,001
Amortization (3,132,661 (1,502,549
End of the yea $ 16,595,26 $ 7,762,16.

For the years ended December 31, 2011 and 2010tiaatimn expense was $3,132,666 and $ 1,502,549 .

*As of December 31, 2010, the Company determined tihe carrying value of the customer list of VS@swgreater than its fair value s
accordingly, recorded an impairment charge of $1,&00.

**The reduction in value was as a result of an atifjent to the assumed liabilities related to theclpase of the VSG assets: The a
liabilities were less than the estimated liabifitet the date of acquisition (as determined du2bityl). Therefore, reduction in the /liability
a corresponding reduction in the VSG customer Vistee made in 2011.

As of December 31, 2011, the estimated aggregabedtaation expense for each of the five succeegleays was as follows:

2012 $ 3,609,58.
2013 $ 3,609,58.
2014 $ 3.609,58.
2015 $ 2,421,04
2016 $ 770,00

NOTE 5 — NOTE PAYABLE - REVOLVER

As amended in February 2012, the Company entetedaifinancing agreement with a financing compargviging a revolving line of credit-
financing facility. Under the agreement, the Compassigned certain accounts receivable, includimghmsed accounts receivable, to
financing company in return for a line of credit $,500,000. The agreement is automatically rentevab the second anniversary un
cancelled by the parties. Fees under the agreernestst of a commitment fee of $35,000, a serfeéesof 0.825% per month, and interes
prime plus 2% per annum.

F-13




Table of Content
All borrowings are collateralized by the accoursaivable and substantially all other assets.

Fees under the agreement shall consist of a comamitfee of $35,000, a service fee of 0.825% pertmand interest at prime plus 2%
annum.

NOTE 6 — NOTE PAYABLE - OTHER

As of December 2011 and 2010, notes payable - athasisted of:

2011 2010
Note payable due December 31, 2011, plus inteted€i% pel
annum $ 140,00 $ 250,00(
Note payable due April 15, 2011, plus interest@blper annun - 40,431
Note payable due July 17, 2011, plus interest aper annun - 100,00(
Total shor-term notes $ 140,000 $ 390,43°
NOTE 7 — LONG-TERM DEBT
As of December 2011 and 2010, long-term debt ctethisf the following:
2011 2010
Note payable due December 31, 2014, as extended,inperest a
5% per annum (a) (k $ 1,582,01 $ 3,618,79
Note payable due December 31, 2014, as extended,inperest a
5% per annum (& 500,00( 500,00(
Seller note payable due December 31, 2014, asdedernplus
interest at 5% per annum | 5,925,80 -
Convertible Debenture payable to a finance compreyJuly 1,
2013, plus interest at 16% per annum 800,00 -
Less discount (333,32 -
Total long-term debt $ 8,474,49 $ 4,118,79i

(a) In December 2011, the Company issued 2,48%B&6es of common stock in exchange for extendirgdaie of certain notes payable.
shares were valued at $871,485 ($0.35 per shaetdlck price on the date of the agreement), alidwicharged to expense over terms o
extensions.

(b) The purchase agreement also provided for thep@oy to charge all uncollectable receivables amgnents of precquisition liabilitie:
against the note payable to Stonegate HoldingsofABecember 31, 2011, the Company charged an aggreg $2,134,236 to Stoneg
Holdings and reduced the value of customer listigshes was a result of the acquisition agreement.

(c) On December 27, 2011, the Company sold an ggtgeof $800,000 of debentures (Debentures) anthntarto purchase 1,333,333 sh
of common stock of the Company. The Debenturepayable on July 18, 2013 and interest is payabéetgrly, commencing April 1, 2012,
16% per annum.

The warrants are exercisable at any time througbeBder 31, 2017 at $0.60 per share, subject tost@nt as defined in the warr
agreement.

The Debentures are convertible into shares of comsback of the Company at $0.50 per share, atiars, subject to limitations, as definec
the agreement. The conversion price and amounttaaybject to adjustment.

In addition, under certain conditions, the Comphag the right to redeem the Debentures at 120%eopttincipal amount and accrued inte
thereon.

Both the convertible debt conversion feature andravas contain price protection provisions (or dewand provisions) which reduces tt
price in the event the Company issues additionatesh(or financings) at a more favorable price ttrenstrike price of the instruments,
accordance with applicable accounting guidancefainezalue of the conversion feature is bifurcatexn the host instrument and recognize
fair value as a derivative liability on the Comp&nygonsolidated balance sheet. The warrants areretsgnized at fair value as a deriva
liability on the Company’s consolidated balanceeshd@he fair value of the warrants was calculatsithgi the BlackScholes model and w
initially calculated as $333,329. After the alldoatof proceeds between warrants and debt were nla@ealculation of the fair value of -
conversion price was noted to exceed the fair vafu@e trading value of the stock and no derivatiability will be recorded at the incepti
of the note. The discount due to the fair valuéhefwarrants will be recognized as additional ieseéexpense over the term of the debenture.
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NOTE 8 - DERIVATIVE LIABILITY/FAIR VALUE
As of December 31, 2011, derivative liability cated of the following:

Warrants $ 333,32¢
Conversion feature -

Derivative liability 333,32¢

The derivative liability related to the outstandingurrants were valued using the Blg8&holes option valuation model and the follov
assumptions on the following dates:

Risk free interest rai .83%
Expected volatility 399%
Expected life (in years 5
Expected dividend yiel 0

The difference in the valuation of the embeddedveosion feature and the warrants from the datessifiance and December 31, 2011
deemed immaterial.

