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The following discussion and analysis provides a review of the operating results, financial position and liquidity risk affecting the 
financial results of CriticalControl Solutions Corp. for the three months ended June 30, 2008.  This report should be read in 
conjunction with the Corporation’s December 31, 2007 audited consolidated financial statements and the June 30, 2008 interim 
consolidated financial statements and accompanying notes presented in accordance with Canadian generally accepted accounting 
principles (“GAAP”).   
 
This Management Discussion and Analysis is prepared as of August 5, 2008 and contains certain forward-looking statements that 
involve risks and uncertainties, such as statements of the Corporation’s plans, objectives, strategies, expectations and intentions.  
The words “may”, “would”, “could”, “will”, ”intend”, “plan”, “anticipate”, “believe”, “estimate”, “expect”, and similar expressions, as they 
relate to the Corporation, or its management, are intended to identify such forward-looking statements.  Many factors could cause 
the Corporation’s actual results, performance or achievements to be materially different from any future results, performance or 
achievements that may be expressed or implied by such forward-looking statements, including those factors discussed below and in 
filings made by the Corporation with Canadian securities regulatory authorities.  Should one or more of the risks or uncertainties 
materialize, or should assumptions underlying the forward-looking statements prove incorrect, actual results may vary materially 
from those described herein as intended, planned, anticipated, believed, estimated or expected.  The Corporation does not intend, 
and does not assume any obligation, to update these forward-looking statements, except as required by law. 
 

All financial information is presented in thousands of Canadian dollars, except share data. 
 
 
OVERVIEW 

 
Corporate Profile 

 
CriticalControl Solutions Corp. (the “Corporation” or “CriticalControl”) enables its clients to increase operational 
performance through the better control of critical business information. Through the balance of practicality, innovation 
and technology, we empower our clients with everything from strategies and tools, to outsourced solutions to manage 
information, wherever and in whatever form that information exists.    
 
Corporate Developments 

 
The following summarizes significant developments of the Corporation which transpired during the six months ended 
June 30, 2008:  
 

 Net Income improved to $1,206 for the six months ended June 30, 2008 compared to net income from 
continued operations of $124 for the same period in 2007.  Net Income improved to $702 for the second 
quarter of 2008 compared to net income from continued operations of $27 for the same period in 2007. 
 

 Gross margin as a percentage of revenue increased to 53% for the six months ended June 30, 2008 
compared to 46% in the same period in 2007.  Gross margin improved to 55% in the second quarter of 2008 
compared to 50% in the same period in 2007. 
 

 Revenue improved to $12,248 for the six months ended June 30, 2008 compared to $11,886 in the same 
period in 2007.  This modest increase in revenue was despite a $562 drop in electronic flow measurement 
hardware and related equipment in the first quarter of 2008 due to a slowdown in exploration activity in the 
gas sector in Canada in the period.  Revenue for the second quarter of 2008 improved to $6,253 compared 
to $5,528 in the same period last year. 
 

 The Corporation purchased and cancelled 3,139,000 of its shares in the period ended June 30, 2008 
pursuant to a Normal Course Issuer Bid (the "Bid") announced on May 13, 2008 to purchase for cancellation 
up to 6,654,105 common shares. 

 

 The Corporation reduced its total bank debt by $1.17 million during the first half of 2008. 
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Selected Quarterly Information 

 

Three Months 

ended 

June 30, 2008

Three Months 

ended 

June 30, 2007

Revenue                   6,253                   5,528 

Gross Margin
 (1)(3)

                  3,408                   2,742 

Income from Continuing Operations                      702                        27 

Loss from Discontinued Operations                        -                      (261)

Net Income / (Loss)                      702                    (234)

Net Income / (Loss) per share – basic and diluted 0.005 (0.002)

Interest                        18                      275 

Current Assets                   5,137                   7,122 

Current Liabilities                   2,848                   8,616 

Working capital 
(2)(3)

                  2,289                 (1,494)

Total assets                 17,355                 21,101 

Total long-term debt (includes current portion)                   1,150                   5,842 

Total equity                 12,726                 12,187  
 

(1)
 Gross margin is a non-GAAP measurement that management believes is a useful supplement measure of operations. 

