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

For the three and nine month periods ended Septemb&0, 2010

The following is management's discussion and amalyMD&A") of the consolidated results of operai®
financial condition and cash flows of Catch the Witd. ("CWL"), Catch the Wind, Inc. ("CTW") and QVT's
75% owned subsidiary, Falcon Fifty LLC, for thegttrand nine month periods ended September 30, E0t@he
purposes of this MD&A, CTW and CWL are sometimefiemtively referred to as the "Company". This MD&A
should be read in conjunction with the consoliddiedncial statements of CWL as defined in the wlitad interim
financial statements ended September 30, 2010, tlaachotes thereto. All statements have been prdpire
accordance with Canadian Generally Accepted AcdogrRrinciples (“GAAP”) and are expressed in USlal.
These statements are prepared in accordance wiibnidhInstrument 51-102F1, and have been revieamd
approved by the Company’'s Board of Directors ptiorfiing and should be read in conjunction witheth
Company'’s audited consolidated financial statemants related notes as at and for the year endednimsr 31,
2009, which have been prepared in accordance WithR5 and the Company’s annual Management Discussioh
Analysis dated April 12, 2010. The effective datghis MD&A is November 29, 2010, and is curremtthat date,
unless otherwise stated.

CAUTION REGARDING FORWARD-LOOKING INFORMATION

Certain statements in this MD&A, particularly staents regarding future economic performance anan@ias,
plans, expectations and objectives of managemeay, constitute "forward-looking" statements whiclieet the
Company’s current views with respect to future @semnd financial performance. When used in this MD&uch

forward-looking statements use words such as "mayll]", "expect”, "believe", "anticipate”, "plan™ intend",
"estimate", "project"’, "continue" and other simik@rminology of a forward-looking nature or negasgvof those
terms. These forward-looking statements are basezbdain assumptions by management, certain aftwhiie set
out herein. The forward-looking statements appgaiinthis MD&A reflect current expectations reganglifuture

events and operating performance and speak ordf/ths date of this MD&A.

Although management believes that the expectatisftected in such forward-looking statements aesoaable, all
forward-looking statements address matters thailwevknown and unknown risks, uncertainties anatiofactors

and should not be read as guarantees of futurerpeahce or results. Accordingly, there are or bdla number of
significant factors which could cause the Compamcsual results, performance or achievements, dusiny

results, to be materially different from any futuwesults, performance or achievements expressiedpdied by such

forward-looking statements. Factors that could eaastual future results, performance or achievesnendiffer

materially include, but are not limited to, thosetbrs identified in the 'Risk Factors' sectioritef filing statement
the Company filed with regulatory authorities orptenber 9, 2008 (the "Filing Statement"). Assummioelating

to the foregoing involve judgments with respectamong other things, future economic, competitind enarket

conditions and future business decisions, all oictvlare difficult or impossible to accurately pretdand many of
which are beyond the Company's control. Past pedace is no guarantee of future performance. Tdragany

cannot predict all of the risk factors, nor camssess the impact, if any, of such risk factorstobusiness or the
extent to which any factor, or combination of fastomay cause actual results to differ materiattynf those

projected in any forward-looking statements. Acaagty, forward-looking statements should not beelupon as
a prediction of actual results. The Company distéaany intention or obligation to publicly updaterevise any
forward-looking statements after distribution oistMD&A, whether as a result of new informationtute events
or other circumstances, except as may be requiresipnt to applicable securities laws.

Additional risk factor discussion can be found ke tCompany's continuous disclosure filings, repartd other
filings with securities commissions and regulatanthorities in Canada and filed under the Compaprg$ile on
SEDAR at www.sedar.com.



Overview of Our Business

CTW'’s business is to develop, manufacture and meltiucts based on laser Doppler velocimetry teayol
developed by and licensed from Optical Air Datat8ys, LLC ("OADS"), a Virginia limited liability campany.
CTW operated as an unincorporated entity and atiiliof OADS for the period from its inception omdary 1,
2008 until March 18, 2008, when it was incorporataeder the laws of the Commonwealth of Virginia.

CTW'’s primary product, the Vindicator® remote wisénsing system (the “Vindicator”), is a fiber opliser

sensing system that is capable of measuring neal-tiorizontal and vertical wind speed and directilata at
varying ranges ahead of the sensor location. 3ystem, located internally and on the surface efwtind turbine

nacelle, will sense winds at ranges up to 300 reef€he Vindicator's forward-looking wind sensoradethe

approaching wind and control the wind turbine ptivaty to enable optimal turbine operation. Whea ¥findicator

is integrated with a turbine’s control system, tesult is increased efficiency, greater power potidan and reduced
stress loads on turbine blades and other key coemgenwhich should reduce maintenance costs dtinmdjfe of

the turbine.

CTW's product line also includes Racer’'s Edge® asid sensor (“Racer’'s Edge”) and the WindSeekdir& of

laser wind sensors (“WindSeeker”). Racer's Edgd #e WindSeeker are miniaturized hand-held vessioh
CTW'’s precision laser wind sensing technology thatisures wind speed and direction at a distanag td 1000
meters. The Racer’'s Edge is for use in sailingating and other sporting events where knowledgeviofd

conditions is a contributing factor to performancehe WindSeeker is compact, rugged and easy tepmt and
designed for wind prospecting, rapid resource assest and turbine performance monitoring.

The Company’s business is carried on in the nam€atich the Wind, Inc.” CTW is a wholly owned sutligiry of
Catch the Wind Ltd. In June 2010, CWL completecogporate re-domestication from Delaware to ther@ay
Islands for the purpose of achieving greater fléitjpin future financings. In connection theretnitthe “.s”
designation on the Company'’s trading symbol wasorerd. The re-domestication was not completed fgrtar-
related reasons. The re-domestication resultedharetiolders of CWL holding shares in a Cayman tidan
exempted company.

The Company operates in one reportable segmenst&lally all of the Company’s assets are locatethe
United States of America.

On July 6, 2009, CTW became a 75% equity ownerafcdn Fifty LLC, an entity created for the purpase
providing aviation management services. The remgi25% equity interest in Falcon Fifty LLC is hddg Tristar
Aviation LLC (“Tristar”), a company whose principalembers are an officer and a director of the Campa

During the second quarter of 2010, the Companyragted that it had commenced its principal comnagrci
operations and was no longer a development staigepeise. The Company’s continued existence ieddent
upon the Company achieving profitable operationd/a@ the ability of the Company to obtain additibfinancing,

on acceptable terms, when necessary. The Compampleted a private placement on November 29, 2010
generating gross proceeds of CDN$8,679,680. Theepds will be used for production optimizationtbé
Vindicator, sales, marketing and customer trials] #or general working capital purposes. The Camgphas
incurred significant operating losses since in@@ptand expects to incur an operating loss for thar yended
December 31, 2010. There is no guarantee thaldhepany's operations will yield positive resultghe future.

As of September 30, 2010, management of OADS heaifthjority of the ownership interests in OADS andoal
directly or indirectly owned or controlled 25,0000 common shares, or approximately 44% of CWL. oAs
November 29, 2010, management of OADS directlyndirectly owns or controls 26,470,588 common shaoes
approximately 33% of CWL. OADS and CWL are undigngicant influence and OADS is considered a redat
party for purposes of accounting under CICA Handib®ection 3840 "Related Party Transactions".



Overall Performance

A summary of performance for the three and ninethmended September 30, 2010 is as follows:

The Company determined it had entered the comniieatian stage and was no longer a developmengestag
company effective June 15, 2010. For the quartdrrane months ended September 30, 2010, the Cgmpan
recognized revenue of $7,500 related to the leasfimgRacer’s Edge unit.

The net loss for the three and nine month pericals $4,107,475 and $11,769,344, respectively;

Cash and cash equivalents totaled $3,205,831%apa¢mber 30, 2010;

Total assets were $18,654,032 as at Septembef30, 2

Operating Highlights for the three and nine momthded September 30, 2010:

At the end of the third quarter, the Company comreenan operational review which resulted in taking
specific actions in the fourth quarter intendedotoer particular related party expenses and impaperating
cash flow. These actions included amending aicEs\agreement with a certain related party to igeofor a
flat fee arrangement, offering the Falcon 50 aftcfar charter or lease to third-parties and ligti@TW'’s
member interest in Falcon Fifty LLC for sale. $¥sated Party Transactions on page 14 below.

