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

For the three months ended March 31, 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 thedgbrmonths ended March 31, 2010. For the purposéisisof
MD&A, CTW and CWL are sometimes collectively refedrto as the "Company". This MD&A should be read in
conjunction with the consolidated financial statetseof CWL as defined in the unaudited interim fic@l
statements ended March 31, 2010, and the notestohekll statements have been prepared in accoedaiitt
Canadian Generally Accepted Accounting Principt€&AAP”) and are expressed in US dollars. Theseestants
are prepared in accordance with National Instrunteint02F1, and have been reviewed and approvechdy t
Company’s Board of Directors prior to filing andositd be read in conjunction with the Company's sedli
consolidated financial statements and related nageat and for the year ended December 31, 200@hwiave
been prepared in accordance with GAAP, and the @ogip annual Management Discussion and Analysisddat
April 12, 2010. The effective date of this MD&A May 10, 2010, and is current to that date, untghsrwise
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 negatvof those
terms. These forward-looking statements are basezbdain assumptions by management, certain aftwdiie 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 anaeiofactors

and should not be read as guarantees of futurerpeachce 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 futwesults, 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"). Assummtioelating

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 requiresiipnt to applicable securities laws.

Additional risk factor discussion can be found le 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 was incorporated under the laws of the Commaitiveof Virginia on March 18, 2008. CTW operatedaas
unincorporated entity and affiliate of Optical Abata Systems, LLC ("OADS"), a Virginia limited lidiby
company, for the period from its inception (on Jawyul, 2008) to March 17, 2008.

CTW was established as a separate entity on Jadu&908 to develop, manufacture and sell prodoated on
laser Doppler velocimetry technology developed b&DS, including the Vindicator remote laser wind sen
(“Vindicator”). OADS chose to form a new entityrfthese activities effective January 1, 2008, astiher business
activities, primarily contracting services for tbeS. government and others, involved different eomrs, activities
and objectives. The Vindicator is a fiber optisdasensing system that is capable of measurihgimea horizontal
and vertical wind speed and direction data at wayyianges ahead of the sensor location. This sydterated
internally and on the surface of the wind turbirseelle, will sense winds at ranges up to 300 mefftsen the
Vindicator is integrated with a turbine’s contrgisgem, the result is increased efficiency, greptever production
and reduced stress loads on turbine blades andl@ii@omponents, which should reduce maintenaosts cluring
the life of the turbine. CTW's product line alsccindes the Racer's Edge laser wind sensor (“Radedige”), a
hand-held device that provides wind speed and titireeneasurement data for use in sailing, boating ather
sporting events where knowledge of wind conditi@na contributing factor to performance. The texdbgy will
similarly be integrated into other hand-held windeicasting applications.

Pursuant to the terms of an acquisition agreemetwden Bayview Public Ventures Inc. ("Bayview") a@dW
dated September 3, 2008, Bayview acquired all efdhtstanding shares of common stock of CTW throaigh
merger of CTW and a wholly owned subsidiary of Bayw (the "Qualifying Transaction”). For accounting
purposes, the acquisition has been treated as apit@ization of CTW with CTW as the acquirer (Resee
Takeover). On July 30, 2008 and in contemplatiérthe Qualifying Transaction, CTW undertook a pteva
placement of subscription receipts for gross prdsesf (CDN) $15,000,700. Each subscription receipied by
CTW entitled the holder thereof to acquire one shafr common stock of CTW prior to the completiontbé
Qualifying Transaction, which was subsequently exgjfed for one common share of Bayview as part ef th
completion of the Qualifying Transaction. Upon cdetipn of the private placement and the Qualifying
Transaction, there were 38,046,784 shares of comstock of Bayview outstanding. In connection thatbw
Bayview changed its name to “Catch the Wind Ltd.”.

As a result of the completion of the Qualifying msaction, CTW became a wholly owned subsidiary WLC The
Company’s business is carried on in the name ofciCthe Wind, Inc.”. The Company operates in orgorable
segment. Substantially all of the Company’s asse¢slocated in the United States of America. Beeathe
Qualifying Transaction is accounted for as a revg¢akeover, this MD&A is based on the financiakestaents of
CTW.

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, a company whose principal membersameofficer and a director of the Company.