Fair Value

The Company’s financial instruments consist pritgaoif receivables, accounts payable, accrued exgzeaad shorterm debt. The carryit
amount of receivables, accounts payable and accexpénses approximates its fair value because efstiortterm maturity of suc
instruments. In addition, the Company believes fitatshort and long term debt terms are commensundth market terms for simil
instruments and approximate fair value.

The Company categorizes its assets and liabilitias are valued at fair value on a recurring batis a thredevel fair value hierarchy
defined by ASC 820Fair Value Measurements and Disclosure§’ASC 820”) . The fair value hierarchy gives the highest priotayguote:
prices in active markets for identical assets #tullities (Level 1) and lowest priority to unobsable inputs (Level 3).

Assets and liabilities recorded in the consoliddtal&nce sheet at fair value are categorized basechierarchy of inputs, as follows:

Level 1 Unadjusted quoted prices in active markets fortidahassets or liabilities

Level 2 Quoted prices for similar assets or liabilitiesaictive markets or inputs that are observable ferabset or the asset or
either directly or indirectly through market coravhtion; anc

Level 3 Unobservable inputs for the asset or liabil

At December 31, 2011, the Compasgerivative liabilities are considered a Leveirtahcial instrument, which were generated on Deeeril
2011.

NOTE 9 — STOCKHOLDERS' EQUITY
Preferred Stock

The Company's board of directors may designateepet stock with preferences, participations, sghjualifications, limitations, restrictions
required. No preferred shares are presently datitgd.

Sales of Common Stock

In October and November, 2010, the Company sold®BXB1 shares of common stock for $1,587,834 nekpénses of $92,250. In additi
for each share of common stock sold, the Compasueis one warrant to purchase one share of comrook at $0.60, per share, for a pe
of 5 years. The number and price of the warrantg beadjusted upon certain transactions, as defiib@ warrant may be called by
Company after three years from issuance, if theepof the stock shall be above $0.70 per shamefased.

On January 7, 2011, the Company sold 1,666,667eshar common stock for $472,500, net of expense$28,500($0.30 per share).
addition, for each share of common stock sold@bmpany issued one warrant to purchase one shiacesnmnon stock at $.60, per share, f
period of 5 years. The number and price of the avdsr may be adjusted upon certain transactiordefased. The warrant may be called by
Company after three years from issuance, if theepof the stock shall be above $.70 per sharegfased.

In April 2011, Company sold 833,333 shares of commstock for $236,250, net of expenses of $13, 030 per share).
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Reverse Stock Split

On December 24, 2009, the Company declared a ¥d@0D reverse stock split, effective March 15, 20a0d transferred $3,147,061 fr
common stock to additional paid-capital. All share and per share amounts haea betroactively restated for all periods to refle revers
stock split.

Reserved Shares

As of December 31, 2011, the Company has reseheefbllowing shares of common stock:

Warrants- sales of stocl 7,266,94
Warrants- financing 1,333,33
Conversior- financing 1,600,001
Warrants — Proposed, but unissued, for directargnagement and consultants 2,500,00!

12,700,28
NOTE 10 — CONTINGENCIES
In July 2011, a claim was made against the Comsamking payment of an "exclusivity fee" and othepemses arising from a propo
financing in the amount of approximately $500,000e Company believes that this particular clainvihout merit and intends to vigorou
defend this action. The Company has also filedumterclaim relating to the improper nature oflitigation.
On October 20, 2011, the Company was named indefemdant in a claim against Stonegate seekingyne@at of a loan of $500,000 frc
Stonegate. As the claim involves shares of the Gmypwned by Stonegate, the Company believes #im ¢& without merit and intends
vigorously defend this action. An an allowance&500,000 has been provided against the note pagalié (Stonegate).

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

A summary of warrant issuances based on common stoequivalents is as follows:

Weighted
Number of Average
Shares Exercise Price Exercise Price
Balance at December 31, 2C
Warrants exercise - -
Warrants expire: - -
Warrants issued with common stock/convertible 5,600,28. ¢ 0.6C ¢ 0.6C
Balance at December 31, 2C 5,600,28. $ 06C $ 0.6C
Warrants exercise - -
Warrants expire: - -
Warrants issued with common stock/convertible « 3,5633,33° $ 06C $ 0.6(
Warrants issued for servii 250,000 ¢ 0.7¢C ¢ 0.7¢C
Balance at December 31, 20 9,383,61: $ 0.60-%$0.7C $ 0.60:

All outstanding warrants are currently exercisaldesummary of outstanding common stock warranBestember 31, 2011 follows:

Number of Common Stock Expiration Date Remaining Contractual Life Exercise price
Equivalents (Years)

5,600,28: 10/25/2011 4.8 $0.60

1,200,001 1/17/201¢ 4.0 $0.60
600,00( 4/5/201¢ 4.3 $0.60
200,00( 1/17/201¢ 4.0 $0.60
200,00( 4/5/201¢ 4.3 $0.60
250,00( 12/31/201! 4.0 $0.70

1,333,33: 12/26/2011 5.0 $0.60

9,383,61-
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NOTE 11 — INCOME TAXES

The Company and its subsidiaries file consoliddtederal tax returns. Certain tax years are sulijeekamination by the Internal Reve
service and certain state taxing authorities. Tam@any does not believe there would be any matadialstments upon such examination.

As of December 31, 2011, management has deterntlmdthere are no significant uncertain tax pos#igequiring recognition in tl
Company’s consolidated financial statements.