Appointment of a senior financial executive with niadhan 20 years of experience in the investmenkibg
and energy sectors, as an independent directbed®dmpany and Chairman of the Audit Committee.

Appointment of acting Chief Financial Officer witlmore than 25 years of public and private accounting
experience.

On November 29, 2010, the Company completed a teripgacement offering of 17,316,359 units and
5,665,588 shares of the Company generating totasgproceeds of CDN$8,679,680. Net proceeds fr@am th
offering will be used for production optimizatiofithe Vindicator, sales, marketing and customeidriand for
general working capital purposes. Each share wiescpat CDN $0.34. Each unit consists of one esipgiced

at CDN$0.39 and one common share purchase waEaaoh warrant entitles the holder to purchase otfesha
one common share of the Company at an exercise pfi€EDN$0.55 for a period of up to two years frim
closing date of the private placement.

In September 2010, the Company announced thagittgd AXYS Technologies Inc. an exclusive license t
combine and integrate the Vindicator with customY&Xmarine floating platforms, and to sell the bt
products worldwide for maritime wind resource assgnt applications. The exclusive license expamda o
previously announced agreement signed by both copaUnder the terms of the five-year licensing
agreement, AXYS has agreed to purchase a minimudv dfindicators units over the five year term oé th
agreement in accordance with an agreed upon s@hedul

In July 2010, the Company signed a sales agreewiémenXco, Inc., an EDF Energies Nouvelles Company
for a Vindicator unit. The sales agreement provifier the purchase of additional units upon sudaéss
performance of the unit as confirmed by a thirdiparaluator of the results of the test program.

In June 2010, the Company signed a sales agreemiintBP Wind Energy North America, Inc. for two
Vindicator units. The sales agreement providesherpurchase of additional units upon successftibpaance
of units as confirmed by a third-party evaluatoth# results of the test program.

On April 20, 2010, the Company completed a priydéeement of 2,576,000 units, at a price of CDND8%er
unit, comprised of one common share of the Compar/ one common share purchase warrant entitling the



holder to purchase one half of one common shaae aiercise price of CDN $2.20 per share for aopesf up
to two years from the closing date of the privdecement. The private placement generated graseeds of
CDN $5,152,000.

In March 2010, the Company entered into a salesesgent with one of the world’s leading manufactsiar
wind turbines for the purchase of a Vindicator unit

The Company announced in March 2010 that the Wimer @ Institute of Canada (WEICan), Canada’s legdin
research institute for wind energy systems, coregléts final performance testing of a Vindicatotebenit.
The Phase Il test results demonstrated that thdisator was able to successfully control the wimdbine rotor
direction in alignment with the oncoming wind focreased energy output.

The Company announced in January 2010 that witRaiser's Edge and Vindicator products, it was naared
official supplier of the BMW ORACLE Racing team ¢hg the 33rd America’s Cup in February 2010 in
Valencia Spain.



Selected Annual Financial Information
Results of Operations

The table below presents selected financial infoiongor the three and nine months ended SepteB®e2010 and
2009. The information in these tables has beewee@ifirom the unaudited interim consolidated finahstatements
and accompanying notes for the three and nine mostded September 30, 2010. Each investor shoatt the
following information in conjunction with those sanents and related notes. The financial infornmafito the three
and nine months ended September 30, 2010 has begargd by management in accordance with CanadiekPG
and is expressed in US dollars.

Three months Three months  Nine months Nine months
ended ended ended ended
September 30, September 30, September 30, September 30,
2010 2009 2010 2009

(unaudited) (unaudited) (unaudited) (unaudited)
Statement of Operations Data:
Revenue $ 7,50C $ - $ 7,500 $ -
Expenses:
Salaries and benefits 248,880 589,293 1,738,049 1,711,690
General and administrative 604,501 206,813 1,946,856 737,959
Inventory writedown — beta units 95181 2,160,559 1,851,619 2,781,937
Amortization 565,809 74,296 1,033,154 144,846
Sales and marketing 21,168 54,628 348,982 226,504
Consulting fees 212,668 63,509 491,777 281,984
Professional fees 410,017 122,949 1,354,789 313,768
Professional engineering fees 70,2 343,222 1,985,677 1,350,308
Research and development 717,747 34,030 999,843 34,030
Interest expense, long-term debt 80,030 - 242,572 -
Interest expense, leases 12,555 24,968 40,863 A5,72
Interest income (3,414) (52,345) (17,106) (78,630)
Foreign currency loss (gain) 943 (12,731) 6,436 (109,545)

4,182,921 3,609,191 12,023,511 7,440,578

Loss before non-controlling
interest (4,175,421) (3,609,191) (12,016,011) (7,440,578)



Three months Three months  Nine months Nine months
ended ended ended ended
September 30, September 30, September 30, September 30,
2010 2009 2010 2009
(unaudited) (unaudited)  (unaudited) (unaudited)
Non-controlling interest (67,946) (16,500) (246,667) (16,500)
Net loss and comprehensive loss (4,107,475) (3,592,691) (11,769,344) (7,424,078)
Supplemental Financial Data
Loss per share $ (0.07) $ (0.07) $(0.21) $(0.16)
Weighted average number of
shares outstanding 57,509,972 54,806,165 56,454,536 46,270,480
As at As at
Balance Sheet Data September 30, December 31,
2010 2009
(unaudited)
Cash and cash equivalents $3,205,831 $10,616,065
Working Capital
(Current assets less current liabilities) $2,766,516 $10,109,972
Total Assets $18,654,032 $24,964,097
Total Liabilities $7,817,544 $7,013,519
Total Shareholders’ equity $10,699,121 $17,767,665
Cash Flow Information (unaudited)
Three months Three months Nine months Nine months
ended ended Ended ended
September 30, September 30, September 30, September 30,
2010 2009 2010 2009
Operating activities $ (3,361,476) $ G0 $ (11,253,205) $ (8,633,387)
Investing activities 38,720 (5,727,294) (638,176) (7,720,390)
Financing activities (88,302) 4,653,641 4,481,147 21,900,819
Net cash inflows (outflows) (3,411,057) (4,262,558) (7,410,234) 5,547,042
Cash and cash equivalents, beginning
of period 6,616,889 18,953,367 10,616,065 9,143,767
Cash and cash equivalents, end of
period $ 3,205,831 $ 14,690,809 $ 3,205,831 $14,690,809




Revenue

For the three and nine month periods ended SepteBih@010, the Company recognized revenue of $7,5the
revenue represents a rental fee charged for a Rdedge unit. From inception until June 15, 20COW was a
development stage company and, accordingly, hadreoignized any revenues or commenced its principal
commercial operations.

Expenses

Operating expenses for the quarter and nine manted September 30, 2010 were $4,182,921 and R12102
respectively, compared to $3,609,191 and $7,440(67&e quarter and nine months ended Septemhe2CBID,
respectively. These expenses consisted largedplafies and wages, professional engineering fesxcited with
the development of the Company’s products, consuléind professional fees, research and developexpense,
sales and marketing expenses, expenses associdtethe operation of the Falcon 50 aircraft, andiegal and
administrative expenses. Also included in opegptirpenses for the three and nine month periodsdeSdptember
30, 2010 is amortization expense of $565,809 an@381154, respectively, of which $334,800 and $390,
respectively represents amortization of capitalipeaject development costs for the three and ninatimperiods
ended September 30, 2010. For the quarter anchmim¢hs ended September 30, 2010, the Companyesiscded
inventory write-downs on the Company's beta units$619,781 and $1,851,619, respectively, compared t
$2,160,559 and $2,781,937 for the quarter and mosths ended September 30, 2009. The increasgeirating
expenses is attributable to overall growth in themPany as it has progressed from a developmene sa@
commercial stage enterprise.