The Company’s activities since inception have cstesi primarily of company formation, capital ragifusiness
development and marketing, prototype manufactuang testing related to the Vindicator and Racerdigdé
products and other organizational activities. date, the Company has not recognized any revenuzsmamenced
its principal commercial operations, and is therefaonsidered to be in the development stagehe ompany’s
continued existence is dependent upon its abitityphtain sufficient financing to transition fromdavelopment
stage to a commercial enterprise and to achievigdgir® operations.

Management of OADS holds a majority of the owngrshterests in OADS and also directly or indireathyns or
controls 25,000,000 common shares, or approximatéBe of CWL. OADS and CWL are, therefore, under
significant influence and OADS is considered atezlaparty for purposes of accounting under CICA diaok
Section 3840 "Related Party Transactions".



Overall Performance
A summary of performance for the three months eidacth 31, 2010 is as follows:

» As adevelopment stage enterprise, the Compangatidecognize revenue for the quarter ended Match 3
2010.

* Net loss from operations for the three month pevied $3,212,774;
» Cash and cash equivalents totaled $6,606,450Marah 31, 2010;
e Capitalized project development costs were $6,8b# at March 31, 2010;

» Total assets were $22,408,588 as at March 31, 2010.

Operating Highlights:

* In March 2010, the Company entered into a salesemgent with one of the world’s leading manufacturer
of wind turbines for the purchase of a Vindicataitu

e« The Company announced in March 2010 that the Winerdy Institute of Canada (WEICan), Canada’s
leading research institute for wind energy systesospleted its final performance testing of a Vaador
beta unit. The Phase Il test results demonstrdtetthe Vindicator was able to successfully conthel
wind turbine rotor direction in alignment with tbecoming wind for increased energy output.

e« The Company announced in January 2010 that witlRéser's Edge product, it was named an official
supplier of the BMW ORACLE Racing team during ttf8r@America’s Cup in February 2010 in Valencia
Spain.

Selected Annual Financial Information
Results of Operations

The table below presents selected financial inféionafor the three months ended March 31, 201020G8. The
information in these tables has been derived from unaudited interim consolidated financial statetmeand
accompanying notes for the three months ended M&ich2010. Each investor should read the following
information in conjunction with those statements aelated notes. The financial information for theee months
ended March 31, 2010 has been prepared by managémeecordance with Canadian GAAP and is expregsed
US dollars.

Three months ended Three months ended

March 31, March 31,
2010 2009

(unaudited) (unaudited)
Statement of Operations Data:
Revenue $ - $ -
Expenses:
Salaries and benefits 890,394 637,246
General and administrative 730,703 285,617
Inventory writedown — Beta units A7 -



Amortization 205,403 20,30

Sales and marketing 48,517 73,732
Consulting fees 110,990 114,451
Professional fees 402,797 40,840
Professional engineering fees 6a3,6 509,011
Research and development 7,7 -
Interest expense, long-term debt 81,693 -
Interest expense, leases 14,436 6,743
Interest income (6,821) -
Foreign currency (gain) loss 167 (3,852)
$ 3,303,189 $ 1,684,095
Loss before non-controlling interest $ (3,303,189) $ (1,684,095)
Non-controlling interest (90,415) -
Net loss and comprehensive loss $ (3,212,774) $ (1,684,095)
Supplemental Financial Data
Loss per share $ (0.06) $ (0.04)
Weighted average number of
shares outstanding 54,883,972 38,046,784
Balance Sheet Data As at March 31, As at Decembet 3
2010 2009
Cash and cash equivalents $ 6,606,45 10,616,065
Working Capital (Current assets less current
liabilities) $ 6,857,509 10,109,972
Total Assets $ 22,408,588 24,964,097
Total Liabilities $ 7,388,602 7,013,519
Total Shareholders’ equity $ 14,224, 17,767,665

Cash Flow Information
Three months ended Three months ended

March 31, 2010 March 31, 2009

Operating activities $ (3,608,868) $ (2,199,680)

Investing activities (317,812) (1,312,605)

Financing activities (82,935) (136,872)

Net cash outflows (4,009,615) (3,649,157)
Cash and cash equivalents, beginning

of period 10,616,065 9,143,767

Cash and cash equivalents, end of
period $ 6,606,450 $ 5,494,610




Revenue

The Company is a development stage company andt lths not recognized any revenues or commensed it
principal commercial operations. However, the Camprecorded $42,000, representing a portion ofstiles
price, as a deposit from a customer during thetquaglated to the sale of a Vindicator.

