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Special Note Regarding Forward Looking Statements

In addition to historical information, this report contains forward-looking statements within the meaning of Section
27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended.
We use words such as “believe,” “expect,” “anticipate,” “project,” “target,” “plan,” “optimistic,” “intend,” “aim” or similar expressions
which are intended to identify forward-looking statements. Such statements include, among others, those concerning
market and industry segment growth and demand and acceptance of new and existing products; any projections of
sales, earnings, revenue, margins or other financial items; any statements of the plans, strategies and objectives of
management for future operations; any statements regarding future economic conditions or performance; uncertainties
related to conducting business in China, as well as all assumptions, expectations, predictions, intentions or beliefs
about future events. You are cautioned that any such forward-looking statements are not guarantees of future
performance and involve risks and uncertainties, including those identified in Item 1A, “Risk Factors” included herein,
as well as assumptions, which, if they were to ever materialize or prove incorrect, could cause the results of the
Company to differ materially from those expressed or implied by such forward-looking statements.

Although we believe the expectations reflected in the forward-looking statements are reasonable, we cannot guarantee
future results, level of activity, performance, or achievements. Moreover, neither we nor any other person assumes
responsibility for the accuracy or completeness of any of these forward-looking statements. You should not rely upon
forward-looking statements as predictions of future events. We are under no duty to update any of these
forward-looking statements after the date of this report to conform our prior statements to actual results or revised
expectations.

PART I

ITEM 1.                      BUSINESS

Quadrant 4 Systems Corporation (sometimes referred to herein as “Quadrant 4 Systems” or the “Company”) was
incorporated by the Florida Department of State on May 9, 1990 as Sun Express Group, Inc. for the purpose of
obtaining air carrier certification.  The Company’s Board of Directors elected in July, 1993 to suspend certification
efforts, dispose of or abandon existing assets and seek settlement of existing indebtedness.  In July 1994, the Company
completed a sale of its assets to Conquest Sun Airlines Corp. and Air Tran, Inc. (a spin-off subsidiary of Conquest Sun
Airlines Corp.) and remained dormant until August, 2001 when the Company became involved in the motion picture
industry and changed its name to Sun Network Group, Inc.  In June, 2005, the Company became involved in emerging
technologies, primarily VOIP and internet-based CCTV security systems, and changed the Company’s name to
Aventura VOIP Networks, Inc.  In October, 2005 the Company merged with Aventura Holdings, Inc. and adopted that
name.  As Aventura Holdings, Inc., the Company elected to be governed as a “business development company” (or
“BDC”) under sections 55 through 64 of the Investment Company Act of 1940 with the primary focus being the
ownership of its technology assets including the existing VOIP development business and later a company developing
and selling CCTV camera systems for security applications.  The Company operated as a BDC through May 2006
when it filed to un-elect this status.  With the un-election, the Company ceased to be an investment company and
returned to operat ing the businesses of  i ts  subsidiaries .   The Company acquired an interest  in an
automobile-sales-financing company with the rights to acquire a larger interest.  This transaction was later unwound
and the Company returned to its core business in emerging technologies.  On December 24, 2009 the Florida
Secretary of State accepted an amendment to our Articles of Incorporation changing our name to Zolon
Corporation.  This name was chosen based upon certain planned acquisitions which never materialized.  On March 31,
2011, effective April 1, 2011, the Florida Secretary of State accepted an amendment to our Articles of Incorporation
changing our name to Quadrant 4 Systems Corporation. Quadrant 4 Systems Corporation currently offers software
products, platforms, consulting services and solutions involving technologies including Cloud Computing, Mobility
and Social Commerce to small, medium and large enterprise customers.
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The Company has completed the following acquisitions consistent with its business model:

§  The Company acquired the assets of Cornerstone Information Systems, Inc. and Orionsoft, Inc. from Stonegate
Holdings, Inc. effective May 20, 2010.  The assets were previously acquired by Stonegate Holdings from Bank of
America which sold them in accordance with its security agreements.  These assets are now part of Quadrant 4
Consulting, Inc.

§  The Company acquired the assets of Resource Mine, Inc. from Stonegate Holdings effective May 20, 2010.  These
assets are now part of Quadrant 4 Consulting, Inc.