Salaries and benefits expense for the three and mionths ended September 30, 2010 was $248,880 and
$1,738,049, respectively, compared to $589,293%ind11,690 for the quarter and nine months endgdeSter

30, 2009, respectively. Included in salaries aenelits expense for the quarter and nine monthedeSgptember

30, 2010 is non-cash stock option compensation resgef $(342,033) and $(62,383) respectively, coptbao
$135,740 and $334,416 for the quarter and nine Insoeitded September 30, 2009, respectively. Thét toestock
option compensation expense for the quarter anel months ended September 30, 2010 results fronmihect of

the decline in the Company’s stock price on theialde accounting treatment of consultants’ stockioms.
Excluding stock option compensation expense, ssand benefits expense for the quarter and nimehs@nded
September 30, 2010 increased $137,360 and 423d§&:ctively, compared to the comparable perio@9@9 due

to the addition of personnel, primarily engineg¢ossupport the Company’s growth.

General and administrative expense was $604,501%4/846,856 for the three and nine months endeteSdyer

30, 2010, respectively, compared to $206,813 ar8¥ $B9 for the three and nine months ended Septe8ihe
2009, respectively. General and administrative egpeincludes travel and travel related expensgmire and

maintenance, legal settlements, equipment, boadire€tors’ expenses and other office and corpoeafeenses.
Travel and travel related expenses comprised $3268d $986,543 of general and administrative esgpéor the

three and nine months ended September 30, 20®ategely. This compares to travel and traveltegleexpenses
of $70,056 and $189,986 for the three and nine hwahded September 30, 2009, respectively. Theaserin

general and administrative costs in the third guraof 2010 as compared to the same period in 20@8marily due

to growth in travel and travel related expensegllsettiement expense associated with employmatiers and an
increase in equipment purchases. On a year-tokdesis, the increase in general and administratrets for 2010
as compared to the same period in 2009 is primdtily to growth in travel and travel related expenegpairs and
maintenance costs, including maintenance costthéFalcon 50 aircraft; and legal settlement experssociated
with employment matters. Travel expenses incluti¢&ravel associated with trade shows, businessldgwnent,

customer visits, site installations, and investeetings. Expenses associated with operating tleei-&0 aircraft
are consolidated within the applicable categoriegemeral and administrative expense. The Compuhdynot

begin consolidating Falcon Fifty LLC until the thiquarter of 2009. It is expected that curren¢élgwf general and
administrative expense will be maintained during tbmainder of 2010.

Inventory valuation adjustments for the Companyiaditator beta, Racer’'s Edge and WindSeeker beita tor
the quarter and nine months ended September 30, t2¢led $519,781 and $1,851,619, respectivelmpawred to
$2,160,559 and $2,781,937 for the quarter and mioeths ended September 30, 2009, respectivelyhas t
Company applied the measurement section of CICAI@e8031 “Inventories”. The Company has redudesl t



carrying value of each beta unit to its net redlieavalue, which is the amount the Company expiectealize from
the sale of a unit. The beta units are currentigdpenanufactured in the Company’s pilot manufactgifiacility and
the cost of producing a unit is higher than the ami@xpected to be realized from the sale of a vedtulting in a
write-down. Production costs are higher than vilatxpected when the Company moves into full prtédoat an
outsourced facility where the Company anticipateserfavorable labor rates and volume discounts aterial
purchases. The inventory valuation adjustment gker in the quarter and nine months ended SeEeR3D,
2009 due to the Company producing a larger numb#fliraicator units in 2009. Inventory valuationjastments
may continue through the remainder of 2010 as ma@it inventory units are completed prior to tréinging to
outsourced production.

Amortization expense was $565,809 and $1,033,164hf quarter and nine months ended September (M, 2
respectively, compared to $74,296 and $144,846tHer quarter and nine months ended September 3®, 200
respectively. During 2009, the Company executadds for technical equipment required for the dgraknt and
manufacture of the Vindicator beta units, and ia tuarter ended September 30, 2009 began consudjchie
amortization of the Falcon 50 aircraft owned byckal Fifty LLC. Amortization of the Falcon Fifty LT fixed
assets account for $90,936 and $272,264 of totattaration for the quarter and nine months endegateSeber 30,
2010, respectively, compared to $9,852 for the tgnand nine months ended September 30, 2009. thraton
expense for the quarter and nine months ended 18bpte30, 2010 also includes $334,800 and $390,600,
respectively of amortization related to the projéevelopment costs intangible asset. The Companyrenced
amortizing the intangible asset on June 16, 20H0 s expected useful life of five years.

Sales and marketing expense totaled $21,168 an8 %82 for the quarter and nine months ended Segted
2010, respectively, compared to $54,628 and $226(&0the quarter and nine months ended Septenthe2(®9,
respectively. Sales and marketing costs were highthe quarter ended September 30, 2009 as caaparthe
same quarter in 2010 due to trade show expensasth& nine month period ended September 30, 26H6s and
marketing expense increased compared to the nimghsi@nded September 30, 2009 primarily due to resqme
related to a print advertising campaign. It is eotpd that sales and marketing expense will inerdas the
remainder of 2010 as compared to the current qudie to trade shows attended in the fourth quarter

Consulting expense was $212,668 and $491,777 forqtharter and nine months ended September 30, 2010,
respectively, compared to $63,509 and $281,984ttHer quarter and nine months ended September 3@®, 200
respectively. The increase in consulting expeoséhie three and nine-month periods of 2010 as eoatpto 2009

is due to personnel augmentation required to supperCompany’s growth. It is expected that comsglexpenses

will increase for the remainder of 2010 due to ddal personnel augmentation required to supp@tGompany’s
business.

Professional fees totaled $410,017 and $1,354,883hE quarter and nine months ended SeptembeR(®0),
respectively, compared to $122,949 and $313,768Herquarter and nine months ended September 3®, 20
respectively. Professional fees include accognénd legal costs, investor relations, public retet and other
professional services. The increase for the quartdmine months ended September 30, 2010 compzated same
period last year is primarily due to legal costablir relations and business development expersmadit and
accounting fees, and recruiting expense. Legatesgs were inflated in 2010 due to the corporatimestication
to the Cayman Islands and litigation related tooamer employee that was resolved during the quartéris
expected that professional fees will decreasearfdhrth quarter.

Professional engineering fees were $790,236 ar@B$%77 for the quarter and nine months ended Siyate30,
2010, respectively, compared to $343,222 and $13B80for the quarter and nine months ended SepteBe
2009, respectively. Professional engineering famssist of engineering support costs, includingdfiglstallation
and production support, charged to the Company ARp®and have increased over the comparable peiro2i309
due to the progression of the Company’s businedscammercialization initiatives. It is expectedttpaofessional
engineering fees will decrease in the fourth quasfe2010. Per an amendment effective October0102to the
Company’s original Services Agreement with OADSedatSeptember 3, 2008, OADS will charge CTW for
technical, research and development and adminigratpport at a fixed price per month. The fixeite will be
reviewed quarterly by CTW and OADS, and adjuste@dgfuired based upon forecasted support needsrdingao
the terms of the original Services Agreement, OABSVices were billed to CTW on a time and matsiisis. At



no time will the fixed price exceed what fees wohbive been in any applicable quarter on a timeraatkrials
basis.

Research and development expense was $717,747988¢B43 for the quarter and nine months ended Biyte
30, 2010, respectively compared to $34,030 forgharter and nine months ended September 30, 2@b%the
quarter and nine months ended September 30, 284€anch and development expenses consisted ofdabaoyes
from OADS subcontractors of $625,589 and $827,28pectively; materials costs of $46,642 and $98,012
respectively; and third party consulting fees atitepexpenses of $45,516 and $74,595, respectiehgineering
efforts are focused on reducing Vindicator produtttosts and enhancements to the turbine con@turies of the
product. Through June 15, 2010, the Company’'s dgweént costs related to the Vindicator, which txdal
$6,696,945, were capitalized as project developrmeests on the Company’s balance sheet. Effectivee 16,
2010, the Company ceased capitalization of Vindicdevelopment costs and commenced expensing thetineo
consolidated statement of operations, in accordavitte accounting guidance. It is expected thataesh and
development expense will decrease in the fourthtqualue to the above referenced amendment to ¢hacss
Agreement with OADS. The entirety of the Compardéselopment costs is currently recorded as expense

Interest expense on long term debt was $80,03($34d,572 for the quarter and nine months endedeSdg@r 30,
2010, respectively (2009 — nil). Interest expefeleases was $12,555 and $40,863 for the quaridrnine
months ended September 30, 2010, respectively, amdpgo $24,968 and $45,727 for the quarter ane mianths
ended September 30, 2009, respectively. The Bitepgpense on long-term debt relates to the Fabfonaircraft
owned by Falcon Fifty LLC. Interest payments on Badcon 50 aircraft commenced in November 2009 ririgu
2009, the Company executed interest-bearing lefsetechnical equipment required for the developimand
manufacture of the Vindicator beta units. It is @xted that interest expense will continue at carerels for the
remainder of 2010.