Expenses

Operating expenses for the quarter ended MarcR@10 were $3,303,189 compared to $1,684,095 foqtizeter

ended March 31, 2009. These expenses consistgelylanf salaries and wages, professional engingefees

associated with the development of the Vindicatonsulting and professional fees, sales and maketkpenses,
expenses associated with the operation of the Ratdty, and general and administrative expens&lso included

in operating expenses for the quarter were invgnioite-downs on the Company’s beta units of $5%,87009—

nil). The increase in operating expenses is atizile to overall growth in the Company since isweatablished in
2008.

Salaries and benefits expense for the quarter entdedh 31, 2010 was $890,394, compared to $637f@4the
quarter ended March 31, 2009. Included in salamesbenefits expense for the quarter ended MatcR@®LO and
2009 is stock option expense of $269,323 and $B27,8espectively. It is expected that salaries bedefits
expense will increase from current levels durin@@@s the Company hires additional human resouocespport
its growth initiatives.

General and administrative expense was $730,70théoquarter ended March 31, 2010 compared to $285pr
the quarter ended March 31, 2009. General and rasingitive expense includes travel costs, repaird a
maintenance, board of directors’ expenses, teleaamwation costs and other office expenses. Thee@se in
general and administrative costs in the first qeraof 2010 as compared to the first quarter of 28Q%imarily due
to growth in travel expenses, which includes castsciated with the Falcon Fifty aircraft.

Inventory valuation adjustments for the Companyisditator beta and Racer’'s Edge beta units forgharter
ended March 31, 2010 totaled $54,377 as the Comppplied the measurement section of CICA SectioBl30
“Inventories”. There were no inventory beta uiitshe quarter ended March 31, 2009. The Compasyréduced
the carrying value of each beta unit to its netizable value, which is the targeted beta unitsaléce. Since the
beta units are being manufactured in the Compdagitity, the costs of these units are higher thémat is expected
when the Company moves into full commercializatian an outsourced production facility. The Company
anticipates more favorable labor rates and voluiseodnts on material purchases upon transfer toutsourced
production facility. It is expected that inventorgluation adjustments will continue through thecs®l quarter of
2010 as the remaining beta units are completed.

Amortization expense was $205,403 for the quaneted March 31, 2010 compared to $20,307 for thetgua
ended March 31, 2009. During 2009, the Compargcated leases for technical equipment requiredtHer
development and manufacture of the Vindicator hetis, and in the quarter ended September 30, d@gan
consolidating the amortization of the Falcon Fétycraft owned by Falcon Fifty LLC, a subsidiarytbé Company.
It is expected that amortization expense will iasein 2010 due to the full-year consolidation aitbn Fifty LLC
and the amortization of capitalized project deveiept costs upon the commencement of commerciaizati

Sales and marketing expense totaled $48,517 fogulaeter ended March 31, 2010 compared to $73,882he
quarter ended March 31, 2009. The decrease i aakk marketing costs in the first quarter of 28§@ompared to
the first quarter of 2009 is due to lower tradevglexpenses. It is expected that sales and marketipgnse will
increase significantly as the Company transitianthé commercialization stage during 2010.

Consulting expense was $110,990 for the quarteeciMarch 31, 2010 compared to $114,451 for thetquanded
March 31, 2009. It is expected that consultingemges will increase during 2010 from current levelsupport
overall business growth initiatives.

Professional fees totaled $402,797 for the quaneed March 31, 2010 compared to $40,840 for tlaeteuended
March 31, 2009. Professional fees include accagrdind legal costs, investor relations, publictiets and other



professional services. The increase in the firstrigu of 2010 compared to the same period lastiggaimarily due
to legal costs, public relations and business dgwaént expenses. It is expected that professferalwill increase
during 2010 as the Company transitions to a comialestage enterprise.

Professional engineering fees for the quarter emdlath 31, 2010 totaled $643,600 compared to $309f6r the
quarter ended March 31, 2009. Professional engmgpdees consist of engineering support costsuding field
installation and production support, charged toGoenpany by OADS. It is expected that professi@mgineering
fees will continue at their current rate throughi@0

Research and development expense was $127,7 Mefguarter ended March 31, 2010 (2009 — nil). Exjense
primarily relates to the Racer’'s Edge product. r€uotly, the Company’s development costs relatedhs
Vindicator are capitalized as project developmersts on the Company’s balance sheet. Those develtpcosts
totaled $406,598 in the first quarter of 2010is léxpected that research and development expahstgnificantly

increase in 2010 when the Company ceases capitafizaf Vindicator project development costs andjibs
expensing them on the consolidated statement ahtipes as it transitions to a commercial stagerpnise.