(2)
 Working capital, defined as current assets less current liabilities, is a non-GAAP measure and may not be comparable to 

similar measures used by other companies.  Management believes that working capital is an indicator of the Corporation’s 
liquidity and its ability to meet its current obligations.   

(3)
 Readers are cautioned not to view this non-GAAP financial measures as an alternative to financial measures calculated in 

accordance with GAAP. 

 

Summary of Quarterly Results 
 

The following table presents certain financial information on a consolidated basis for the last eight quarters. The 
financial information included herein for the quarters have been restated to reflect the discontinued operations and 
year-end adjustments. 
 

Q2 Q1 Q4 Q3 Q2 Q1 Q4 Q3 

Revenue - Continuing Operations 6,253    5,995    5,490    5,709    5,528    6,358    5,436    5,167    

Revenue - Discontinued Operations -        -        -        443       707       939       1,103    897       

Net Income (loss)-Continuing Operations 702       504       (35)        27         27         97         (204)      (140)      

Net Income (loss)-Discontinued Operations -        -        (209)      (340)      (262)      (188)      229       (52)        

Net income (loss) 702       504       (244)      (313)      (235)      (91)        25         (192)      

Net income/(loss) per share      0.005      0.004  (0.000)    (0.002)    (0.002)    (0.001)  0.000    (0.001)

Two Year Summary by Quarter - Years Ended December 31,

2006 2007 2008
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RESULTS OF OPERATIONS 

 
Comparison of the three and six months ended June 30, 2008 and 2007 

 
The financial information included herein for the quarters have been restated to reflect certain discontinued 
operations. 
 
 

2008 2007 Change 2008 2007 Change

Revenue

  Government $3,577          3,071           16% $6,975          6,592             6% 

  Energy 2,676 2,457             9% 5,273 5,294            (0%)

         6,253          5,528           13%        12,248        11,886             3% 

Three months ended June 30, Six months ended June 30,

 
 
Revenue 
 

As the Corporation’s business continued to mature in 2007, management continued phasing out operations outside 
its areas of strategic focus.  During 2008, the Corporation continued to execute on its plan to consolidate 
technologies and service offerings to increase profitability.   
 
Government 

 
Steady revenue growth from the Government Sector was led by increased demand for the Corporation’s Imaging 
Service Bureau resulted in imaging revenue growing at a healthy pace of 46% to $3,620 in the six months ended 
June 30, 2008 compared to $2,474 in the same period last year.   
 
The strong growth in revenue from the Corporation’s Imaging Service Bureau in this period was offset by strategic 
measures undertaken by management which resulted in a decrease in the sale of third party imaging equipment and 
a decline in real property solutions consulting for US municipalities.  The end result was a modest increase in 
revenue, but a strong increase in both gross margin and bottom line profitability. 
 
Energy 

 
The majority of the Corporation’s revenue in the Energy sector is recurring in nature.  Fluctuations in quarterly 
performance tend to occur from the demand for third party electronic flow measurement devices and related 
equipment associated to the Corporation’s web-SCADA application, NetFlow.  This fluctuation is caused by demand 
resulting from drilling activity related to Natural Gas.  Demand dipped in the first quarter of 2008 compared to the first 
quarter of 2007 reducing revenue in the quarter by $563.  Sales of hardware in the second quarter of 2008 partially 
recovered and were $155 higher than the same period in 2007. 
 
Recurring revenue from the Corporation’s gas chart integration application, Scangas and the Corporation’s web-
SCADA application, NetFlow were up 2.5% and 9% respectively in the second quarter of 2008 compared to 2007.  
Revenue from the Corporation’s fluid analysis management application, ProTrend increased by 48% to $243 in the 
second quarter of 2008 compared to $171 in the same period in 2007. 
 