§  The Company acquired the assets of Integrated Software Solutions, Inc. from this company effective July 1, 2010
pursuant to an assignment of the rights to acquire same held by Stonegate Holdings, Inc. and assigned to the
Company.  These assets are now part of Quadrant 4 Consulting, Inc.

§  The Company acquired the assets of Quadrant 4 Solutions (formerly MGL Solutions, Inc.) effective March 1, 2011.

Principal Business

The Company is engaged in the information technology (“IT”) sector as a provider of Software as a Service (SaaS)
based technology products to enterprise customers in addition to custom software development, life cycle
maintenance, outsourcing and consulting services.  In May 2010, the Company acquired certain assets involving IT
consulting.  These acquired assets were greater in size than the existing business assets so the opportunity was treated
by the Company as a material shift in its business model and disclosed in a Current Report on Form 8-K on May 27,
2010.  Information Technology related products and services is now the primary focus of the Company’s business
model.

3
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Business Strategy

The Company focuses on IT and IT Enabled Services (“ITES”) market segments including SaaS based application
platforms, products, solutions and consulting services solutions specific to Healthcare, Retail, and Financial Services
industries.  The Company has adopted this focus to take advantage of recent trends where many US corporations have
deferred upgrading and implementing IT infrastructure projects during the most-recent economic downturn.  As these
US corporations now consider modernizing their IT infrastructure and enterprise software applications, it will be
critical for them to take advantage of new technologies such as Cloud Computing, Mobility and Social Media and
achieve higher efficiency and greater impact on their business performance. The Company believes that there is a
pent-up demand for such IT Solutions and products.  Quadrant 4 Systems Corporation’s solutions include industry
specific SaaS based platforms offering enterprise software applications. Company is focused on integrating advanced
technologies in its platforms and services resulting from convergence of Mobility and Social Media based
e-Commerce. Company’s solutions in many cases utilize Cloud Computing delivery model. In addition to the
technologies and proprietary software company offers, its consulting and implementation services will help these
clients remain efficient and competitive during the recovery time. Company’s approach is to offer new technologies
and platforms while leveraging client’s current infrastructure where possible and help them migrate to more advanced
enterprise IT systems in order to remain efficient and competitive. Company believes it will be able to rapidly grow in
targeted sectors by organic initiatives geared towards developing and deploying new products to its current and new
potential clients.  Company also believes it will be able to attract additional assets, resources, technologies and client
through subsequent acquisitions.  The Company intends to provide its services primarily to enterprises engaged in the,
Healthcare, Retail and Financial Services sectors and a service portfolio comprising, but not limited to:

§  Managed Services through its Software as Service (SaaS) platforms
§  IT Services/Solutions including
§  Software Product Architecture

§  Software Development, Maintenance and Outsourcing
§  IT Consulting

§  Specific industry-focused Software Products and/or Technology

The core strategy utilizes the Company’s  ability to integrate new upcoming technology stack including Cloud
Computing, Social Media, Mobility Management and advanced Data Analytics into clients’ existing IT infrastructure,
software applications and allow them to leverage their investments.  Company has been building expanded expertise
not only in technical areas but also assembling industry and domain specific competence in Healthcare, Retail and
Financial services.  The Company is growing its product portfolio, industry specific solution suites, technology and
business resources and client list through both organic efforts as well as through a carefully designed merger and
acquisition plan. The Company completed three transaction during 2010 and 2011 and successfully integrated
underlying assets, technologies and resources to maintain growth and maturity of its products and services.  While
maintaining the performance of acquired assets and client relationships, the Company has continued to diligently align
the acquired technology and resources in a way that new product development costs are significantly reduced while
improving time to market these new and innovative solutions. Through these acquisitions, company has forged
significant off-shore relationships and established global product development, support and delivery capabilities while
enjoying benefits from low cost overseas labor.