Interest expense on long term debt was $81,69théquarter ended March 31, 2010 (2009 — nil)erbgt expense
on leases for the quarter ended March 31, 20109442436 compared to $6,743 for the quarter endedtiMal,
2009. During 2009, the Company executed interestibg leases for technical equipment required fog t
development and manufacture of the Vindicator hetis, and in the third quarter began consolidatirtgrest
expense on the long-term debt for the Falcon Hifitgraft owned by Falcon Fifty LLC, a subsidiary tife
Company. It is expected that interest expenseaowititinue to show a significant increase in 201@@spared to
2009, principally due to the long-term debt intéeessociated with Falcon Fifty LLC.

Non-controlling interest for the quarter ended Ma8&1, 2010 was $(90,415). In the third quarter @2, CTW
became a 75% equity owner of Falcon Fifty LLC, atitg created by CTW and Tristar Aviation LLC togvide
aviation management services. Tristar Aviatioa isompany whose members are an officer and a direttthe
Company and is considered a related party. Notrgling interest represents Tristar Aviation's 25%are of
Falcon Fifty LLC’s net loss.

The net loss and comprehensive loss for the quartéed March 31, 2010 was $3,212,774, or $(0.06spare,
compared to a net loss and comprehensive loseiéoguarter ended March 31, 2009 of $1,684,095(@08) per
share.

The Company recorded a valuation allowance agéiesfull value of its future tax assets at March 2010, and
accordingly, did not reflect any future income taenefit in its consolidated statements of loss @mdprehensive
loss for the period.

Project Development Costs - Intangible Assets
At March 31, 2010, the Company had capitalized gobjdevelopment costs of $6,295,884 as compared to

$5,889,286 at December 31, 2009. These expenslitalate to the development of its Vindicator pretdand will
be amortized upon commencement of commercialization



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. Accogijn the
information below is not necessarily indicativere$ults for any future quarter.

(In thousands, U.S.
dollars) Q1lFY10Q4 FY09 Q3 FY09 Q2FY09 QlFY09 Q4FY08 Q3 FY08Q2 FY08

Statement of Operations

Revenue
Net loss (3,213) (4,155)  (3,593)  (2,147) (1,684) (1,469) (477) (244)
Earnings (loss) per share (0.06)  (0.08) (0.07) (0.05)  (0.04) (0.04) (0.02) n/é

Cash Flow Information

Operating activities (3,609) (3,616 (3,189) (3,120) (2,200) (2,015) 500 20"
Investing activities (318) (381) (5,727) (680) (1,313) (1,510) (963) (598)
Financing activities (83) (78) 4,654 17,259 (137) 4, 12,99¢ 48t
Net cash inflow (outflow) (4,010) (4,075) (4,262) 13,459 (3,650) (3,483) 12,53: -
Cash, beginning of period 10,616 14,691 18,953 5494 914 12,67 9: -
Cash, end of period 6,606 10,616 14,691 18,953 5,494 9,14. 12,62 9:

Balance sheet information

Working capital $6,858 $10,110  $14,382 $19,290 $4,879 $7,98 $11,07¢ ($286)
Total assets $22,409 $24,964  $28,593526,826 $11,379  $12,58 $14,54° $1,07(
Shareholders’ equity $14,824 $17,768  $21,31%24,689 $9,456 $11,03. $12,40" ($286)

Liquidity and Capital Resources

At March 31, 2010, the Company'’s principal sourtéquidity was cash and cash equivalents of $6,688. The
Company’s consolidated long-term debt obligatiomsists of Falcon Fifty LLC's note in the amount $4.6
million for the purchase of a Falcon Fifty aircraffhe ten-year note bears a fixed interest rafe Bf% per annum.
One hundred twenty consecutive monthly installmefi#40,649 became due commencing November 1, 2G@9,
a balloon payment of $2,300,000 due with the finatallment. In 2009, the Company executed istebearing
capital leases for technical equipment requiredHerdevelopment and manufacture of the Vindicheta units.

During the quarter ended March 31, 2010, cash usegerating activities was $3,608,868, comparedatsh used
in operating activities of $2,199,681 for the qearended March 31, 2009. The increase in cash usage
operating activities for the first quarter of 20i9 principally attributable to growth in Company rgennel,
professional fees, administrative costs, traveleesps and professional engineering fees as compated same
period last year. The Company is a developmenestagipany and did not recognize any revenue irefariod.