Despite this increase in revenue in the second quarter of 2008 compared to the previous year, revenue for the six 
months ended June 30, 2008 remained flat compared to the previous year.  This is due to the drop in revenue in the 
first quarter of 2008 compared to the same period in 2007 attributed to a $563 decline in electronic flow measurement 
devices and related equipment. 
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Cost of Revenue and Gross Margin 

 

2008 2007 Change 2008 2007 Change

Cost of Revenue:

  Government 1,891 1,803 5% 3,830 3,982           (4%)

  Energy 954 983           (3%) 1,894 2,408         (21%)

2,845 2,786 2% 5,724 6,390         (10%)

Gross Margin: (1)

  Government 1,686 1,268 33% 3,145 2,610 20%

  Energy 1,722 1,474 17% 3,379 2,886 17%

3,408 2,742 24% 6,524 5,496 19%

Gross Margin 

Percentage: (1)

  Government 47% 41% 14% 45% 40% 14%

  Energy 64% 60% 7% 64% 55% 18%

55% 50% 10% 53% 46% 15%

Three months ended June 30, Six months ended June 30,

 

(1)
 Gross margin and Gross margin percentage are non-GAAP measurements that management believes is useful as 

supplemental measure of operations. 

 
 
Government 

 
Cost of revenue for the Corporation’s offering in the government sector increased by only 5% in the second quarter of 
2008 compared to the previous year, notwithstanding a healthy 16% increase in revenue.  On a year to date basis, 
cost of revenue is down by 4% in 2008 over 2007 compared to an increase of 6% increase in revenue.  Year to date 
numbers for 2008 do not reflect the growth in the Corporation’s imaging service bureau, which is more evident in the 
second quarter of 2008 numbers.  Revenue shrank in the first quarter of 2008 over 2007 due to a strategic shift from 
the sale of third party imaging equipment. 
 
The results of management’s focus on taking advantage of economies of scale and shifting focus to its core offerings 
has resulted in significantly improved gross margins both for the quarter and a year to date basis. 
 
 
Energy 

 
Cost of revenue for the Corporation’s offering in the energy sector continued to drop in the second quarter of 2008 
due to the Corporation’s investment last year in refining its gas chart reading processes and software.  As a result, 
costs have continued to decrease while revenue has increased resulting in record gross margins. 
 
Cost of revenue in the first quarter of 2008 fell considerably over 2007 also due in part to a reduction in electronic 
flow measurement and related equipment sales in the same period, which traditionally carries a much lower margin 
than the Corporation’s proprietary technologies.   
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Operating Expenses 
 

Three months ended June 30, 2008 2007 2008 2007 2008 2007 2008 2007

Selling & administrative expenses 851         566         657         707         671         501         2,179      1,774      

Research and development expenses -         -         181         308         -          -          181         308         

Amortization of property & equipment 60          66          173         100         2             56           235         222         

Amortization of customer contracts 53          53          83          74          -          -          136         127         

Gain on sale of property and equipment -         -         -         -         (46)          -          (46)          -          

Interest, contract losses & other 

expenses
-         -         -         -         21           284         21           284         

964         685         1,094      1,189      648         841         2,706      2,715      

Government Energy Corporate & Other Total

 
 

Six months ended June 30, 2008 2007 2008 2007 2008 2007 2008 2007

Selling & administrative expenses 1,668      1,236      1,363      1,393      1,193      1,068        4,224      3,697      

Research and development expenses -         -         352         392         -         -            352         392         

Amortization of property & equipment 117         123         338         265         3            74             458         462         

Amortization of customer contracts 106         106         166         137         -         -            272         243         

Gain on sale of property and equipment -         -         -         -         (46)         -            (46)         -         

Interest, contract losses & other 

expenses
-         -         -         -         58          578           58          578         

1,891      1,465      2,219      2,187      1,208      1,720        5,318      5,372      

Government Energy Corporate & Other Total

 

 
Selling and Administrative Expenses 

 
Selling and administrative expenses attributed to the Corporation’s Government sector climbed by 50% in the second 
quarter of 2008 and climbed by 35% on a year to date basis compared to the same periods last year due primarily to 
the Corporation’s expanded new office space in Edmonton housing its service bureau facility. 
 