Assets which the Company has acquired so far has provided expertise in the areas of technology consulting and
business-process outsourcing to provide a value-added service to customers of the Company which allows those
customers to maximize their resources and, in turn, create or preserve value.  The Company offers expertise and
insight regarding the use of technology and efficiency of technology, outsourcing and business processes
generally.  The core strategy focuses on the business processes and maximizing utilization of technology and human
capital for our customers but we do not branch out into other areas of consulting unlike certain of our larger
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competitors. Instead, we leverage our current client engagements and acquired technologies and human resources into
developing a set of proprietary technologies and platform that can be offered to enterprise clients as a standard  SaaS
platform or bundled in custom solution.  Our new products based on SaaS model and technology enabled managed
services  will provide sustainable revenue streams and non-liner growth curve in gross margins as deployment grows.
We believe this focus on our core strategy is better for our customers most of whom can realize substantial gains
resulting from the efficiency of our services.

Technology implementation for enterprise clients includes programming services to adopt newer technologies and
update legacy systems for customers with established technology bases. The Company is often able to bundle its
proprietary platform technology as licensed component or provide them with a SaaS solution. In most cases, the
services require substantial hours of technically-skilled service-providers, individuals that we engage as employees
and consultants to offer their talents to our customers.  Customers obtain programming services and consulting
services that might not otherwise be available without the development of an infrastructure and hierarchy to
implement such service-providers into their existing corporate environments. Since the Company has established
global delivery model for implementing technology platforms for its clients, it has a unique advantage of blended cost
structure involving low cost labor from overseas. The Company offers its enterprise clients very compelling business
solutions combining its superior technology platforms and cost effective consulting and services. This allows our
customers to maximize the efficiency by which they can implement, adopt or acquire newer technology and newer
business-process solutions without the hurdles associated with setting up or overseeing such infrastructures and
hierarchies.  Thus, our business model includes both the delivery of our services and the management of the
infrastructure and hierarchy that we have created for such delivery.

4
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In the Financial Services sector, the Company recognizes the changing regulatory environment as well as trends in the
interaction between financial services providers and their customers and the role of technology and business-process
solutions.  We help our customers implement customer-relationship-management tools based on newer trends and
technology.  We also help our customers develop and maintain their technology infrastructure in light of regulatory
factors, more sophisticated investing markets and demands for analysis.

In the Healthcare sector, the Company has identified a number of opportunities that can be addressed through its
expertise and therefore represent marketing opportunities. These opportunities are in part driven by regulatory climate
while both payers and providers are recognizing that new set of technologies can play a key role in achieving
additional cost savings and efficiencies. We have traditionally helped our customers integrate their needs of providing
Healthcare services, managing information, managing preventive health services with the ever-increasing regulatory
framework in which Healthcare services are provided.  Our consulting services help customers deliver Healthcare or
financing for Healthcare to maximize affordability and availability to the patients using technology and
business-processes in the areas of records management, billing, back-office services, HIPAA-compliant information
management systems and service-provision analysis. In year 2011, the Company started leveraging its expertise in the
Healthcare industry and started development of a comprehensive Health Insurance Exchange Platform.  Our Health
Insurance Exchange (HIX) is a SaaS based solution offering key functionalities including insurance enrollment,
qualification, e-Commerce, records management and sharing and interfaces to multiple insurance plans, service
providers and payers/administrators.  As a result, the Company is now in a position to participate in the bidding that
require creating and operating private and government Health Exchanges.

Growth Strategy

The Company has defined a three-prong growth strategy:

§  Continue organic growth through cross selling and upselling existing products and services to its current clients
while opening new accounts

§  Pursue new acquisitions (involving companies and/or businesses) which offer synergistic products and/or services
in our focus areas

§  Leverage its current set of proprietary technologies in conjunction with the M&A strategy and roll out new
solutions in Healthcare, Retail and Financial Services industries. Accelerate deployments of its SaaS application
suites and Cloud Computing product platforms by integrating bolt-on technologies acquired through these M&A
transactions

Subsequent to the year ending December 31, 2010, the Company was able to complete an acquisition and formed its
Solutions division.   This acquisition established a global delivery infrastructure for the Company involving CMM
Level 5 technology development and excellence center involving over 350 offshore resources. Through this
transaction, the Company acquired several strategic client relationships. This transaction demonstrates the
implementation of our growth strategy with an increase in solutions offering as well as delivery infrastructure.
Company was able to accelerate its product development efforts in Cloud Computing and SaaS areas based on the
intellectual properties and technology framework acquired in this transaction. Health Insurance Exchange platform
solution that Company started offering recently is a result of executing on this strategy.   In future transactions, the
Company hopes to continue to acquire profitable and synergistic assets, leverage them into enhancing new product
offering and also maintain a position to grow organically with cross-selling and upselling opportunities.  It is
anticipated that the Company will continue to seek additional acquisitions that are accretive in nature until it reaches a
critical mass.