As of December 31, 2011, the Company had net dpgrhiss carryforwards of approximately $2,300,8®@educe future Federal income
liabilities through 2031, which under regulatiorfstie Internal Revenue Service related to ownershignges are limited under IRC Sec
382 to approximately $300,000 per year. In addjtihere is a net operating loss carryforward gfragimately $350,000 which is not sub
to the limitation.

As of December 31, 2011, realization of the Compargeferred tax assets of $2,860,000 was not caesidaore likely than not ar
accordingly, a valuation allowance of $2,860,008 been provided.

The net change in the valuation allowance durirgytars ended December 31, 2011 and December B0 jifyeased by $692,000 and
$1,039,000, respectively.

As of December 31, 2011 and 2010, components efraef tax assets were as follows:

2011 2010
Amortization of intangible: $ 1,593,000 $ 908,00(
Allowance for doubtful accoun 199,00( 60,00(
Net operating losse 1,068,00! 1,200,001
2,860,001 2,168,00!
Valuation allowanct (2,860,001 (2,168,000
Net deferred tax asst $ - $ -

For the years ended December 31, 2011 and 201@&ctheal tax expense differs from the effective éapense (benefihased on the U.
Federal Rate of 34%, as follows:

2011 2010
Expected Federal tax re (34.C%) (34.C%)
Expected state tax ra (6.C%) (6.C%)
Change in valuation allowan 40.(% 40.(%
- % - %

NOTE 12 — FOREIGN OPERATIONS

The Companys headquarters and operations are located in theedJS&tates. However, the Company does have somesikepliers an
subcontractors located in India. The Company t@mswnership, directly or indirectly, in these kayppliers and subcontractors. Paym
made to India suppliers and subcontractors wer8583)00 and $0 for the years ended December 311 201 December 31, 20
respectively.

NOTE 13 — PRIOR PERIOD CORRECTION

As a result of a Securities and Exchange Commaéert len the Company’s S1 registration filed in 20the Company’s December 31, 2010
financial statements have been corrected to retectollowing changes:

. An increase in net intangibles of $149,¢

. An increase in net long term debt of $2,162,

- A decrease in Additional Péin Capital of $1,986,91

- An increase in net loss from operations and deer#gagetained earnings of $26,4

These changes were made to more accurately réikeetcquisition costs, assets, and liabilities 8f3/Acquisition, Inc. on April 1, 2010.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE

Item 9 of Form 10-K requires the disclosure of ajemin the context of a disagreement with the amnbauditor (Item 304(b) only).

As set forth on Current Reports filed on Form 8K, as filed on April 28, 2011 (and amended and fik on April 29, 2011) as to th
engagement of Rosen Seymour Shapps Martin, LLP, hé Company disclosed the following:

Effective April 27, 2011, the Comparsy/’Board of Directors, acting as its Audit Commiftéerminated the engagement of RBSM |
(“RBSM”) as the Company independent registered public accounting firmSRBwas engaged on March 11, 2011 and did not iasegor
on the Company consolidated financial statements during the mexstnt two fiscal years and through April 27, 20Bfom March 11, 20!
through April 27, 2011, the Company has not had dieggreements with RBSM on any matter of accognpirinciples or practices, financ
statement disclosure or auditing scope or procedunéch disagreements, if not resolved to RBSMatisfaction, would have caused the|
make reference thereto in their reports on the Gayp financial statements for such year. From March2011 through April 27, 2011, the
were no reportable events, as defined in Iltem 304X &) of Regulation S-K.

The Company provided RBSM with a copy of the disates on the Current Reports filed on Fori{ &nd on the amended report filed
Form 8-K/a, attached the letter of RBSM.

In this Current Report, the Company announced pip@iatment of Schulman Wolfson & Abruzzo, LLP, (“3M_P") as its independent
registered public accounting firm.

As set forth on Current Reports filed on Form 8-K,as filed on March 27, 2012 as to the engagement®#WALLP, the Company
disclosed the following:

On March 19, 2012, the Board of Directors of Quatlrd Corporation (the “Company”gcting as its Audit Committee, terminated
engagement of Schulman Wolfson & Abruzzo, LLP, (“SMLP") as the Company independent registered public accounting firm ARWP
was engaged on April 27, 2011 and had audited dhhsatidated financial statements of the CompanytHeryear ended December 31, 2
From April 27, 2011 through March 19, 2012, the @amy has not had any disagreements with SWALLP ron raatter of accountir
principles or practices, financial statement disale or auditing scope or procedure, which disagesds, if not resolved to SWALLP’
satisfaction, would have caused them to make nederéhereto in their reports on the Comparinancial statements for such year. From /
27, 2011 through March 19, 2012, there were nortapke events, as defined in Item 304(a) (1) (ViRefulation S-K.

The Company provided SWALLP with a copy of the tlisares on the Current Report filed on For{ 8nd requested that SWALLP furnis
letter addressed to the Securities & Exchange Casion stating whether or not it agrees with thevabstatements but SWALLP has
provided the Company with a copy of such lettemaeedging the termination.

In this Current Report, the Company announced pmoiatment of Rosen Seymour Shapps Martin, LLP,SSM") as its independe
registered public accounting firm.