Increased labour cost impacted selling and administrative expenses in the Corporation’s Government sector business 
and Corporate overhead, but were contained in the Corporation’s Energy sector business due to reduced associated 
management requirements in the business. 
 
Charges related to previous M&A and divestiture activity impacted Corporate overhead Selling and administrative 
expenses in the second quarter of 2008 in the amount of $81. 
 
Research and Development 

 
The Corporation has undertaken a project to integrate the databases associated with its different applications in the 
Energy sector, all costs of which are expensed in the period in which they are incurred.  As this activity moved out of 
the major development phase which required extensive external resources, research and development costs declined 
in the second quarter of 2008 compared to the previous year. 
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Interest, Contract Losses and Other Expenses 

 
Interest costs fell substantially primarily due to Corporation’s success in retiring its debt with Wellington Financial and 
closing a traditional banking facility with Comerica Bank.  Savings in interest were due to significantly reduced debt 
and lower borrowing costs. 
 
Net Income 

 
The Corporation’s net income increased substantially in the second quarter and on a year to date basis as the 
Corporation has been successful at increasing its revenue, taking advantage of economies of scale to maintain cost 
of revenue and containing operating expenses.  As a result net income for the three months ended June 30, 2008 
was 40% higher than the first quarter of 2008 and $936 higher than the same period in 2007. 
 
Liquidity and Capital Resources 

 
Cash flow generated from operating activities for the three and six months ended June 30, 2008 amounted to $480 
and $1, 379 compared to $(433) and $1, 032 for the same period in 2007. The increases were primarily due to the 
Corporation becoming profitable. 
 
Cash flow used in financing activities was $603 for the three months ended June 30, 2008 compared to cash flow 
from financing activities of $37 for the same period in 2007. $507 was used for the repurchase of the Corporation’s 
shares and $100 was used for repayment of long term debt. For the six months ended June 30, 2008 cash flow used 
in financing activities was $1,523 compared to $507 for the same period in 2007. $1,173 was used for repayment of 
the line of credit and long term debt.  Proceeds from shares issued for cash due to exercise of options and warrants 
amounted to $144 for the six months ended June 30, 2008 compared to $54 for the same period in 2007. 
 
Cash flow used in investing activities for the three months ended June 30, 2008 was $52 compared to $156 for the 
same period in 2007.  $76 was realized by the Corporation through the proceeds on sale of property and equipment. 
For the six months ended June 30, 2008 cash flow from investing activities was $41 compared to cash flow used in 
investing activities of $649 for the corresponding period in 2007. 
 
As a result of the these activities, the Corporation’s working capital position changed significantly to $2,289 at June 
30, 2008 from  $1,185 as at December 31, 2007.  
 
 
FINANCIAL INSTRUMENTS 
 
Fair Value 

 
As at June 30, 2008, the estimated fair values of cash, accounts receivable, operating line of credit, long term debt 
and accounts payable approximated their carrying values.   
 
Credit and Concentration Risk 

 
For the six months ended June 30, 2008 the Corporation derived approximately 57% (2007 – 41%) of its total 
revenue from the Government of Alberta.  As at June 30, 2008, 39% (2007 – 20%) of accounts receivable pertained 
to this customer. 
 
 
SUBSEQUENT EVENT 

 
On July 2, 2008 the Corporation acquired a web-based Supervisory Control and Data Acquisition (SCADA) business 
called SCADANet from Matrikon Inc. for $800,000 in cash.  This acquisition is expected to add over 500 metering 
points to the Corporation’s web-SCADA monitoring application, Netflow and is expected to generate $500,000 of 
annual recurring revenue. One employee from Matrikon joined CriticalControl pursuant to the acquisition. 
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BUSINESS RISKS 
 
Management of Growth 
 

The Corporation has in the past experienced significant growth in its business, including an expansion in the 
Corporation's staff and customer base and the expansion of its product and service offerings. Such growth placed 
and will continue to place, a significant strain on the Corporation's management and operations. The Corporation’s 
ability to manage growth effectively in the future will require it to further develop and improve its operational, financial 
and other internal systems, and to hire, and manage employees. If the Corporation is unable to manage its growth 
effectively, the Corporation's business, results of operations, liquidity and financial condition could be materially and 
adversely affected. 
 