Non-controlling interest for the quarter and ninentihs ended September 30, 2010 was $(67,946) &b $67),
respectively, compared to $(16,500) for the quaatet nine months ended September 30, 2009, regglgctin the
third quarter of 2009, CTW became a 75% equity avafid-alcon Fifty LLC, an entity created by CTW ahdstar
to provide aviation management services. Trigar company whose members are an officer and etairef the
Company and is considered a related party. Nomraling interest represents Tristar ‘s 25% shdr&alcon Fifty
LLC’s net loss.

The net loss and comprehensive loss for the quanmine months ended September 30, 2010 was®&47H) or
$(0.07) per share, and $11,769,344, or $(0.21)spare, respectively, compared to a net loss angmansive
loss for the quarter and nine months ended Septedih009 of $3,592,691, or $(0.07) per share,%hd24,078,
or $(0.16) per share, respectively.

The Company recorded a valuation allowance agé#iesfull value of its future tax assets at Septandfk 2010,
and accordingly, did not reflect any future incortax benefit in its consolidated statements of |lassl
comprehensive loss for the period.

Project Development Costs - Intangible Assets

At September 30, 2010, net capitalized project kgraent costs recorded on the Company’s consolidaddéance
sheet were $6,306,345, as compared to $5,889,2B6camber 31, 2009. Amortization of $334,800 aB8i0$600
related to the intangible asset was recorded fogtrarter and nine months ended September 30, Bfsikctively.
The Company determined that the Project Developr@est asset had reached the condition necessaityttobe

capable of operating in the manner intended by grma&nt on June 15, 2010, and accordingly, recagndf costs
in the carrying amount of the intangible asset edass of that date. Capitalized project developgrests relate
entirely to the development of the Vindicator prodand consist of labor charges from OADS subcaira of
$4,874,117, materials costs of $599,623 and thardypconsulting fees and other expenses of $1,083a8 of the
date capitalization ceased. At December 31, 208pitalized development included labor charges flOADS

subcontractors of $4,168,246, materials costs $64pf and third party consulting fees and othgresmses of
$1,156,985. The Company commenced amortizing thgegirdevelopment costs intangible asset oversiisnated
useful life of five years on June 16, 2010.
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Summary of Quarterly Results

The following table highlights selected unauditadhhcial information for the Company on a consdkdiabasis for
the last eight quarters. The information has beerived from the Company’'s quarterly unaudited ctidated
financial statements that, in management’s opinli@ve been prepared on a basis consistent witbathgolidated
financial statements and are reviewed and apprdsedhe Company’s Board of Directors. The Company’s
quarterly operating results have varied in the @asl may vary substantially in the future. Accogiyn the
information below is not necessarily indicativere$ults for any future quarter.

(Unaudited)

(In thousands, U.S.

dollars) Q3 FY10Q2 FY10 Q1FY10 Q4 FY09 Q3FY09 Q2FY09 Q1FY09 Q4 FY08
Statement of Operations

Revenue 8 - - - - - - -
Net loss (4,107) (4,449) (3,213) (4,155) (3,593) (2,147) (1,684) (1,469)

Earnings (loss) per share (0.07) (0.08 (0.06) (0.08) (0.07) (0.05) (0.04) (0.04)

Cash Flow Information

Operating activities (3,362) (4,283) (3,609) (3,616 (3,189)  (3,120) (2,200) (2,015)
Investing activities 39 (359) (318) (381)  (5,727) (680) (1,313) (1,510)
Financing activities (88) 4,652 (83) (78) 4,654 17,259  (137) 4.
Net cash inflow (outflow) (3,411) 10 (4,010) (4,075) (4,262) 13,459 (3,650) (3,483)

Cash, beginning of period 6,617 6,606 10,616 14,691 18,953 5,494 9,144 12,62

Cash, end of period 3,206 6,617 6,606 10,616 14,691 18,953 5,494 9,144
(Unaudited)

Balance sheet

information Q3 FY10Q2 FY10 Q1FY10 Q4 FY09 Q3 FY09 Q2FY09 Q1 FY09 Q4 FYO08

(In thousands U.S. dollars;

unaudited)

Working capital 2,767 $6,902 $6,858 $10,110 $14,382  $19,290 $4,879 $7,92¢

Total assets 18,654 $22,204  $22,409%24,964 $28,595 $26,826 $11,379 $12,58¢

Shareholders’ equity 10,699 $15,149  $14,824617,768 $21,319  $24,689 $9,456 $11,032
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Liquidity and Capital Resources

At September 30, 2010, the Company’s principal e@wf liquidity was cash and cash equivalents g2@3,831.
The Company’s consolidated long-term debt obligationsists of Falcon Fifty LLC’s note in the origiramount
of $4.6 million for the purchase of a Falcon 5Cift. The ten-year note bears a fixed interetst 04 7.17% per
annum. One hundred twenty consecutive monthhalimsents of $40,649 became due commencing Noverhper
2009, with a balloon payment of $2,300,000 due #ithfinal installment. In 2009, the Company exedunterest-
bearing capital leases for technical equipmentireduor the development and manufacture of thedidiator beta
units.

During the quarter and nine months ended SepteBhe2010, cash used in operating activities wa36i3476 and
$11,253,205, respectively, compared to cash usegdernating activities of $3,188,905 and 8,633,387lie quarter
and nine months ended September 30, 2009, resglgctivhe increase in cash used by operating aetvibr the
third quarter and nine months of 2010 comparedhéostme periods last year is principally attribleab growth in
professional fees, Company personnel, adminiseatosts, travel costs, research and developmenprafessional
engineering fees and sales and marketing expense.

Cash provided by investing activities for the qaagnded September 30, 2010 was $38,720 compargasshoused
of $5,727,294 for the quarter ended September 309.2 Investing activities used cash of $638,176tlie nine
months ended September 30, 2010, compared to sashadfl $7,720,390 for the nine months ended Seesl
2009. Investing activities in the nine months eh8eptember 30, 2010 consisted primarily of prodeselopment
costs related to the development of the Vindicatta units. Project development costs used ca$B@®#,659 for
the nine months ended September 30, 2010 compar®s50,345 and $2,357,476 for the quarter and mioeths
ended September 30, 2009, respectively. The Coyngapitalized Vindicator development costs throdghe 15,
2010. Cash used for product development is irclud operating activities subsequent to that d&erchase of
capital assets, which includes test and manufaggeguipment and furniture and fixtures, used cd$14,163 and
$31,639 for the quarter and nine months ended Bdgete 30, 2010. For the quarter and nine montheand
September 30, 2009, purchase of capital assets easd of $5,372,842 and $5,558,807, primarily duehe
purchase of the Falcon 50 aircraft. Non-contrgllinterest related to Falcon Fifty LLC provided lvas $52,883
and $201,122 for the quarter and nine months eSdgdember 30, 2010, respectively, compared to 89385for
the quarter and nine months ended September 39, 200

Financing activities used cash of $88,302 and piexvicash of $4,481,147 for the quarter and ninetinsoended
September 30, 2010, respectively, compared to peshided of $4,653,641 and $21,900,819 for the tguaand
nine months ended September 30, 2009, respecti@dgh used by financing activities for the thicchger of 2010
is attributable to payments of capital lease olvliges and repayments of long-term debt associatédthe Falcon
50 aircraft. Cash provided by financing activitfes the nine months ended September 30, 2010ribw@tble to
proceeds from the private placement transactionpbeted in April 2010. Cash provided from financiactivities
during the nine months ended September 2009 isapitimattributable to proceeds from the completmithe
private placement in the second quarter of 2009¢hvprovided gross proceeds of $17,288,862, andirtla@cing
of the Falcon 50 aircraft in the third quarter 602, which provided $4,600,000.