As set forth on Current Reports filed on Form 8K, as filed on June 18, 2012 as to the engagemeftRSSM, the Company disclosed tt
following:

On June 15, 2012, the Board of Directors of Quadda@orporation (the “Company”at the direction of its Audit Committee, terminatid
engagement of Rosen Seymour Shapps Martin, LLPS$MR”") as the Compang’independent registered public accounting firmSRSwas
engaged on March 19, 2012 to complete the audii@iCompanys consolidated financial statements for the yeadedrDecember 31, 20:
From March 19, 2012 through June 15, 2012, the izmy has not had any disagreements with RSSM omreatter of accounting principl
or practices, financial statement disclosure oitagliscope or procedure, which disagreementsotfrasolved to RSSM’ satisfaction, wou
have caused them to make reference thereto inrdq@irts on the Comparg/financial statements for such year. From March20d2 throug
June 15, 2012, there were no reportable eventgfased in Item 304(a) (1) (v) of Regulation S-K.

The Company has provided RSSM with a copy of tiseldsures on this Current Report filed on Forid 8nd requested that RSSM furnis

letter addressed to the Securities & Exchange Casion stating whether or not it agrees with thevabstatements but,RSSM has
furnished the Company with a copy of such lettémnaeviedging the termination.
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In this Current Report, the Company disclosed thatd engaged Sassetti, LLC, (“Sassetti”) effexton June 15, 2012 (th&rigagemel
Date”), as its independent registered public actognfirm for the Company fiscal year ended December 31, 2011. The engageo
Sassetti as the Company’s independent registerblicpaccounting firm was approved by the CompanBbard of Directors, acting on -
recommendation of its Audit Committee.

During the two most recent fiscal years and throtighEngagement Date, the Company has not consulthdSassetti regarding either:
application of accounting principles to any spelfitransaction, either completed or proposed, ertype of audit opinion that might
rendered on the Compasyfinancial statements, and neither a written rep@s provided to the Company nor oral advice wawiged thg
Sassetti concluded was an important factor consitidwy the Company in reaching a decision as toattwunting, auditing or financ
reporting issue; or any matter that was eitherstitgect of a disagreement (as defined in paragf@ygh)(iv) of ltem 304 of Regulation K-anc
the related instructions thereto) or a reportakine (as described in paragraph (a)(1)(v) of lt€a 8f Regulation S-K).

ITEM 9A. CONTROLS AND PROCEDURES
(a) Disclosure Controls and Procedures

The Company’s management, with the participatiothef Companys principal executive officer and principal finaaicofficer, respectivel
has evaluated the effectiveness of the Compangdatiure controls and procedures (as defined ieRLBa-15(e) and 15kb(e) under tF
Securities Exchange Act of 1934, as amended) dkeoénd of the period covered by this report. Baseduch evaluation, the Compasny’
principal executive officer and principal financiafficer, respectively, have concluded that, ashef end of such period, the Company’
disclosure controls and procedures are not effe¢tig explained below).

Management’s Report on Internal Control Over FimariReporting

The Companys management is responsible for establishing aridtaieing adequate internal control over financggporting. Internal contr
over financial reporting is defined in Rule 13afl%&nd 15d15(f) under the 1934 Act as a process designedrynder the supervision of, 1
Company’s principal executive officer and princigadancial officer, respectively, and effected bhetCompanys management and ot
personnel to provide reasonable assurance regatengliability of financial reporting and the pegation of consolidated financial statem
for external purposes in accordance with geneealyepted accounting principles and includes tho$ieigs and procedures that:

= pertain to the maintenance of records that in reasle detail accurately and fairly reflect the sactions and dispositions of ass

. provide reasonable assurance that transactionsseoeded as necessary to permit preparation ofotidased financial statements
accordance with generally accepted accounting iples; and that receipts and expenditures are heiade only in accordance w
authorizations of the Compg's management; ar

= provide reasonable assurance regarding preventidimely detection of unauthorized acquisition, wsedisposition of assets tl
could have a material effect on the consolidatedrfcial statemen
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Because of its inherent limitations, internal cohtover financial reporting may not prevent or ag¢tenisstatements. Projections of
evaluation of effectiveness to future periods angject to the risks that controls may become inadtgibecause of changes in condition
that the degree of compliance with the policiepraicedures may deteriorate.

The Company’s management assessed the effectiveht#tss Companyg internal control over financial reporting as agdd@mber 31, 2011.
making this assessment, the Companyanagement used the criteria set forth by therfittiee of Sponsoring Organizations of the Treac
Commission (COSO) iimternal Control-Integrated Framework

Based on our assessment, our Chief Executive ®@ffind our Chief Financial Officer believes that,adisDecember 31, 2011, our inter
control over financial reporting is not effectivaded on those criteria, due to the following:

- Lack of proper segregation of functions, duties eegponsibilities with respect to our cash and drtver the disbursements rele
thereto due to our very limited staff, includingraccounting personnel. Management is aware tleaetls a lack of segregation
duties due to the small number of employees dealiith general administrative and financial mattdrowever, at this tim
management has decided that taking into accouraliities of the employees now involved, the cohprocedures in place and
awareness of the issues presented, the risks agmbevith such lack of segregation are low andpiiential benefits of additior
employees to clearly segregate duties do not yut# substantial expenses associated with suckases

- Lack of employees with accounting knowledge toeaxill assemble, and analyze reliable informatiorfif@ncial reporting. We ha
contract with an outside accounting firm to asisithese matter:

. Lack of effective controls over financial statemeigclosure. Specifically, controls were not desijand in place to ensure thal
disclosures required were originally addressedunfmancial statements. Accordingly, managemerst dietermined that this cont
deficiency constitutes a material weaknt

. Lack of effective controls over the control envineent. Specifically, the Board of Directors is compd of four members and did
have independent members during part of the yededDecember 31, 2010. The current Board of Dirsdias one member w
qualifies as an audit committee financial experdefined in Item 407(d) (5)(ii) of Regulation KSbut the audit committee did r
become active during the year ended December 31. 20 Company has adopted a code of ethics butndtadistributed this to ¢
employees nor educated its employees regardingxpectations of proper and ethical conduct expeofdtiem. Since these ent
level programs have a pervasive effect across thanization, management has determined that thiesgntstances constitute
material weaknes:

- Lack of effective controls over the review and aymbcess and the preparation of supporting sckeedwlquested by the Comp’s
independent registered public accounting fi

This annual report does not include an attestatimort of the Company’ registered public accounting firm regarding ing&rcontrol ove
financial reporting. Management’s report was ndiject to the attestation by the Companyégistered public accounting firm pursuar
temporary rules of the Securities and Exchange Cigsiom that permit the Company to provide only nggmaents report in this annual repc

Management has undertaken an evaluation as to hewCompany will remediate these material weakneasdswill provide the requirt
disclosure when appropriate.

(b) Changes in Internal Control Over Financiap&#ing.

There has been no change in the Company'’s inteamatol over financial reporting (as defined in 8all3a-15(f) and 15#5(f) under the 19:
Act) during the year ending December 31, 2011 tiaat materially affected, or is reasonably likelyrtaterially affect, the Compars/interna
control over financial reporting.

ITEM 9B. OTHER INFORMATION

Not applicable
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PART Il

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The Directors and Officers of the Company are #evi:
Name Age Position Period Held
Dhru Desa 50 Chairman / CFC 2010- Current
Nandu Thondavac 57 Director / CEC 2010 — Current
William J. (Jeff) Marshal 58 Director 2010 — Current
Thomas E. Sawye 74 Director 2010 - Current

Biographical information regarding the Directorsladfficers are as follows:

Dhru Desaiis Chairman of the Board and Chief Financial Offiddr. Desai has successfully built both privatel amiblic companies in the
and Telecommunications field over the past 25 yeBexly in his career, Mr. Desai was employed AyrABell Labs and Teradyne. Mr. De
was the founder and CEO of Cronus Technologies,Hecsuccessfully built the industsyfirst IP signaling gateway business generatirgy
$25 million in revenues prior to divesting it tos€o, FastCom and Advanced Fiber. In April of 2005 Desai served as Chairman of the B
of eNucleus Inc., and served in several executaacities until he resigned on July 16, 2006. Betwauly 2006 and June 2009 Mr. Di
acted in the capacity of an advisor to a numbecanfipanies in the real estate and Information Teldgyosectors. Mr. Desai has an M¢
Computer Science from the lllinois Institute of fieology.

Nandu Thondavadi, Ph.D.is the Chief Executive Officer of the Company asidesponsible for the Company’s dayetay operations. Prior
this, Dr. Thondavadi was the founder and presiagnGlobal Technology Ventures, a consulting firmoyiding mergers and acquisiti
advisory services to companies in the informateghnology sectors, a position he held from Janf@68 through the present. Prior to stai
this firm, Dr. Thondavadi was the Chief ExecutivBi€2r of a global software company for over a dizaEarlier to that, Dr. Thondavadi we
Clinical Professor of Management in the Kellogg &ihof Management of Northwestern University, Exans IL where he taught bc
graduate students (Masters in Management candjdated executive courses in the areas of Operatddasagement, Strategic C
Management and Business Process Reengineeringfemember 1992 through February 2001. Dr. Thondaalad previously served as V
President — Support Operations for Coleman Cabke®ys in North Chicago, IL from April 1992 to Mard®95; Technical Director -
Corporate Technology Center for Square D Compankalatine, IL from March 1989 to March 1992 and iBe&ngineering Consultant -
Decision Technologies for Electronic Data SysterngpGration (EDS) in Troy, Ml from August 1985 to kéa 1989. Dr. Thondavadi recei
his Masters in Management from Northwestern Unitgr&ellogg School of Management, Evanston, IL 1892; his Ph.D. in Chemic
Engineering and his MastsrDegree in Science in Industrial Engineering, badim the University of Cincinnati, Cincinnati, Olfy 1982; hi:
M.Sc.(Tech) in 1977 and his B.Sc. (Tech) in 197&hkin Chemical Technology and both from the Unsityrof Bombay, Bombay, India a
his B.Sc.(Tech) in Chemical Technology from YuvatgjCollege, University of Mysore, Mysore, Indialii71.