Fluctuation in Quarterly Results 

 
Quarterly revenue and operating results may fluctuate as a result of a variety of factors, including demand for the 
Corporation's products and services, the introduction of new products and product enhancements by the Corporation 
or its competitors, changes in the Corporation’s pricing policies or those of its competitors, and the fixed nature of a 
significant portion of the Corporation’s operating expenses, particularly salaries and leasing costs.  
 
Historical Operating Losses 
 

The Corporation has experienced substantial operating losses in each of the past four fiscal years. Its success will 
depend in large part upon its ability to generate sufficient revenue to achieve annual profitability and to maintain 
existing and to develop new customer relationships. 
 
Dependence on Management and Key Employees 

 
The Corporation’s success will depend, to a very significant extent, on the performance and continued services of its 
senior management and certain other key employees, the loss of any of whom could have a material adverse effect 
upon the Corporation. In addition, the Corporation has hired a number of key managers within the past four years and 
may continue to expand its management team in the future.  The Corporation believes that its future success will also 
depend in large part upon its ability to attract and retain highly skilled technical, managerial and marketing personnel.  
Competition for such personnel is intense and the Corporation has experienced difficulties in recruiting qualified 
personnel and may continue to experience such difficulties in the future. There can be no assurance that the 
Corporation will be successful in attracting and retaining the personnel it requires to continue to maintain and expand 
its business.  The Corporation has key person life insurance on its President and CEO. 
 
Risks Related to Acquisitions 
 

The Corporation may, in the future, further expand its operations or product offerings through the acquisition of 
additional businesses, products or technologies. There can be no assurances that the Corporation will be able to 
identify, acquire or profitably manage additional businesses without substantial expenses, delays or other operational 
or financial problems.  Furthermore, acquisitions also entail numerous risks, including: difficulties in assimilating 
acquired operations, products and personnel; unanticipated costs, events and legal liabilities; diversion of 
management's attention from other business concerns; adverse effects on existing business relationships with 
suppliers and customers; risks of entering markets in which the Corporation has limited or no prior experience; and 
potential loss of key employees from either the Corporation’s pre-existing business or the acquired organization. 
Some or all of these risks could have a material adverse effect on the Corporation's business, results of operations 
and financial condition.  
 
In addition, there can be no assurance that acquired businesses, products or technologies, if any, will achieve 
anticipated revenues and income.  Acquisitions could also use a substantial portion of the Corporation's available 
cash; may result in the Corporation incurring substantial debt, which may not be available on favorable terms and 
may adversely affect the liquidity of the Corporation’s stock; may result in the Corporation assuming contingent 
liabilities and taking substantial charges in connection with the impairment of goodwill and amortization of other 
intangible assets; and may result in the issuance of equity securities that would dilute existing shareholders. The 
failure of the Corporation to manage its acquisition strategy successfully could have a material adverse effect on the 
Corporation's business, results of operations, liquidity and financial condition. 
 
 
  



MANAGEMENT DISCUSSION AND ANALYSIS 
Page 8 

 

 

Protection of Intellectual Property 

 
The Corporation relies primarily on a combination of copyright, trademark and trade secrets laws, confidentiality 
procedures and contractual provisions to protect its proprietary rights.  The Corporation generally enters into 
confidentiality agreements with its other licensees and employees. Despite the Corporation's efforts to protect its 
proprietary rights, unauthorized parties may attempt to copy and may succeed in copying aspects of the Corporation's 
products or to obtain and use information that the Corporation regards as proprietary. Furthermore, there can be no 
assurance that others will not independently develop products similar to those of the Corporation.  In addition, the 
laws of some foreign countries do not protect the Corporation's proprietary rights to as great an extent as do the laws 
of Canada or the United States. There can be no assurance that the Corporation's competitors will not independently 
develop similar technology or that the Corporation's means of protecting its proprietary rights will be adequate, and 
consequently the Corporation's business, results of operations, liquidity and financial condition could be materially 
adversely affected.   
 