Competition
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The IT services market has a large number of participants and has segmented themselves into several sectors, which
include Professional Services, Consulting, Application Software, Contract Programming and Equipment companies to
name just a few.  Our direct competitors include, among others, many Tier 1 service providers such as Accenture,
IBM Global Services, Cap Gemini at the global level and numerous small and boutique consulting shops at the local
level.  Additionally, some of our competitors have greater resources than us.  Some of the key principal competitive
factors affecting our market sectors are:

§  Size and strength of balance sheet
§  Credibility and Performance
§  Track record and Reliability
§  Quality of Personnel and
§  Competitive Pricing

5
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Seasonality

We do not expect our operations to be impacted significantly from quarter to quarter by actual or threatened severe
weather events and other factors unrelated to weather conditions, such as changing economic conditions.  There is a
market tradition that rate at which orders for new services are signed or committed slows during the last two months
of the year but the impact of this trend is not as significant given the normal length of sales cycles and the ongoing
billing throughout the year.

Recent Developments

During 2010, the Company acquired significant assets in a transaction as described in our Current Report filed under
Form 8-K on June 2, 2010.  The assets related to the core business of the Company.

The core business remains in the technology sector but, from a focus on implementation of technology involving
primarily hardware, the core business was shifted to consulting and implementation involving primarily software and
systems engineering.  This shift in the core business was described in our Current Report filed under Form 8-K on
May 27, 2010.  The Company continues to manage performance of its acquired assets in providing services in its core
business.  The Company has been able to accelerate development of new SaaS product platforms for Healthcare and
Retail industries by strategically aligning the additional technologies and human resources which were acquired in
earlier M&A transactions.

Raw Materials

Since we are in the business of developing software applications and providing related services, we do not utilize any
significant amount of raw materials. All of the raw materials needed for our business are readily available from
several different suppliers and at market driven prices. We only purchase computers and other software in order to
provide our services and software applications to customers.

Employees

As of June 15, 2012, the Company has 350 full-time employees, of which 9 may be considered members of
management.  Employees are employed on ‘at-will’ basis and are not covered by any employment agreement.  Some of
the employees are treated as independent contractors based on applicable factors such as control and
independence.  None of the employees are represented by a union and the Company believes the relationship with the
employee is good.

Name Changes

On December 24, 2009, the Florida Secretary of State accepted an amendment to our Articles of Incorporation
changing our name to Zolon Corporation (along with a reverse-split of the Company’s common stock calling for the
exchange of each one thousand (1,000) shares presently issued and outstanding for one (1) new share)  Authority for
this action was pursuant to Board authorization as described in the Information Statement filed under Form Def-14C
on November 4, 2009 and mailed to shareholders.  The effective date for this action was March 15, 2010.

On March 31, 2011, the Florida Secretary of State accepted an amendment to our Articles of Incorporation changing
our name to Quadrant 4 Systems Corporation effective April 1, 2011.  Authority for this action was pursuant to the
bylaws of the Company as no change of the shares or relative rights of shareholders was caused.

Reports to Security Holders
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The Company is subject to SEC proxy rules and regulations that require the Company to send proxy statements and
annual reports to its security holders in connection with meetings of its shareholders.  The Company currently
anticipates that it will take shareholder action by majority shareholder consent resolution in lieu of a meeting.  As a
result, the Company will timely send a notice of action taken to its shareholders.  Except for periodic filings with the
SEC, such as those on Forms 8-K, 10-Q and 10-K, which will also be available on the Company's website, the
Company does not intend to provide reports of any other nature to security holders in the foreseeable future.
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ITEM 1A.                   RISK FACTORS

Inclusion of this section is not required of smaller reporting companies.  An investment in our common stock is highly
speculative, involves a high degree of risk, and should be considered only by those persons who are able to bear the
economic risk of their investment for an indefinite period. In addition to other information in this Annual Report on
Form 10-K, you should carefully consider the risks described below before investing in our publicly-traded securities.
The risks described below are not the only ones facing us. Our business is also subject to the risks that affect many
other companies, such as competition, technological obsolescence, labor relations, general economic conditions and
geopolitical changes. Additional risks not currently known to us or that we currently believe are immaterial also may
impair our business operations and our liquidity.