William J. (Jeff) Marshall presently serves as the Chief Executive Officer &tdhirman of the Board of Directors of Green E
Technologies, positions he has held since his appeint on February 3, 2008. From 2006 to 2008, Narshall served as Managing Par
of CRT Private Equity, the private equity investrharm of CRT Capital Group which absorbed RockRi@ggital Partners in 2006 which |
Marshall was the Founder & Senior Managing Partreen 2002 to 2006. From 1996 to 2002, Mr. Marshadk the Senior Managing Partne
VantagePoint Venture Partners with over $3.5 billiender management and four technology investmemdsf From 1985 to 1996, I
Marshall was with Bear Stearns where he rose torém& of a Senior Managing Director, Chief TechiggioOfficer and Head of ti
Communications Technologies Group (CTG) and whiaraddition to his other duties, he worked with ©erporate Finance and Technol
Group advising both Public and Private companiediriancing, mergers and acquisitions and othetesjia transactions. He was with v
Communications prior to Bear Stearns. Mr. Marshas a member of the board of directors of the 8&esi Industry Association Technolc
Committee from 1989 to 2005. He is a graduate efwNork University in Finance and Computer Applioas and Information Syste!
(B.S.), and the Harvard Management Program in &jrafTechnology and Business Development.
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Dr. Thomas E. Sawyer, Ph.D is presently the Chairman/CEO of Brazil Gold €a position he has held since 2009 where hesigoresibli
for the strategic planning and organization of thisall publicly-traded independent gold explorat@ympany working in Brazi§ Wester
Amazon basin. Prior to that, he was the ChairmB@©f Innova Enterprises, Inc. from 2007 to 200®rehhe led the development of pate
oil purification technology to reduce waste oil aadend useful life of diesel engines and engimapanents. Dr. Sawyer presently serves
director of Digifonica International Inc., a pulllietraded company exploiting telecommunications pateelated to VolP services. a posi
he has held since 2007. He is presently chaithefdompensation and audit committees of Digiforiid@rnational Inc. Dr. Sawyer a
presently serves as a director of Chief Consolitiaténing, Inc., a position he has held since 200V addition, Dr. Sawyer owns his o
consulting business of which he is president aridfaxecutive officer, under the name Sawyer Tebigies, LLC, a business he has ow
and operated since 2002. Dr. Sawyer has alsodawa trustee of the First European Investmenhdration since 2004 and a senior dire
of AIM Holdings LTD, Economic Research Instituteiegd 2004. His prior engagements were as the Qleietinology Officer of Global Lig!
Telecommunications, Inc. from 1998 to 2002, a pubbmpany; and as the Chief Executive Officer ofQIJATelecommunications, Inc. frc
1988 to 1998, a public company. Dr. Sawyer seirdtie executive office of three presidential adstiations, including serving as a diret
in the Office of Economic Opportunity, Executivefioés of the President in Washington, D.C. from3%3 1974. Dr. Sawyer has previot
served on a number of boards of civic and chagtaibanizations and as a professor of Brigham Ydunigersity from 1974 t0 1978. [
Sawyer received his Ph.D. in Management from Waldeiversity and his Ph.D. in Clinical Psychologgrn Florida State University. He a
received an M.A. in Business/Urban Affairs from @emntal College and his B.S. in Engineering fronCULA .

Amount and
nature of
beneficial
Name and address of Officers and Directors ownership Percent of clas:

Nandu Thondavadi* 3,100,00! 6.01%
Dhru Desai*** 3,100,00! 6.01%
William J. (Jeff) Marshal 0 0.0(%
Dr. Thomas E. Sawye 150,00( 0.25%
All officers and directors as a gro 6,350,001 12.32%

*all shareholder addresses are care of the Com&®0 Golf Road, Suite 405, Rolling Meadows, IL 680

** Ownership of shares owned by Lionsgate Irrevdealrust may be imputed to Mr. Nandu Thondavadihestrustee and/or certain of
beneficiaries of this family trust are members isfimmediate family.

*** Mr. Dhru Desai, owns stock in an irrevocablest for the benefit of his family, through a cotiied entity and in his own name

Each director of the Company holds such positiotil the next annual meeting of the Company's stotddrs and until his successor is ¢
elected and qualified. The officers hold officeiltite first meeting of the board of directors lling the annual meeting of stockholders
until their successors are chosen and qualifidojestito early removal by the board of directors.

The Audit Committee

The Audit Committee operates pursuant to a chageroved by the Board of Directors. The chartes f@th the responsibilities of the Au
Committee. The primary function of the Audit Comiad is to serve as an independent and objectiwg fraassist the Board of Directors
fulfilling its responsibilities for overseeing amdonitoring the quality and integrity of the Companfinancial statements, the adequacy o
Company's system of internal controls, the reviéthe independence, qualifications and performaridee Company's independent regist
public accounting firm, and the performance of @@mpany's internal audit function. The Audit Conte® is chaired by Mr. Marshall w
was considered independent by the Board of Directiihe Company's Board of Directors has determthatlMr. Marshall can serve as
"audit committee financial expert" as defined unidem 407 of Regulation &-of the 1934 Act. Mr. Marshall meets the currgmependenc
and experience requirements of Rule 10a-3 of ti3d Xat.
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Section 16(a) Beneficial Ownership Reporting Compdince

Pursuant to Section 16(a) of the 1934 Act, the Camgjs directors and executive officers, and any@es holding more than 10% of
common stock, are required to report their berafioivnership and any changes therein to the SEQten€ompany. Specific due dates
those reports have been established, and the Conigoegquired to report herein any failure to Blech reports by those due dates. Based ¢
Company's review of Forms 3, 4 and 5 filed by spetsons, the Company believes that during thelfisar ended December 31, 2011, ce
Section 16(a) filing requirements applicable tolspersons were not met in a timely manner but Hlmen met once the responsible pa
were able to confirm the percentage of sharesandgtg held by each..

Code of Ethics

The Board has adopted a Code of Ethics applicablthé Company's principal executive officer, pnpati financial officer and princip
accounting officer. The Company is revising itshgige and, while its code of ethics is not preseatiailable during revisions, on completi
the code of ethics will be available on the Compamebsite at www.Quadrant 4 Systemscorp.com. rEwmendments to the Code of Et
and any waivers thereto will be posted on the Caomgavebsite pursuant to the option set forthémlt5.05(c) of Form 8-K.

ITEM 11.