The Corporation is not aware that any of its products infringe the proprietary rights of third parties. There can be no 
assurance, however, that third parties will not claim infringement by the Corporation with respect to current or future 
products.  Defense of such claims, with or without merit, could be time-consuming, result in costly litigation, cause 
product delivery delays or require the Corporation to enter into royalty or licensing agreements. Such royalty or 
licensing agreements, if required, may not be available on terms acceptable to the Corporation or at all, either of 
which could have a material adverse effect upon the Corporation's business, results of operations, liquidity and 
financial condition. 
 
 
RISKS RELATED TO THE INDUSTRY 
 
Intense Competition 
 

The markets for the Corporation's products and services are intensely competitive and rapidly changing and a 
number of companies offer products and services similar to the Corporation's products and services and target the 
same customers as the Corporation.  The Corporation believes its ability to compete depends upon many factors 
within and outside its control, including the timely development and introduction of new products and services, 
product enhancements, product functionality, performance, price, reliability, customer service and support, sales and 
marketing efforts, and introduction of new products and services by competitors. 
 
Many of the Corporation's competitors and potential competitors are substantially larger than the Corporation and 
have greater name recognition, larger customer bases and significantly greater financial, technical, marketing, public 
relations, sales, distribution and other resources than the Corporation. As a result, they may be able to respond more 
quickly to new or emerging technologies and changes in customer requirements, or to devote greater resources to 
the development, promotion and sale of their products than the Corporation. 
 
As competition increases, the prices that the Corporation charges for its products and services may decline.  If the 
Corporation is not able to compete successfully, the Corporation's business, financial condition and operating results 
could be materially adversely affected.  
 
Rapid Technological Change 
 

The markets for the Corporation's solutions are characterized by rapid technological advances, evolving industry 
standards, changes in end-user requirements and frequent new product introductions and enhancements. The 
Corporation's future success will depend upon its ability to enhance its current solutions, and to develop and 
introduce new solutions that keep pace with technological developments, respond to evolving end-user requirements 
and achieve market acceptance. 
 
The development of such new solutions or enhanced versions of existing solutions entails significant technological 
risks.  There can be no assurance that the Corporation will be successful in marketing its existing solutions or be 
successful in developing or marketing new solutions or product enhancements, any of which could have a material 
adverse effect on the Corporation's business, results of operations and financial condition. 
 
Off-Balance Sheet Financing 
 

The Corporation has undrawn letters of credit totaling $200 with its bank that have been provided to customers as a 
performance guarantee. The Corporation has no other off-balance sheet financing arrangements. 
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Transactions with Related Parties 

 
The Corporation had no transactions with related parties in 2008. 
 

 
SUMMARY OF SHARE CAPITAL 

 
Effective May 7, 2008, the Corporation received regulatory approval for a Normal Course Issuer Bid (“the bid”) from 
the TSX Venture Exchange to purchase for cancellation, from time to time as the Corporation considers advisable, up 
to 6,654,105 common shares or 5% of the 133,082,115 shares outstanding. The bid commenced on May 16, 2008 
and will expire on May 15, 2009. 
 