The Company’s principal uses of cash since incaptiave been for the development and manufacturtheof
Vindicator, Racer’s Edge and WindSeeker beta ugisgral and administrative activities and camtgdenditures.
Going forward, additional funds will be needed fmntinued engineering efforts, customer suppotiessand
marketing, and manufacturing expenses as the Comperelerates its commercialization efforts. ThenPany
anticipates capital expenditures related to comexment of the production and assembly of the Virdicat an
outsourced manufacturing facility in 2011. Theree amo other significant capital expenditures prdgent
contemplated other than as disclosed in the Conipgmblic filings or as required in connection witiormal
operating requirements.
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Financing Transaction

On November 29, 2010, the Company completed aterplacement offering of 17,316,359 units ("Novemd@10
Units") and 5,665,588 common shares of the Compmgmerating aggregate gross proceeds of CDN$8,679,68
Net proceeds from the offering will be used for qarction optimization of the Vindicator, sales, metikg and
customer trials, and for general working capitalpmses. Each November 2010 Unit was priced at39$and is
comprised of one common share of the Company ardcommon share purchase warrant (the “November 2010
Warrants”). Each whole November 2010 Warrant esdtitthe holder to purchase, subject to adjustment in
accordance with its terms, one half of one comnimares of the Company at an exercise price of CDNSB@&r
whole share at any time within 24 months from thesiag of the offering. Certain purchasers undher affering
elected to purchase common shares only. In that eash such common share was priced at CDN$0:13ghpee.
The agents for the private placement received antission of: (a) 6% of the aggregate gross procegided under
the brokered portion of the offering; and (b) comgmion options entitling the agents to acquirghaaggregate,
6% of the respective number of common shares aitd issued to subscribers under the brokered pouifothe
offering, with the compensation options exercisabte one common share at a price of CDN $0.34spare, and
one unit at a price of CDN $0.39 per unit, as agtlle. The compensation options will be exerciséiie period

of 24 months from the closing of the offering. Eamit will be comprised of one common share anel common
share purchase warrant. Each whole warrant entiteebolder to purchase, subject to adjustmentdor@ance with

its terms, one half of one common share of the Gomat an exercise price of CDN $0.55 per wholeeshaany
time within 24 months from the closing of the ofifey.

On April 20, 2010, the Company completed a priyateement of 2,576,000 units (the “April 2010 Ubitgeach at
a price of CDN$2.00, generating gross proceeds @N$5,152,000. Each April 2010 Unit is comprised aoie
common share of the Company and one common shatbgse warrant (the “April 2010 Warrants”). Eacholeh
April 2010 Warrant entitles the holder to purchamghject to adjustment in accordance with its terome half of
one common share of the Company at an exercise pfi€EDN$2.20 per whole share at any time withim&hths
from the closing of the offering. Agents for thevate placement received a commission of 6.0%hef gross
proceeds raised under the offering, substantiadig n the form of 150,000 April 2010 Units of tli®mpany at
CDN$2.00 per April 2010 Unit, with such April 201fits having the same terms and conditions as tisssed to
purchasers under the offering. Placement cosadingt$422,555 were offset against the proceed$efprivate
placement. Net proceeds recorded to equity in@ction with the private placement were $4,677,926.

Until the Company is able to generate significavenue and achieve profitable operations, it vahtsue to rely
on equity and debt financing to fund its cash regaents. The Company has incurred significant atpeg losses
since inception and expects to incur an operatisg for the year ended December 31, 2010. There jaiarantee
that the Company's operations will yield positiesults in the future.

Commitments, Contingencies and Off-Balance Sheet Aangements

As at September 30, 2010, the Company had no caonents for material capital expenditures, no comiges
and no off-balance sheet arrangements, excephéooffice space sublease disclosed in Note 10a@adhsolidated
financial statements. As also disclosed in Notaalthe consolidated financial statements for thartgr and nine
months ended September 30, 2010, the Company ¢d@smitment to make guaranteed minimum royalty paysie
to OADS under the terms of a Licensing Agreemetwben the Company and OADS dated September 3, @068
"Licensing Agreement").

The Company is occasionally named as a party ifowarclaims and legal proceedings, which arisenduthe

normal course of its business. The Company isaware of any claims or potential claims that cobnéve a
material adverse effect on the Company.
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Transactions with Related Parties

As noted earlier in this MD&A, CWL and OADS sharentmon ownership. As such, CWL and OADS are under
significant influence and OADS is considered ateslaparty for purposes of accounting under CICA dimok
Section 3840 — “Related Party Transactions”.

As disclosed in Note 10 to the consolidated finahstatements of CWL for the quarter and nine memhded
September 30, 2010, CTW and OADS have executedLitensing Agreement, a services agreement, and a
sublease agreement for office and support spaceleithe terms of the services agreement betwee@TW and
OADS dated September 3, 2008 (the "Services Agratinghe Company relies upon OADS to provide ithwi
engineering, and research and development semataed to the technology licensed by CTW from OAD®ler

the Licensing Agreement, as well as general adtnatige support. Per the Licensing Agreement, Gloenpany

will pay to OADS an annual running royalty calceldtas a percentage on net sales of royalty prdojthe
Company or a sublicensee. CTW has a commitmentake guaranteed minimum royalty payments to OADS
under the terms of the Licensing Agreement as ased in Note 10 of the consolidated financial stetets for the
guarter and nine months ended September 30, 2010.

As disclosed in Note 15, Subsequent Events, tedhsolidated financial statements for the quanerr@ne months
ended September 30, 2010, effective October 1,,20T0V amended the Services Agreement with OADSdlate
September 3, 2008, under which it engaged OADSa aon-exclusive basis, to provide technical assigtaand
other services to the Company. Under the ternthebriginal Services Agreement, OADS’ servicesllled to
CTW on a time and materials basis. Per the amentn@ADS will charge CTW for the technical and
administrative support at a fixed price per montte fixed price will be reviewed quarterly by CTadd OADS,
and adjusted if required based upon forecastedosupgeds. At no time will the fixed price excestat fees
would have been in any applicable quarter on a tmeé materials basis. The audit committee of thardof
directors will be briefed annually by the Company the fixed price rate charged by OADS and the epric
competitiveness of that rate, and will provide aigint of the quarterly fixed price review.

As disclosed in Note 10 of the consolidated finahstatements, effective October 30, 2009, CTW etest with
OADS a sublease renewal agreement (the “SublearewRd Agreement”). The Sublease Renewal Agreement
renewed the original sublease agreement (the "8sblAgreement”) dated September 1, 2008, betwedv &1d
OADS pursuant to which CTW leased certain officd aopport space from OADS for a period of one yedihe
Sublease Renewal Agreement renews the Subleasergne for a term of two years commencing as of&Seper

1, 2009 and ending August 31, 2011. Rent for 1 &hrare feet of leased space is payable at thef&22.66 per
square foot during the first year of the renewamteand $23.34 per square foot during the second ge¢he
renewal term.

Effective July 8, 2010, CTW extended the term of thublease Renewal Agreement with the executioa of
sublease renewal extension agreement (“the SublRasewal Extension Agreement”) with OADS. Per the
Sublease Renewal Extension Agreement, the SubRaisewal Agreement is extended for nine years coromegn
September 1, 2011 until August 31, 2020. Durirgyehtension term, rent shall be payable by CTW A®DS at a
rate equal to the current fair market value perasgdoot as at September 1, 2011, to be mutuallgeaby the
parties, with an annual escalation of three per¢g¥t) per year beginning on September 1, 2012 ardyeyear
thereafter during the remainder of the Extensiomlelf CTW and OADS do not come to an agreementriting

by August 31, 2011 regarding a fair market valugakrate, the Sublease Agreement, as renewedeb$ublease
Renewal Agreement and as further extended by thie8se Renewal Extension Agreement, shall terminate

As disclosed in Note 11 to the consolidated finahstatements, in the third quarter of 2009, OADE &€TW
executed a purchase agreement whereby OADS agregdr¢hase certain hardware from CTW. The hardware
which consisted of two modified Vindicator betataniwas purchased by OADS to fulfill its customeniractual
obligations. Proceeds from these initial sales wertted against capitalized development costs asreguired by
the Company’s then status as a development staggpese.