EXECUTIVE COMPENSATION

COMPENSATION OF DIRECTORS AND OFFICERS

The following table sets forth the remuneratioreath of the Company's executive officers durindheddts three most recent fiscal years:

SUMMARY COMPENSATION TABLE

Non-Equity Nonqualified
Incentive Deferred
Name and Stock Option Plan Compensatior All Other
principal Salary Bonus Awards Awards Compensatior Earnings Compensatior
position Year %) %) (%) (%) (%) (6] (6)] Total ($)
E)) (b) (©) (d) (e) ) ()] (h) 0) ()
Nandu
Thondavadi,
CEO 2011 $ 0 -0- -0- -0- -0- -0- -0- % 0
2010 $ 0 -0- -0- -0- -0- -0- -0- $ 0
Dhru Desai,
CFO 2011 % 0 -0- -0- -0- -0- -0- -0- 3% 0
2010 % 0 -0- -0- -0- -0- -0- -0- $ 0
Craig A.
Waltzer 2010 $ 0 -0- -0- -0- -0- -0- -0- $ 0
2009 $ 60,00( -0- -0- -0- -0- -0- -0- $ 60,00(

The Company has no

stock option, retirement, pensar profitsharing programs for the benefit

employees. There were no awards of stock, optioigher equity during years ending 2009, 2010 201Hl.

of directors, a&ffs, or othe

The Compensation Committee, chaired by Mr. Marslaatlirector, has discussed with the two officeigarding compensation and determ
that decisions regarding fair and appropriate camsggon will be undertaken once the Company haigaetl certain milestones and there
no formal compensation agreements have been malkdéAri Thondavadi or Mr. Desai.
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Compensation Committee Report

The entire Board performs the functions of a corspion committee given the Company's small sizem@nsation matters involving -
Company's chief executive officer and chief finahafficer have been made by the Board after ttegiusal from discussions and votes on

matter. At present, there are no employment agea&snwith the Company and there was no discussigarding this matter. The Board
recommended that the compensation discussion aigsibe included in this Annual Report on FormKLO

ITEM 12. SECURITY OWNERSHIP OF ERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth, as of June 15, 2@&h stockholder who owns more than 5% of oustantling shares of common stock, ¢
director, the chief executive officer, our execatifficers and our directors and executive offi@ss group.

Amount and
nature

of beneficial Percent of
Title of class Name and address of beneficial owners ownership class
Common stocl StoneGate Holdings, In 6,000,00! 11.6%
Common stocl Lionsgate Irrevocable Trust’ 3,100,00! 6.01%
Common stocl Dandawate Irrevocable Tru 3,100,00! 6.01%
Common stocl Dhru Desai*** 3,100,00! 6.01%
Common stock Dr. Thomas E. Sawye 150,00( 0.2%
All officers and directors as a gro 6,350,00! 12.32%

*all shareholders are care of the Company, 2850 Bohd, Suite 405, Rolling Meadows, IL 60008.

** Ownership of shares owned by Lionsgate Irrevdealrust may be imputed to Mr. Nandu Thondavadipfiiter and member of the Bo:
of Directors, as the trustee and/or certain ofttheeficiaries of this family trust are members isfimmediate family.

*** Mr. Dhru Desai, an officer and member of the Board wé&ors, owns stock in an irrevocable trust far benefit of his family, througt
controlled entity and in his own name

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Related Party Transactions

None.

Director Independence.

Although it is not strictly bound to do so, the Gmamy currently utilizes the NASDAQ independencéstés determine whether its directors
audit committee members are independent.
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ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

AUDIT FEES

The aggregate fees billed by the Company's auditorprofessional services rendered in connectidth the audit of the Company's anr
consolidated financial statements for fiscal 206 2011 and reviews of the consolidated finandetkesnents included in the Company's Fc
10-K for fiscal 2010 and 2011 were approximatel$ $00 and $70,000 respectively.

AUDIT-RELATED FEES

For fiscal 2010 and 2011 the auditors billed $10,@hd $10,000 respectively relating to assistanite %EC comment responses.
Company's auditors did not bill any additional fémsassurance and related services that are raborelated to the performance of the &
or review of the Company's financial statementsanednot reported under "Audit Fees" above.

TAX FEES

There were no fees billed by the Company's auditortax services for fiscal years 2010 and 20&&pectively.

ALL OTHER FEES

There were no other fees billed by the Companydstens for any other noaudit services rendered to the Company (such esditty meeting
and other miscellaneous financial consulting), myithe years ended December 31, 2011 and Dece&8hp26010, respectively.
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PART IV
ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES
Item 601 of Regulatior
S-K Exhibit No.: Exhibit
31.1 Rule 13i-14(a)/15-14(a) Certification of Chief Executive Officer df¢ 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 O#fiiand Chief Financial Office
101 The following financial information from Quadtad Systems Corporation’s Annual Report on ForaK1for the yea

ended December 31, 2011, formatted in XBRL (eXtdesBusiness Reporting Language): (i) Consolid&atanct
Sheet at December 31, 2011, (ii) Consolidated Siat¢ of Operations for the years ended Decembel@1] an
2010, (iii) Consolidated Statement of Stockhold&mlity for the years ended December 31, 2011 &1id,2and (iv
Consolidated Statement of Cash Flows for the yeaded December 31, 2011 and 2(
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SIGNATURES

In accordance with section 13 or 15(d) of the SéesrExchange Act of 1934, the Registrant caub&dReport on Form 10-K to be signed on
its behalf by the undersigned, thereto duly autteatiindividual.

QUADRANT 4 SYSTEMS CORPORATION

Date: July 12, 2012 By:/s/ Nandu Thondavau
NameNandu Thondavac
Title:President and Chief Executive Offic

Date: July 12, 201 By:/s/Dhru Desa

NameDhru Desa
Title:Chief Financial Office

In accordance with the Securities Exchange Acta#4] this report has been signed below by thevatig persons on behalf of the Regist
and in the capacities and on the dates indicated.