Cash used in investing activities for the quartedesl March 31, 2010 was $317,812, compared to gastl of
$1,312,604 for the quarter ended March 31, 2008edfting activities in the first quarter of 2010 &2@D9 consisted
primarily of product development costs relatinghie development and manufacture of its productdudting the
Vindicator beta units. The Company will cease @diziation and commence amortization of these astsg full
commercialization, which is expected to occur i1@0

Financing activities used cash of $82,935 for tharter ended March 31, 2010, compared to usag&3§,872 for
the quarter ended March 31, 2009. Financing digtsvin the first quarter of 2010 consisted of paps on capital
lease obligations associated with technical equigraed on long-term debt related to the FalcoryFiitcraft.

The Company’s principal uses of cash since incapliave been for the development and manufactureneof
Vindicator and Racer’s Edge beta units, researchdawvelopment costs and capital expenditures. Goirvgard, in
addition to these research and development andatappenditures, funds will be needed for sales marketing,
manufacturing and installation, and general and iadimative activities as the Company enters the
commercialization stage of its development. Utli# Company is able to generate significant revenuwill
continue to rely on equity and debt financing tadlts cash requirements. The Company does not &ayether
commitments for material capital expenditures aber near term. The Company anticipates capitaémdipures
related to commencement of the production and dsyemfithe Vindicator at an outsourced manufactyifiacility

in 2010. There are no other significant capitgdenditures presently contemplated other than adodisd in the
Company’s public filings or as required in connewtivith normal operating requirements.

Financing Transaction

On April 20, 2010, the Company completed a priyv@éeement of 2,576,000 units (the “Units”), eacla girice of
CDN $2.00, generating gross proceeds of CDN $5008R,Each Unit is comprised of one common sharthef
Company and one common share purchase warrant\fherants”). Each whole Warrant entitles the holder
purchase, subject to adjustment in accordance itgitterms, one half of one common share of the Gompmt an
exercise price of C$2.20 per whole share at ang tithin 24 months from the closing of the offering\gents for
the private placement received a commission of 60@%e gross proceeds raised under the offerirsgpat of the
offering, the agents collectively subscribed foraggregate of 150,000 Units of the Company based jprrice per
unit of CDN $2.00, with such Units having the satf@ens and conditions as those issued to purchaseler the
offering.

Pursuant to applicable Canadian securities lavesgttmmon shares and Warrants issued under théngffand the
common shares issuable on exercise of the Warractading those issued to the agents, will be acibfo a four-
month hold period from the closing of the offering/arious entities which together consitute a growhich
collectively have beneficial ownership of, or cartor direction over, directly or indirectly, commahares of the
Company carrying more than 10% of the outstandomgroon shares of the Company, purchased 1,175,086 Un
under the offering, representing approximately 4ff%he offering. The participation of these enstia the offering
constitutes a related party transaction under GanaMultilateral Instrument 61-101 (“MI 61-101"),ub is
otherwise exempt from the formal valuation and mitgapproval requirements of MI 61-101.

Under the terms of the offering, the Company hasedyjthat, subject to confirmation of all applieatdx, corporate
and regulatory matters, on or prior to August 3Q1® the Company will take steps to complete a aate

reorganization that, if completed, would be expadteresult in the removal of the ".s" designatiom its trading

symbol (the "Reorganization"). If the Company fadscomplete the Reorganization on or prior to Astdil, 2010,
the Warrants will be deemed to be automatically maed such that each Warrant will thereupon ertitteholder
to purchase, at any time within 24 months followihg closing of the offering, one common share ptiee of

C$2.20 per share. The Reorganization will be subjecall necessary regulatory and shareholder asp
including the approval of the TSX Venture Exchangd the securities regulatory authorities.

The net proceeds of the offering will be used farttfer development, production and sales of the zow's
product lines and for general corporate purposes.

The Company anticipates a need for additional firag during the 2010 calendar year to accelerategriowth
initiatives.



Commitments, Contingencies and Off-Balance Sheet Aangements

As at March 31, 2010, the Company had no commitenémnt capital expenditures, no contingencies andffio
balance sheet arrangements, except for the offiaeessublease and equipment operating lease didclodNote 9

to the consolidated financial statements. As dlsolosed in Note 9 to the consolidated finandialesnents for the
quarter ended March 31, 2010, the Company has andoment to make guaranteed minimum royalty paymémnts
OADS under the terms of a Licensing Agreement betwiie Company and OADS dated September 3, 2088 (th
"Licensing Agreement").