Transactions recorded under all the agreementseleetithe Company and OADS are measured at the egehan
amount, which is the consideration establishedagnded to by the related parties.
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Falcon Fifty LLC

On July 6, 2009, CTW became a 75% equity ownerafcdn Fifty LLC, an entity created for the purpase
providing aviation management services. The reimgif5% equity interest in Falcon Fifty LLC is hddg Tristar,
a company whose principal members are an officdraadirector of the Company. On September 21, 2B8&on
Fifty LLC and its members executed an agreemepttohase a Falcon 50 aircraft for $5 million. Fal¢ofty LLC
made an initial deposit of $400,000 and executthayear note in the amount of $4,600,000 for tnelpase of the
Falcon 50 aircraft. The note bears a fixed interatt of 7.17% per annum. One hundred and twenmgemitive
monthly installments of $40,649 became due commmgndilovember 1, 2009, with a balloon payment of
$2,300,000 due with the final installment on Novemb, 2019. The note is collateralized by the Falg0 aircraft
with a carrying value of $4,955,745 as of Septendf:r2010. The aircraft has been recorded ased fasset on
the financial statements of Falcon Fifty LLC andhigsing depreciated using the straight-line methwdr an
estimated useful life of fifteen years. The aifcraas purchased in order to improve the efficierudythe
Company's business operations and acceleratesisd®ss plan, and is used to transport the Compamgmeering
staff, laser sensor units, and requisite installatind maintenance equipment to remote locatiorsupport of
business development, customer support and firlidatetivities, as well as for other business psgm

On June 22, 2010, in connection with the CWL Cayrtdlands re-domestication and in order to complyhwi
Federal Aviation Administration regulations condagncitizenship requirements for aircraft registene the United
States, Tristar and CTW executed an amendmengtortginal July 6, 2009 Falcon Fifty LLC operatiagreement.
Per the amendment, Tristar became the managerladrF&ifty LLC and gained voting rights such thiaholds a
75% share of total voting rights, while retaining 25% membership interest. Conversely, CTW’sngptiights
were reduced to a 25% share, while it retaine@58 membership interest. As a result, CTW no lomgéds the
majority of voting interests enabling it to conttbke strategic policies of Falcon Fifty LLC. Hovesyany change
in the managers of Falcon Fifty, including the &iddi of new managers, or any sale or other disjposivf any
aircraft owned by Falcon Fifty, including the FaicB0 aircraft, requires approval by greater that &3 the votes
of all members of Falcon Fifty. In accordance wibcounting guideline AcG-15, the Company contintes
include the operations of Falcon Fifty LLC in itensolidated financial statements from July 6, 2089,it is
considered the “primary beneficiary” and will absahe majority of Falcon Fifty LLC's expected losser receive
a majority of Falcon Fifty LLC'’s returns.

As reported in Note 15, Subsequent Events, to ¢tinealidated financial statements for the quarter@ine months
ended September 30, 2010, effective October 150,264alcon Fifty LLC entered into an aircraft opergt
agreement with an aircraft charter company to eaghg charter company to operate the Falcon 5@aétiras a
Federal Aviation Regulation Part 135 Air Charterantthe aircraft is not being used by a member tfdraFifty

LLC. The charter arrangement is subject to Fedavétion Administration approval. In addition, [Eah Fifty

LLC is actively pursuing leasing the aircraft undfederal Aviation Regulation Part 91, independédnhe aircraft
charter agreement.

As also disclosed in Note 15, on October 1, 201T0WCmanagement committed to a plan to sell its 75%
membership interest in Falcon Fifty LLC. Tristarteinds to retain its 25% membership interest. CTW'’s
membership interest was listed for sale with adtpiarty aircraft broker in October 2010. CTW imds to sell its
membership interest if it is able to do so on teitrdeems acceptable. There can be no assuraat&€iW'’s
interest can be sold on terms acceptable to CTW CAnWV will retain its interest if acceptable terare not reached
on any proposed sale.

Due to/from Related Party

At September 30, 2010 and December 31, 2009, thmp&oy owed a balance of $901,097 and $355,685,
respectively, to OADS for labor charges and adrtraitve costs. Included in accounts receivabl8egitember 30,
2010 and December 31, 2009, is a balance of $23483%27,771, respectively, due from OADS to the Gamy for

the cost of materials and third-party consultarail gor on behalf of OADS.Included in accounts receivable at
September 30, 2010 is a balance of $4,813 due Tiistar, as compared to $79,212 at December 319.200
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Contractual Obligations and Indebtedness

The Company’s consolidated contractual obligatioekate to long-term debt, guaranteed minimum rgyalt
payments and lease payments as summarized bel@Cdimpany had no other indebtedness or off-balaheet
arrangements as at September 30, 2010.

The table below summarizes the future cash flowiregments for consolidated lease, royalty and Iltarg: debt
obligations as at September 30, 2010:

(Unaudited)

U7

Contractual Obligations (in  Uj Total 2010 2011 2012 2013 2014 and
Dollars) beyond

Operating leases
$35,452| $9,669| $25,783

Capital lease obligations $318,588 $60,608 $21H({12 $41,867

Long-term debt $6,690,135 $121,948 $487,793  $4%7,7$487,793 $5,104,808
Royalties (1) $1,750,000 -$250,000/  $500,000 $500,000  $500,300
Total Contractual Obligations $8,794,185| $192,225| $979,699| $1,029,660] $987,793| $5,604,808

(1) Per the Licensing Agreement between the CompandyOADS, the Company will pay to OADS an annuahing royalty
calculated as a percentage on net sales of ropaityuct by the Company or a sublicensee. A gueeahtminimum royalty
payment of $500,000 per year, payable in equaltgdgrinstallments, on or before March 31, June S8ptember 30 and
December 31 as an advance for the following qugirpariod, is due each year after the date of §ede (prorated for any partial
year), less any running royalties paid during tharyThe date of first sale is defined in the agreenasnthe earlier to occur of
three years after September 3, 2008, or the daiéwalsen an aggregate of one hundred units of tpyabduct, as defined in the
agreement, have been sold by the Company. As tfadtyds perpetual and therefore the total obligatcannot be calculated,
this table includes $500,000 for year 2014 in thiermn entitled “2014 and beyond”.
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CRITICAL ACCOUNTING POLICIES
This summary should be read in conjunction with @amsolidated financial statements.
Future Accounting Changes

Business Combinations

In January 2009, the CICA issued Section 1582, ifiss Combinations”, which replaces former guidaone
business combinations. This standard establishesigles and requirements of the acquisition metfoscusiness
combinations and related disclosures and stat¢sliressets and liabilities of an acquired businesl be recorded
at fair value. The standard is effective for bussme€ombinations for which the acquisition date nsav after
January 1, 2011, with earlier adoption permitted.

In January 2009, the CICA issued Section 1601,n%bdated Financial Statements”, and Section 1682n-
controlling Interests”, which replace existing gaide. Section 1602 provides guidance on accouifding non-
controlling interest in a subsidiary in consolidhfinancial statements subsequent to a businessination. The
standards are effective for fiscal years beginmingr after January 1, 2011, with earlier adopgiermitted.

Revenue Recognition

In December 2009, the CICA issued EIC 175, “Mudideliverable Revenue Arrangements”, replacing E4Q,

“Revenue Arrangements with Multiple Deliverablesihis abstract provides updated guidance on whetlutiple

deliverables exist, how the deliverables in an rageament should be separated and the considerdtmrated;

requires, in situations where a vendor does not handor-specific objective evidence (VSOE) ordhiarty

evidence of selling price, that the entity alloca¢éwenue in an arrangement using estimated sefimges of
deliverables; eliminates the use of residual metand requires an entity to allocate revenue udagrelative
selling price method; and requires expanded quiattand quantitative disclosures regarding sigaifit judgments
made in applying this guidance. This EIC is effexfor future years beginning on or after Januigrg011.

The Company is currently evaluating the impactdteption of these new standards will have on itssobidated
financial statements.