During the three months ended June 30, 2008, the Corporation purchased for cancellation 3,139,000 shares at an 
average cost per share of $0.161 
 
 
Issued and Outstanding 

 

Common shares Number Amount

Balance, December 31, 2007 131,653,115 23,995 

Issued on exercise of stock options 1,435,667 259 

Shares repurchased and cancelled (3,139,000) (507)

Balance June 30, 2008 129,949,782 23,747 

Issued on exercise of Warrants 274,232 25

Shares repurchased and cancelled (305,000) (50)

Balance August 5, 2008 129,919,014 23,722  
 

 
Deferred Annual Bonus and Share Purchase Plan Shares 

 

Deferred 

Common Shares
Amount

Outstanding, December 31, 2007 475,481 105

Issued in 2008 1,616,088 178

Outstanding June 30 & August 5, 2008 2,091,569 283  
 
 
Warrants and Special Warrants 

 

Number of 

warrants
Weighted-average 

exercise price

Outstanding, December 31, 2007 13,981,630 $0.15 

Expired 0 $0.00 

Outstanding, June 30, 2008 13,981,630 $0.15 

Exercised (927,283) $0.12 

Outstanding, August 5, 2008 13,054,347 $0.15 
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INTERNAL CONTROL OVER FINANCIAL REPORTING 
 
Realizing early in 2006 that the process of evaluating the effectiveness of internal control over financial reporting 
(“ICFR”) would be a significant undertaking, the Corporation formed a team to plan and implement efficiently the 
activities that would be required to support the additional certifications and disclosures relating to ICFR. This team 
has effectively applied a top-down, risk-based approach to assess the design of ICFR and has laid a solid foundation 
for assessing the operating effectiveness of ICFR.  
 
The Corporation continues to leverage the compliance momentum developed in the design phase during 2006, and 
jump-started the evaluation of operating effectiveness of ICFR in 2007, to identify early on and remediate any control 
weaknesses. 
 
The Corporation strongly believes that the benefit from a strengthened system of internal controls will not only be a 
reduced exposure to financial reporting risks and fraud, but more importantly, an opportunity to drive value-added 
benefits through business process improvements, however, due to limited resources and number of staff, it is not 
feasible to achieve complete segregation of duties among its staff. This creates a risk that inaccurate recording of 
amounts could be made and not corrected on a timely basis. The result is that the Company is highly reliant on the 
performance of mitigating procedures and management oversight during its financial close process in order to ensure 
the financial statements present fairly in all material respects. 
 
Further, due to limited resources and number of staff, the Corporation does not have the optimum complement of 
personnel with all of the technical accounting and tax knowledge to address all complex and non-routine transactions 
that may arise necessitating the hiring of external accounting firms and consultants to assist in advising on the 
reporting treatment of such transactions. 
 
The Corporation will complete the documentation over all significant financial reporting activities in fiscal 2008, 
subject to the availability of appropriate resources. Management believes the documentation of internal controls is 
sufficient to provide reasonable assurance material errors in financial reporting and disclosures will be detected and 
prevented.  
 

 
OUTLOOK & GUIDANCE 

 
Growth in 2008 from the Corporation’s Government sector business will continue to be derived from the Corporation’s 
information control outsourcing and information control service bureau which continues to generate strong revenue 
and bottom line growth.  Strategically, management intends on expanding its scope of services within these two 
initiatives with a view of expanding these core services to other Western Canadian Provinces.  Growth in 2008 and 
2009 is expected to exceed that of 2007, being derived primarily from continued organic growth combined with 
additional capabilities within our core information control services.  Growth from increasing the Corporation’s 
presence geographically is expected to commence being realized in 2010. 
 
Management’s three year plan for the Corporation’s Energy Sector business is to establish the Corporation as an 
integrated partner in capturing field data.  In 2008, the Corporation has invested a total of $352 in addition to the $908 
invested in 2007.  Management intends on continuing its research and development project to complete the formation 
of a multi functional repository for production data.  Management anticipates that all its current volumetric and 
composition data from its various service offerings will feed into this new repository by the end of 2008.  Management 
believes that by having a single repository with full audit trail capabilities, the Corporation’s clients will benefit twofold.  
First, by having all volumetric and composition data in one place, duplication and repeated administrative tasks will be 
reduced, decreasing time and cost for the producer.  Second, Management believes that it will be in a strong position 
to provide value added services on a cost effective basis which producers currently desire but are not willing to pay 
the high cost associated with purchasing and integrating new software, such as volumetric validation and editing.  
Management believes that the completion of this effort will be a key factor in making its services more valuable to its 
client base, which, in turn, will increase revenue in 2009 and beyond. 
 