The Company is occasionally named as a party ifowarclaims and legal proceedings, which arisenduthe
normal course of its business. Although there aamd assurance that any particular claim will tkeoheed in the
Company’s favor, the Company does not believe ttiatoutcome of any claims or potential claims ofchht is
currently aware will have a material adverse eftacthe Company.

Transactions with Related Parties

As noted earlier in this MD&A, CWL and OADS sharemamon 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 ended March28110,
CWL and OADS have executed the Licensing Agreengsgrvices agreement, and a sublease agreemeiftider
and support space. Under the terms of the seraigeement between the Company and OADS datedrSeptes,
2008 (the "Services Agreement"), the Company religen OADS to provide it with engineering, and easé and
development services related to the technologynsed by the Company from OADS under the Licensing
Agreement, as well as general administrative supp@TW has a commitment to make guaranteed minimum
royalty payments to OADS under the terms of theehg&ing Agreement as disclosed in Note 9 of the amtated
financial statements for the quarter ended Marct2810.

As disclosed in Note 9 of the consolidated finahstatements, CTW executed with OADS a subleasewah
agreement (the “Sublease Renewal Agreement”) éffe@ctober 30, 2009. The Sublease Renewal Agreeme
renewed the original sublease agreement (the "Ssibldgreement”) dated September 1, 2008, betwedv &1d
OADS pursuant to which CTW leased certain officd anpport space from OADS for a period of one yedhe
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.

As disclosed in Note 10 to the consolidated finahstatements, in the third quarter of 2009, OADE &€TW
executed a purchase agreement whereby OADS agregdrehase 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 Haeen netted against the development costs asredgoy the
Company’s status as a development stage enterprise.

Transactions recorded under all the agreementseleetthe Company and OADS are measured at the egehan
amount, which is the consideration establishedaamded to by the related parties.

In the third quarter of 2009, CTW became a 75% tgqoivner in Falcon Fifty LLC, an entity created ftire
purpose of providing aviation management servicdse remaining 25% equity interest in Falcon FiftyC is held
by Tristar Aviation LLC, a company whose princigpaémbers are an officer and a director of the Comp@&m
September 21, 2009, Falcon Fifty LLC and its shelddrs executed an agreement to purchase a Faléiyn F
aircraft for $5 million. Falcon Fifty LLC is cordéred a subsidiary of CTW, and accordingly the apens of
Falcon Fifty LLC have been included in the consatid financial statements of the Company. Tritdation’s
proportionate share of Falcon Fifty LLC's net lomsd net assets are identified on the Company'sndiaa
statements as “Non-controlling interest.”
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Due to/from Related Party

At March 31, 2010 and December 31, 2009, the Compaved a balance of $692,952 and $355,685, respégcti
to OADS for labor charges and administrative costsluded in accounts receivable at March 31, 2@hd
December 31, 2009, is a balance of $532 and $27r@gfectively, due from OADS to the Company f@ thst of
materials and third-party consultants paid for ehdif of OADS.

Contractual Obligations and Indebtedness
The Company’s consolidated contractual obligatioekate to long-term debt, guaranteed minimum rgyalt
payments and lease payments as summarized bel@vCdmpany had no other indebtedness or off-balaheet

arrangements as at March 31, 2010.

The table below summarizes the future cash flowireqents for consolidated lease, royalty and lterg: debt
obligations as at March 31, 2010:

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

UJ

Operating leases
$72,867| $47,084| $25,783 - - -

Capital lease obligations $439,907 $181,917 $2H|1  $41,867 . -
Long-term debt $6,934,393 $365,845 $487,793 $437,7$487,793 $5,105,169
Royalties (1) $1,750,000 -$250,000 $500,000 $500,000 $500,000
Total Contractual Obligations $9,197,167| $594,846| $979,699| $1,029,660] $987,793| $5,605,169

(1) Per the Licensing Agreement between the CompadyOADS, the Company will pay to OADS an annuahing royalty
calculated as a percentage on net sales of rogadiuct by the Company or a sublicensee. A gueeahtinimum royalty
payment of $500,000 per year, payable in equaltegwrinstallments, on or before March 31, June S8ptember 30 and
December 31 as an advance for the following qugrpariod, is due each year after the date of fiedé (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 daiéwisen an aggregate of one hundred units of tpyabduct, as defined in the
agreement, have been sold by the Company. As fatyds perpetual and therefore the total obligatcan not be calculated,
this table includes $500,000 for year 2014 in thlermn entitled “2014 and beyond”.