Convergence of Canadian GAAP and Internationalrkired Reporting Standards

In February 2008, the CICA announced that Canagdigiicly accountable enterprises would adopt Ireggomal
Financial Reporting Standards ("IFRS") as issuedthsy International Accounting Standards Board ('BAS
effective January 1, 2011. The Company’s interimd annual consolidated financial statements forl2ddder
IFRS will require, for comparative purposes, tha aiamounts previously reported under Canadian GfokRhe
year ended December 31, 2010 be restated. Thatioanfrom current Canadian GAAP to IFRS is a #igant
undertaking that may materially affect the Compamgported financial position and results of opgerst

The Company has commenced its transition to IFRBe Company’s transition process consists of tiptegeses:
Phase 1, Scope and Plan; Phase 2, Design and Bandd?hase 3, Implement and Review. The objeofiRhase 1
was to perform a detailed review and initial scgpaf accounting differences between Canadian GAA® IERS

and to determine, at a high-level, the impact &3Ro current reporting and the entire organizatidrhe Company
has completed this phase and has identified amtitfmed the areas of IFRSs which are expectedmpact the
business.

The objective of Phase 2 is to prepare for IFRSremion by making policy and disclosure choices designing
IFRS compliant financial statements. It also reggidetermining and designing any required changethe
Company’s controls, processes & systems. DevelpliRS reporting expertise is a key element of Piaef the
Company’s transition plan.

The Company is in the process of completing Pha3é@ Company is developing IFRS expertise in-haseell

as utilizing external advisors, and will conducfttraining as needed. Management has analyzedHhoices
regarding alternative treatments permitted in djeareas of certain standards under IFRSr&t-time Adoption of
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International Financial Reporting Standardshich is mandatory guidance for all first-timeogters of IFRSs. The
Company has made some preliminary decisions irréigard.

Business Combinations; IFRS &lows an entity that conducted prior business doatimns to apply the
standard on a prospective basis from the transitade of January 1, 2010. The Company does na hav
any previous business combinations but intendgpdyahe standard prospectively.

Fair value or revaluation as deemed cost; Interoaél Accounting Standard (“IAS”) 16, IAS 40 and IAS
38, allows an entity to measure individual items ofpgedy, plant and equipment; investment property and
intangible assets (provided there is an active atdik the intangibles) at fair value at the tréinsi date of
January 1, 2010, and then use the fair value ababis for the opening balance sheet. The Comgaey
not intend to make this election to restate theyoay value of its capital assets at transition.

Share-based payment transactions; IFRSalyws an entity to avoid full retrospective applion of
certain transactions depending on the grant, \gstivd/or settlement date of the awards. The Coynpan
currently intends to make this election and willrequired to apply IFRS only to stock-based awdnds
are unvested at the transition date of Januar910.2

Borrowing costs; IAS 23allows an entity to apply the transitional provisoof IAS 23 in lieu of full
retrospective application. The Company does nwe fey previous borrowing costs but intends to make
this election on a prospective basis from the ttmmsdate of January 1, 2010.

The Company has identified other key areas wheaagds in financial statement presentation andatiscks are
expected. Management is in the process of quamgifthe expected differences between IFRS and tneerat
accounting treatment under Canadian GAAP and fimahstatement templates are being designed. Tmap@ny
expects the following standards to have the greatential impact to its accounting policies, fic&l reporting
and information systems requirements upon conversio

Presentation of financial statements; IAS Qertain classifications are different under IFRSulting in a
different format for the financial statements congghto those prepared under Canadian GAAP. The
Company is analyzing the impact of the classifaratiand presentation changes on its consolidated
financial statements.

Leases; IAS 17The Company is reviewing all of its existing le@sarrangements to identify if there are
any classification differences between finance eperating leases. For all finance leases, the @ognfs
reviewing the calculation to determine the presealiue of the minimum lease payments to ensure
compliance with IAS 17.

Property, plant and equipment; IAS ,16 The Company is evaluating the potential impatttte
componentization of all of its capital assets atlfteplAS 16 provisions. The Company is also reugw
additional disclosure requirements under IFRS awighing the enhanced note disclosure.

Share-based payment transactions; IFRSI@plementing IFRS 2 will require the Company to rifpd
aspects of how it accounts for its share-based patgsrunder IFRS. For instance, the Company cuyrent
accounts for stock option forfeitures as they ocmd IFRS 2 will require the Company to estimag th
forfeiture rate at the date of the grant and rezegrrompensation expense based on management's
estimate of units that will eventually vest. Then@pany is currently evaluating and quantifying ithgact

the implementation will have on its consolidatethficial statements.

Related Party Disclosures; IAS 24,The Company is reviewing its disclosures to assdssther any
changes are required with regard to related paatystctions. It is also reviewing the I1AS 24 discre
requirements related to “key management persontteltietermine whether the appropriate level of
disclosure is being provided.
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* Impairment of Assets; IAS 36lhe Company’s accumulated development costs retatéke Vindicator
are classified as an intangible asset. The carmnyéhge is tested at least annually for impairmant under
IFRS the Company will need to review for impairment a quarterly basis. The Company will need to
revise its intangible asset impairment review madetomply with IFRS requirements. The Company
currently uses the undiscounted cash flow screeitsirecoverability model under Canadian GAAP.
Under IFRS, an impairment loss is measured as mi@uat by which the carrying amount of an asset
exceeds its recoverable amount, defined as theehifhts fair value less costs to sell and itaueah use.
Value in use is calculated using discounted cashd]

e Construction contracts; IAS 11, The completed contract method is not permitted uhd& 11. The
Company will take IAS 11 into consideration for sdiles contracts that contain multiple deliverables

* Revenue; IAS 18,1AS 18 is under review with a substantially revifemmework expected in 2011 and
2012. The Company will take IAS 18 into considiemratfor all sales contracts and will monitor thatas
of the project to amend IAS 18.

The final phase of the conversion process will be Implement and Review phase, including execuéing
required changes to systems and processes andlfopregparing, reviewing and approving the finahatatements
themselves. This phase will occur through 201thasCompany prepares and issues its initial IFR@nfial
statements. However, the Company does not cuyrerfiect that adopting IFRS will have significamipiications
for its information technology and data systemserimal control over financial reporting, discloswentrols and
procedures or other business activities.

The Company anticipates completing the project onedule. The Company reports quarterly to the Audit
Committee and full board of directors on the statiiss IFRS conversion process.

At this time, the comprehensive impact of the clervgr on the Company’s future financial positiod aasults of
operations is not yet determinable. The Compamtimoes to monitor activities of the Internatiodedcounting
Standards Board and the Canadian Accounting Stdsdaoards as well as Canadian regulatory develogmnen
which may affect the timing, nature or disclosuf@®adoption of IFRS.

There may be significant changes in financial ctodithat may occur, and in the nature and matgyrialf
accounting policy choices that may be made by mamegt, between the present date and the date mw&for
transition to IFRS, which is expected to be Jandar011. No inferences should be made aboutnitigidual or
aggregate effects of the financial statement toSkRtil the Company publishes its opening IFRS rtimdasheet as
at January 1, 2010 and related IFRS 1 disclosuf@ish may not occur until the first quarter of 2011

Disclosure Controls and Procedures and Internal Catnols over Financial Reporting

As a TSX Venture Exchange Issuer, the Company tsrequired to certify the design and evaluationtiod
Company’s disclosure controls and procedures ermial controls over financial reporting, and ther@any has
not completed such an evaluation. Inherent lindtaion the ability of the certifying officers ofettCompany to
design and implement, on a cost-effective basisclaure controls and procedures or internal céntover
financial reporting for the Company may result idiional risks to the quality, reliability, trarsgency and
timeliness of interim and annual filings and othegorts provided under securities legislation.

Share Capital

As at the date of this MD&A, CWL has 80,491,919relsaof common stock issued and outstanding andha@s of
restricted voting shares or preferred stock outbtayy employee and consultant options to purcha6887750
shares of common stock outstanding at prices rgnffimm CDN$0.36 per share to CDN$2.19 per shard, an
compensation options (issued to agents) to purcha®®4,780 shares of common stock outstanding iaegpr
ranging from CDN $0.34 to CDN$1.30 per share. Adsstanding are compensation options (issued ¢mtay
exercisable into 1,038,981 units at a price of CDIS9 per unit. Each unit, if purchased, will benmised of one
common share and one common share purchase waHaokh whole warrant entitles the holder to purehasbject
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to adjustment in accordance with its terms, oné-tfabne common share of the Company at an exepsise of
CDN$0.55 per whole share.