RISK FACTORS

An investment in our securities is highly speculative, involves a high degree of risk and should be made only by
investors who can afford a complete loss of their investment.  You should carefully consider, together with the other
matters referred to in this prospectus, the following risk factors before you decide whether to buy our common stock.

Risks Associated with Our Business and Industry

The markets in which we operate are highly competitive and we may be unable to compete successfully.

The IT consulting market sector is intensely competitive. Our competitors in the United States and elsewhere are
numerous and include, among others, major multinational consulting companies, specialized “boutique” firms and other
companies.    Many of our competitors have and employ greater financial and other resources, including larger
marketing and sales organizations. The Company's lack of resources may limit its flexibility to pursue transactions as
compared with its competitors.    Our competitors may successfully sell their services on a more effective or less
costly basis than the services we are offering rendering our services noncompetitive.  In order to be competitive, it
may be necessary for us to offer services on more attractive transaction terms than otherwise might be the case. These
factors may prevent us from ever becoming profitable.

Unfavorable economic and market conditions and reduced spending on information technology projects may lead to a
decreased demand for our services and solutions and may harm our business, financial condition and results of
operations.

We are subject to the effects of general global, economic and market conditions. Recent events in the financial market
may have an impact on our business. To the extent that our business suffers as a result of such unfavorable economic
and market conditions, our operating results may be materially adversely affected. In particular, many enterprises may
reduce spending in connection with upgrading and updating their IT systems.  Budgets for IT-related expenditures are
often cyclical in nature, with generally higher budgets in times of improving economic conditions and lower budgets
in times of economic slowdowns. In addition, even at times when budgets for technology-related capital expenditures
are relatively high, our clients may, due to imminent regulatory or operational deadlines or objectives or for other
reasons, prioritize other expenditures over the solutions that we offer.  Some of our sales will represent upgrades or
renovations of existing solutions installed by others which allows for discretionary spending decisions by existing
facilities when faced with retaining an existing solution.  Customer purchase decisions may be significantly affected
by a variety of factors, including trends in spending for IT, market competition, capital expenditure prioritization,
budgeting and the viability or announcement of alternative technologies. Furthermore, even when IT is a priority,
prospective customers that made significant investments in other solutions would incur significant costs in switching
to solutions and services such as ours. If these industry-wide conditions exist, they may have a material adverse
impact on our business, financial condition and results of operations.
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The market segments in which the Company intends to focus on are subject to various macro and micro economic
trends, which will have an effect on our clients’ ability and desires to utilize our services.

We provide our services to companies who operate primarily in three market segments.  Thus, the trends and
economic conditions affecting businesses in those market segments will have an effect on our clients which will, in
turn, affect their abilities and desires to utilize our services.  Growth in business in those markets will have a positive
effect on our company but stagnation in those markets may tend to limit the needs and desires of companies in those
markets to seek out services such as those provided by companies such as ours.

The Company has larger contracts with significant risks based on the comparative size of the contracts.

While no single customer represents more than 10% of the revenue of the Company, the aggregate value of the five
largest customers of the Company represents approximately 20% of the total revenue of the Company.  During 2011,
the Company had approximately 10% of its revenues from Eastman Kodak which filed for bankruptcy, putting at risk,
the possibility of collection of amounts from this single customer.  The Company was able to deploy those consultants
working for this customer into other projects but the suspension of collection from this client represents an additional
risk factor.  Loss of more than one of these larger customers would have a material impact on the revenue of the
Company.  This represents a concentration of revenue sources given that some of these customers are in the same
industry as one another and subject to the trends of their industry.

7
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We face additional risks when providing large-scale, multi-faceted projects.