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, ifilzss Combinations”, which replaces former guidaoone
business combinations. This standard establishesiles 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 bustme&ombinations for which the acquisition date nscw after
January 1, 2011, with earlier adoption permitted.

In January 2009, the CICA issued Section 1601,n%0bdated 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
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standards are effective for fiscal years beginoingr after January 1, 2011, with earlier adopfiermitted.

Revenue Recognition

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

“Revenue Arrangements with Multiple Deliverableshis abstract provides updated guidance on whetttiple

deliverables exist, how the deliverables in anragesment should be separated and the considerdtmratad;

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

evidence of selling price, that the entity alloca¢¥enue in an arrangement using estimated sefinges of
deliverables; eliminates the use of residual metand requires an entity to allocate revenue ushregrelative
selling price method; and requires expanded quiatand quantitative disclosures regarding sigaifit judgments
made in applying this guidance. This EIC is effexfor future years beginning on or after Januhrg011. The
Company is currently evaluating the impact the &idopof these new standards will have on its cadattd

financial statements.

Convergence of Canadian GAAP and Internationalrkirsd Reporting Standards

In February 2008, the CICA announced that Canagigiicly accountable enterprises would adopt Irdgomal
Financial Reporting Standards ("IFRS") as issuedth®y International Accounting Standards Board (‘BAS
effective January 1, 2011, including comparatives 2010. IFRS will require increased financial tstaent
disclosure. The transition from current Canadig®AB to IFRS is a significant undertaking that magterially
affect the Company’s reported financial positiord aesults of operations. The Company has commeitsed
planning and transition to IFRS. The Company &cpeding with an IFRS changeover plan in 2010.

Disclosure Controls and Procedures and Internal Catnols over Financial Reporting

As a TSX Venture Exchange Issuer, the Company tsreguired to certify the design and evaluationthod
Company’s disclosure controls and procedures ermial controls over financial reporting, and ther@any has
not completed such an evaluation. Inherent lindtagion 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 iddi&ional 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 57,459,972relsaof common stock issued and outstanding andha@s of
preferred stock outstanding, options to purcha®&73094 shares of common stock outstanding at riaeging
from CDN$0.998 per share to CDN$2.19 per share, @mpensation options (issued to agents) to puechas
2,149,290 shares of common stock outstanding at®1C80 per share. There are, in addition, warraatstanding

to purchase 1,288,000 common shares of the Compaiayn exercise price of CDN $2.20 per share issned
connection with the private placement completed\pril 20, 2010.

Notwithstanding the passage of one year since #te df the Qualifying Transaction, shares of then@any's
common stock remain "restricted securities" untekkS. Securities Act of 1933, as amended (the "1933 Act"), and
will continue to be subject to certain restrictimrstransfer to U.S. persons under U.S. seculdi@s. As such, all
certificates evidencing shares of the Company'snsomstock will continue to bear existing restrietitransfer
legends, and the Company's ticker symbol on the V8iture Exchange will continue to contain a ".8ffig. In
addition, the Company believes it may be deemetht@ previously been an issuer with no or nomiparations
and no or nominal assets other than cash and gasvatents for the purposes of Rule 144 under 8%31Act and,
as a result, Rule 144 under the 1933 Act may naiMadable for resales of the Company's commoneshar

New Board Appointee
In March 2010, the Company appointed Marty Crottyaa independent director of the Company. Mr. @roitl
serve on the Company’s Audit Committee as well tasCorporate Governance and Compensation Committee.

Mr. Crotty is Chief Executive Officer of UpWind Sdilons, an operations and maintenance provideutftity-scale
wind energy projects. Prior to joining UpWind Saduis, Mr. Crotty was President of AES Wind Genemtipart of
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AES Corporation, a global power company. He sels@xecutive Vice President with SeaWest WindPdner
and has more than 20 years of experience in theggrsector. Consistent with the Company’s non-erygxo
director compensation policy, Mr. Crotty was iss@estock option grant consisting of 100,000 sharés. options
have an exercise price of CDN $2.19 based on tiep@ay’s closing share price on the TSX Venture Brge on
March 1, 2010. One third of these options vestetherndate of grant and the remaining two thirdshete options
will vest in equal increments on each of the fanstl second anniversaries of the date of granteXpey date of the
options is March 1, 2020.