There are 19,892,359 warrants outstanding to pascBz946,180 shares of common stock at pricesmgrfgbm
CDN $0.55 per whole share to CDN $2.20 per whoresh

Shares of the Company's common stock issued rithret re-domestication remain "restricted sec&itiender the
U.S. Securities Act of 1938s amended (the "1933 Act"). In addition, the @any believes it may be deemed to
have previously been an issuer with no or nomiparations and no or nominal assets other thanaraglcash
equivalents for the purposes of Rule 144 unde#88 Act and, as a result, Rule 144 under the 2&33nay not
be available for resales of the Company's commanesh

Risk Factors

Given the speculative nature of the business ofbmpany, an investment in the shares of CWL shoulg be

considered by those persons who can afford altgalof their investment. The risks presented bedbeuld not be
considered to be exhaustive and may not repredleot the risks that the Company may face. It idiched that
these are the factors that could cause actualtsesulbe different from expected and historicaluliss A fuller

description of these and other risks and unceigginthat you should carefully consider are detaifethe Filing

Statement and in the Company’s other public filingdditional risks and uncertainties not preseftipwn to the
Company or that the Company currently deems imnadteray also impair the Company’s business opematidf

any of the risks described below or in the Compamgher public filings occur, the Company’s busmdmancial
condition, liquidity and results of operations abble materially harmed:

(&) The Company has minimal operating history upon this business can be evaluated. As such, the
Company's business and prospects must be considterght of the risks, expenses and difficulties
frequently encountered by companies in the eadgesbf development. Such risks include the eadgest
development of the Vindicator and other laser-basétd sensor products, the Company’s ability to
anticipate and adapt to its marketplace, the gitititattract customers and meet its targeted grgheh,
and the ability to identify, attract and retain Lified personnel.

(b) Because the Company is in an early stage andragdinting new products, the Company's revenues may b
materially affected by the decisions, including itijm and market adoption/acceptance decisions, of a
relatively consolidated customer base.

(c) Certain duties within the Company’s accounting &éindnce departments are not properly segregated due
to the small number of individuals employed in theseas. These deficiencies may be considered & be
significant deficiency in internal control, or a teaal weakness resulting in a more than remoilikod
that a material misstatement of the Company's dnoudnterim financial statements would not be
prevented or detected.

(d) The Company will require additional financing tonéu growth in working capital, to make further
investments, and/or to complete development andchwencial production of its products. The abilitythé
Company to arrange such financing in the futuré dgpend in part on prevailing capital market ctiods
and the financial success of the Company. Thereébeamo assurance that the Company will be sucdessfu
in its efforts to arrange additional financing @tisfactory terms, or at all.

(e) Competition within the markets in which the Compaperates is intense and is expected to increabe in
future as the wind energy market matures. While Goenpany has few known competitors, some have
longer operating histories and may possess grdatancial and marketing resources. There is no
assurance that the Company will be able to respffettively or in a timely manner to the various
competitive factors affecting the industries in glit operates.

() Changes to any of the laws, rules, regulationsadicigs to which the Company is subject could have
significant impact on the Company's business.
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(9)

(h)

(i)

0

(k)

()

Any liability for damages resulting from defects or malfunctions, of the Company's products orepth
costs incurred to remedy problems relating to then@any's products, such as recalls, could be sutfata
and could increase the Company's expenses andnprgravth of its business. The Company's products
will be sold with a warranty, which could exposee tiCompany to significant warranty expenses.
Furthermore, a defect in, or malfunction of, anyttef Company's products could result in tort orreuay
claims. A well-publicized actual or perceived prabl could adversely affect the market's perceptfche
Company's products. This could result in a decrégastemand for the Company's products, which could
have a material adverse effect on its businessnéiial condition, liquidity and results of operaiso

The Company has licensed the technology, which $aha basis of the Vindicator from OADS pursuant to
the terms of the Licensing Agreement. In the ewbat the Company commits a material breach of its
obligations under the Licensing Agreement or madg material misrepresentation in anticipation of
entering into the Licensing Agreement and, afteengang notice of such breach or misrepresentatios,
Company does not cure the relevant breach withity 60) days after receipt of such written notice,
OADS may, at its discretion: (a) terminate the bsieg Agreement; and/or (b) terminate the licenses
granted to the Company under the Licensing Agreérbgngiving written notice of termination to the
Company. In addition, OADS may terminate the LiéegsAgreement in the event of the bankruptcy or
insolvency of the Company. If the Licensing Agresrmnis terminated prior to the expiration of any
licensed patent or copyright, all rights grantedh® Company under the Licensing Agreement shakkee
and revert back to OADS, and the Company shallbeopermitted to thereafter make, use, offer tqg sell
sell, or import any products derived from the lised technology, including the Vindicator.

The Company has not conducted a comprehensiveweafiany of the patent applications that OADS has
filed and cannot verify if the disclosure providiedthe specification of each patent applicatioensbling
and sufficient to obtain enforceable patent rightsuch jurisdiction.

The Company has not conducted a freedom to operatdearance assessment of its ability to use or
exploit the patent rights or technology licensedlamthe Licensing Agreement in any market. Such an
assessment might uncover patent or other rightsedwoy third parties that could delay or halt the
Company's ability to proceed with certain featuvégts products, and if that were the case, the gammy
might not be able to obtain a license to, or desigrund, such third party rights, if any.

The Company is currently highly dependent on OABS rhaintaining and enhancing the technology,
which forms the basis of the Vindicator and anyeotproducts developed by the Company. In the event
that OADS ceases for any reason to provide suchicest or in the event of the termination of thevires
Agreement, the Company may be unable to internatipduct its own research, development and
engineering functions, and may be unable to reatibfactory agreement with any other party to pitevi
such services, which would have a material adveffeet on the Company’s business, results of ojmrsit
and financial condition.

The market for renewable energy products, spedifigand energy technology, is characterized byidap
changing technology, evolving industry standardd arcreasingly diverse and sophisticated customer
requirements. The introduction by competitors ofdurcts, which may use new technology and any
emergence of new industry standards, could maké&tmpany's products obsolete and unmarketable, or
could exert price pressure on the Company's preduict order to succeed, the Company must be able t
anticipate and respond quickly to such changeselygldping or licensing new products or enhancireg pr
existing technology. The Company cannot providaui@swe that it will successfully develop or license
new products or enhance pre-existing technologt, ith products will receive market acceptancehat

the introduction of new products by others will n@nder the Company's technology and products
obsolete. In order to remain competitive, the Comypenay be required to invest significantly greater
resources than is currently projected in reseanchdevelopment and product enhancement effortsshwhi
could result in increased operating expenses.

(m) The Company’s commercial success depends uponbility@o develop or license new or improved

technologies and products, and to successfullyimbtefend or claim under license patent or other
proprietary or statutory protection for these tambgies and products in the U.S., the European tJaiwd
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other countries. The Company will devote significaasources to protecting its proprietary technglagd
the technology licensed to it under the terms @& Licensing Agreement with OADS. However, the
Company may not be able to develop or license oy that is patentable, patents may not be isgued
connection with its pending applications and alldwtaims may not be sufficient to protect its tezlogy

or technology that it licenses from third partiegluding OADS. Furthermore, any patents issuedefiver
owned by, or licensed to, the Company) could bdlehged, invalidated or circumvented and may not
provide proprietary protection or a competitive adtage.

(n) To date, the Company has not manufactured anysopribducts, including the Vindicator, on a high-
volume basis. To meet the quality, price, engimgerdesign and production standards or production
volumes required to successfully mass market itdycts, the Company will have to produce such
products through large-scale, high-volume processesutsource the production of these units to a
qualified outsourcer.

(o) The Company expects that its initial sales willnbade to a concentrated group of customers suchiras w
farm operators, turbine manufacturers and wind ueso assessment operators. The concentration of the
Company's initial sales to a few customers coulétarthe Company more vulnerable to collection rfsk i
one or more of these customers were unable tograthé Company's products. Also, having such aelarg
portion of its total net revenue concentrated ifeva customers could reduce the Company's negdiatin
leverage with these customers.

Additional Information
Additional risk factor discussion can be found e tRisk Factors’ section of the Filing Statementlan the

Company’s continuous disclosure filings, reportsl arther filings with securities commissions and utatpry
authorities in Canada and filed under the Compapsd§ile on SEDAR at on SEDAR atww.sedar.com
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