The Corporation recently acquired SCADANet to complement its NetFlow service offering. Management expects that 
this acquisition will add $500 of recurring revenue annually.  Combined with strong growth over the past 2 quarters 
from the Corporation’s fluid analysis management application, ProTrend, Management expects steady revenue 
growth and profitability to continue in its Energy sector business over the course of 2008.  Stronger organic growth in 
revenue will be tied to a pickup in exploration activity in the Western Canadian Sedimentary Basin, which 
management expects to occur in the first half of 2009. 
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Despite entering into the third quarter of the year, which historically has been the weakest, Management is confident 
that its performance in the last half of the year will be at least consistent with the first half of 2008. 
 

Services Provided to Active Measurement 

Points at the end of each Quarter
Q2 Q1 Q4 Q3 Q2 Q1 Q4 Q3

Chart Recorders – Measurement (meters)      30,304     31,087     31,001    30,038     29,273    29,849     32,065   32,625 

Electronic Flow Measurement Devices - 

Measurement and Control
2,475      2,411      2,300     2,269      2,224     2,210      2,013     1,831 

Fluid Composition Management - 

Total Analyses
80,764     67,029     60,240    53,619     49,006    40,564     34,006   29,448 

2007 20062008

 

 
OTHER 

 
Accounting Policies 
 
The company prepares its consolidated financial statements in accordance with Canadian generally accepted 
accounting principles (“GAAP”).  
 
Effective January 1, 2008, the corporation has adopted the new accounting standards as issued by CICA, 1535 - 
Capital Disclosures, 3031- Inventories, 3862 – Financial Instruments – Disclosures, and 3863 Financial Instruments – 
Presentation. The adoption of these standards did not have a material impact on the consolidated financial 
statements.  
 
The remainder of the Corporation’s accounting policies remains unchanged so far in 2008. 
 
Future Accounting Policies 

 
The CICA standard 3064 – Goodwill and Intangible Assets will be adopted effective January 1, 2009. The 
Corporation does not expect the adoption of this standard will have any material impact on its consolidated financial 
statements. 
 
International Financial Reporting Standards (IFRS). In 2006 the Accounting Standards Board (“AcSB”) published a 
new strategic plan that will significantly affect financial reporting requirements in Canada. The AcSB strategic plan 
outlines the convergence of Canadian GAAP with IFRS over a five year transition period with adoption required 
effective January 1, 2011. While the Corporation has begun adoption of IFRS for 2011, the financial impact of the 
transition to IFRS cannot be reasonably estimated at this time. 

  
Additional information relating to the Corporation is available on SEDAR at www.sedar.com. 

http://www.sedar.com/


 
  

 

 
CRITICALCONTROL SOLUTIONS CORP. 
 
Management Discussion and Analysis 
For the Period Ended June 30, 2008 

 
 

 
Head Office: 
 
1100, 840 – 7

th
 Avenue SW 

Calgary, Alberta 
T2P 3G2 
 
403.705.7500 (telephone) 
403.705.7555 (facsimile) 
 
www.criticalcontrol.com 

 
 
Directors: 

Dennis Nerland 

George Watson 

Alykhan Mamdani 

John Kendall 

Thomas Ulrich 

William Hammett 

Robert McClinton 

  
Officers:  

George Watson Executive Chairman 
 
Alykhan Mamdani President and  
 Chief Executive Officer 

 
Hashu Remtulla Vice President and 
 Chief Financial Officer  

 
Willis Groshong Executive Vice President  
 Edmonton Region  
 
Brenton Lawther Vice President, 
 Upstream Technologies 
 
Eric Olsen Vice President 
 Edmonton Operations 

 
 
 

 

http://www.criticalcontrol.com/