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 altsalof their investment. The risks presented bedbauld not be
considered to be exhaustive and may not repredleot the risks that the Company may face. It idiced that
these are the factors that could cause actualtsesulbe different from expected and historicaluliss A fuller

description of these and other risks and unceitginthat you should carefully consider are detaitethe 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 Wthits business can be evaluated. As such, the
Company's business and prospects must be considteright 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-bas#td sensor products, the Company’s ability to
anticipate and adapt to its marketplace, the gtilitattract customers and meet its targeted grleh,
and the ability to identify, attract and retain bified personnel.

(b) Because the Company is in an early stage andragdinting new products, the Company's revenues may b
materially affected by the decisions, includingitimdecisions, of a relatively consolidated custobeese.

(c) Certain duties within the Company’s accounting éindnce departments are not properly segregated due
to the small number of individuals employed in haseas. 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 dnaudnterim financial statements would not be
prevented or detected.

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

(e) Competition within the industries in which the Caang operates is intense and is expected to inciaase
the future as the wind energy market matures. WthideeCompany 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 @it operates.

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

(g) Any liability for damages resulting from defects or malfunctions, of the Company's products oebth
costs incurred to remedy problems relating to tben@any's products, such as recalls, could be suifzta
and could increase the Company's expenses andnprgravth of its business. The Company's products
will be sold with a warranty, which could exposee titompany to significant warranty expenses.
Furthermore, a defect in, or malfunction of, anytted Company's products could result in tort orrevaty
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(h)

(i)

0)

(k)

()

claims. A well-publicized actual or perceived prabl could adversely affect the market's perceptfche
Company's products. This could result in a decrégaslemand for the Company's products, which could
have a material adverse effect on its businessnéial condition, liquidity and results of operaiso

The Company has licensed the technology, which $aima basis of the Vindicator from OADS pursuant to
the terms of the Licensing Agreement. In the evbat 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, afteendng 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 bgieg 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 LiégegsAgreement in the event of the bankruptcy or
insolvency of the Company. If the Licensing Agresrnis terminated prior to the expiration of any
licensed patent or copyright, all rights grantedh® Company under the Licensing Agreement shalkee
and revert back to OADS, and the Company shallbeopermitted to thereafter make, use, offer tq sell
sell, or import any products derived from the lised technology, including the Vindicator.

The Company has not conducted a comprehensivewafiany of the patent applications that OADS has
filed and cannot verify if the disclosure providedhe specification of each patent applicatiorngbling
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 licensediamthe Licensing Agreement in any market. Such an
assessment might uncover patent or other rightsedwry third parties that could delay or halt the
Company's ability to proceed with certain featuvégts products, and if that were the case, the Eamy
might not be able to obtain a license to, or designund, such third party rights, if any.

The Company is currently highly dependent on OADS 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 thevEees
Agreement, the Company may be unable to internatimduct its own research, development and
engineering functions, and may be unable to reatfactory agreement with any other party to pdevi
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 obdurcts, which may use new technology and any
emergence of new industry standards, could mak&dmpany's products obsolete and unmarketable, or
could exert price pressure on the Company's preduiet order to succeed, the Company must be able t
anticipate and respond quickly to such changesegldping or licensing new products or enhancireg pr
existing technology. The Company cannot providauiasge that it will successfully develop or license
new products or enhance pre-existing technologt, ite products will receive market acceptancethat

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 efforts;hwhi
could result in increased operating expenses.

(m) The Company’s commercial success depends uponbilityao develop or license new or improved

technologies and products, and to successfullyimbtdefend or claim under license patent or other
proprietary or statutory protection for these teabgies and products in the U.S., the European tJaiwd
other countries. The Company will devote significessources to protecting its proprietary technglagd

the technology licensed to it under the terms @ ticensing Agreement with OADS. However, the
Company may not be able to develop or license tolyy 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 issuedetivr
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owned by, or licensed to, the Company) could bdlehged, invalidated or circumvented and may not
provide proprietary protection or a competitive axtage.

(n) To date, the Company has not manufactured anysopribducts, including the Vindicator, on a high-
volume basis. To meet the quality, price, engimggrdesign and production standards or production
volumes required to successfully mass market itdyects, 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 uesn 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 ife\va customers could reduce the Company's negdfiatin
leverage with these customers.

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

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