Date: July 12, 201 By:/s/ Nandu Thondaval
NameNandu Thondavac
Title:President and Chief Executive Officer and Diret
(Principal Executive Officer)

Date: July 12, 201 By:/s/Dhru Desa
NameDhru Desa
Title:Chief Financial Officer and Directc
(Principal Financial and Accounting Offiger

Date: July 12, 2012 By:/s/William J. (Jeff) Marshal

NameWilliam J. (Jeff) Marshal
Title:Director

Date: July 12, 201 By:/s/Dr. Thomas E. Sawyt

NameDr. Thomas E. Sawys
Title:Director
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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 Annual Report on Form 10flQUADRANT 4 SYSTEMS CORPORATION;

2. Based on my knowledge, this report does notadorany untrue statement of a material fact or am#ttate a material fact necessal
make the statements made, in light of the circuntgts. under which such statements were made, né¢adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statememtd, other financial information included in theport, fairly present in all mater
respects the financial condition, results of operstand cash flows of the registrant as of, amgdtfe periods presented in this report;

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

a) Designed such disclosure controls and procedaresaused such disclosure controls and procedarbs designed under «
supervision, to ensure that material informatidatieg to the registrant, including its consolidhteubsidiaries, is made known to u
others within those entities, particularly durihg tperiod in which this report is being prepared;

b) Designed such internal control over financigating, or caused such internal control over foiahreporting to be design
under our supervision, to provide reasonable assarasgarding the reliability of financial repogimnd the preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles;

c¢) Evaluated the effectiveness of the registeadisclosure controls and procedures and presémtdds report our conclusio
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougredis report; and

d) Disclosed in this report any changes in the stegits internal control over financial reporting thatcared during th
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an annuabrg that has materially affected,
is reasonably likely to materially affect, the tgant’s internal control over financial reportiragd

5. The registrang other certifying officer and | have disclosedsédsh on our most recent evaluation of internal @draver financie
reporting, to the registrant’s auditors and theitaodmmittee of the registrast’board of directors (or persons performing theiveden:
functions):

a) All significant deficiencies and material weakses in the design or operation of internal cordver financial reporting whic
are reasonably likely to adversely affect the itegig’s ability to record, process, summarize aqbrt financial information; and

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

Date: July 12, 2012 By:/s/ Nandu Thondavau

NameNandu Thondavac
Title:President and Chief Executive Offic




Exhibit 31.2
CERTIFICATIONS
I, Dhru Desai, Chief Financial Officer of Quadra@nystems Corporation, certify that:
1. I have reviewed this Annual Report on Form 10-KQJADRANT 4 SYSTEMS CORPORATION;

2. Based on my knowledge, this report does not cordaiy untrue statement of a material fact or omistate a material fe
necessary to make the statements made, in ligheafircumstances under which such statements mwade, not misleading with respect to
period covered by this report;

3. Based on my knowledge, the financial statementd, @ather financial information included in this repdfairly present in a
material respects the financial condition, resoftsperations and cash flows of the registrantfaaral for, the periods presented in this report;

4.  The registrant's other certifying officer and | aegponsible for establishing and maintaining disgte controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15@&))%(nd internal control over financial reportirag @defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

a) Designed such disclosure controls@ndedures, or caused such disclosure controlpartddures to be designed ur
our supervision, to ensure that material infornratielating to the registranincluding its consolidated subsidiaries, is madevin to u
by others within those entities, particularly dgrithe period in which this report is being prepared

b) Designed such internal control ovexaficial reporting, or caused such internal contrar financial reporting to |
designed under our supervision, to provide readenafsurance regarding the reliability of finanaborting and the preparation
financial statements for external purposes in ataoee with generally accepted accounting principles

C) Evaluated the effectiveness of theistegnt's disclosure controls and procedures and presentetiis report ot
conclusions about the effectiveness of the discéosontrols and procedures, as of the end of thegeovered by this report, basec
such evaluation; and

d) Disclosed in this report any changeshie registrans internal control over financial reporting thatomed during th
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an annuabrg that has materially affected,
is reasonably likely to materially affect, the gant’s internal control over financial reportiragd

5.  The registrarg’ other certifying officer and | have disclosedsdx on our most recent evaluation of internal abrtver financie
reporting, to the registrant’s auditors and theitaadmmittee of the registrast’board of directors (or persons performing theiveden:
functions):

a) All significant deficiencies and maémweaknesses in the design or operation of imlecantrol over financial reportii
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaard report financial information; and

b) Any fraud, whether or not materialathnvolves management or other employees who kasggnificant role in tr
registrant’s internal control over financial repogt

Date: July 12, 201 By:/s/Dhru Desa
NameDhru Desa
Title:Chief Financial Office




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 Annual Report of QuadrarBystems Corporation (the “Company”) on FormKlL@er the year ending December
2011 as filed with the Securities and Exchange Cmmsion on the date hereof (the “Report;)Nandu Thondavadi, Chief Executive Offi
and |, Dhru Desai, Chief Financial Officer, of tBempany, hereby certify, pursuant to 18 U.S.C.i8rct350, as adopted pursuant to Se:
906 of the Sarbanes-Oxley Act of 2002, that to mgwledge:

@ The report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeoh 1934; anc

(2) The information contained in the Report fairly mets, in all material respects, the financial cbadiand results of operations of
Company.
Date: July 12, 201: By:/s/ Nandu Thondavau

NameNandu Thondavac
Title:President and Chief Executive Offic

Date: July 12, 2012 By:/s/Dhru Desa

NameDhru Desa
Title:Chief Financial Office