Some of the projects for which we offer our services and solutions through our Quadrant 4 Solutions subsidiary are
large-scale and multi-faceted developments. Quadrant 4 Solutions provides the design and architecture, planning and
implementation of IT services on an enterprise-wide basis involving great complexity. The larger and more complex
such projects are, the greater the risks associated with such projects.  These risks may include our exposure to
penalties and liabilities resulting from a breach of contract, our ability to fully integrate our services or solutions with
third party services and complex environments.  Large-scale and multi-faceted projects may require us to engage
subcontractors with specialization or additional manpower that we do not have rendering us dependent upon those
subcontractors for the successful and timely completion of such projects.    Also, we may be held liable for the failure
of our subcontractors, from whom we may have no recourse.    In addition, there fluctuations in cash collection and
revenue recognition with respect to such projects may be more significant as a result of the size of these projects.

Operating internationally will expose us to additional and unpredictable risks.

We intend to sell our services and solutions throughout the world and intend to penetrate international markets. A
number of risks are inherent in international transactions. Our future results could be materially adversely affected by
a variety of factors including changes in exchange rates, general economic conditions, regulatory requirements, tax
structures or changes in tax laws, and longer payment cycles. International sales and operations may be limited or
disrupted by the imposition of governmental controls and regulations, export license requirements, political instability,
trade restrictions, changes in tariffs and difficulties in managing international operations. We cannot assure you that
one or more of these factors will not have a material adverse effect on our international operations and, consequently,
on our business, financial condition and results of operations.

Contracts in our industry, including those we employ with our customers tend to be conditioned on performance or
results or other milestones and allow for termination with little or no notice or penalty.    Termination of a contract
could negatively impact our revenues and profitability.

The typical terms of contracts in our industry expose us to risks of performance, completion and failure to maintain
efficient delivery of our services.  Certain contracts with our customers may include fixed pricing or other negotiated
terms where the risks associated with completion in a timely manner or with a specified number of hours is assumed
by us.    If we are unable to complete the projects within the proper timeframe or under other negotiated terms, we
could be required to expend additional hours or incur additional costs to complete the projects.  Other contracts may
be based on competitive bidding for which we assume certain costs with no assurance that we will be able to perform
within the parameters on which we based our pricing. Failure to meet these terms could obligate us to continue work
without additional revenue or with a reduced margin or at a loss.  Our failure to finish projects, meet milestones or
satisfy customer issues during a project could result in termination of a project or a relationship with a customer which
would result in both reduced revenue and unutilized resources due to employees and consultants being idled as a result
of such termination.

We depend on market acceptance to sell our services and a lack of acceptance would depress our sales. The quality of
our services for past and current projects determines our reputation in our industry and has a direct effect on our
ability to market our services for future projects.

The companies which engage us to provide services will determine whether our services are successfully deployed. 
There are no independent factors and the projects are typically unique to the client but the results, increased efficiency,
better utilization of IT with the client-company and better acceptance by their consumers, for example, are bases on
which the quality of services we provide are judged and on which our reputation is established.  The risk associated
with the quality of services we provide is the effect on our reputation and future ability to successfully market our
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services.    While we endeavor to provide the highest quality of our services to each customer, there can be no
assurance that we will always be successful in this regard.  Our engagements with our customers are generally related
to a specific job or task or project without assurance of any subsequent engagements; therefore, market acceptance can
often determine whether we are retained by a previous customer for a new project.

Incorrect or improper use of our services or failure to properly provide training, consulting, implementation, and
maintenance services could result in negative publicity and legal liability.

Programming services and other services provided by our subsidiary, Quadrant 4 Consulting, have limited liability
and management of the projects is typically retained by the client company.  As our Company expands our business in
large-scale projects and design/architecture and implementation projects under the business model of Quadrant 4
Solutions, we take on liability for the quality of our work.  Our services and solutions under the business model of
Quadrant 4 Solutions are complex and are deployed in a wide variety of companies.  The failure of our consultants or
employees to provide quality services could result in adverse results which could create problems for our customers
both in their operations and their obligations to others resulting in claims of liability made on our Company by such
customers.
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We offer our services based on the most up-to-date technology and must stay abreast of current and future
technological innovations to remain competitive.

We are frequently engaged to implement newer technologies within a client company’s existing technologic
infrastructure and we are expected to utilize the newest innovations with updates and improvements compared with
technology and programming even as little as months or weeks old.    If we are unable to stay current with evolving
technology and programming methodologies or software, we will be unable to offer competitive services to our
customers.  Our expertise must include both the evolution in technological products and services as well as the
industries to which we strive to service.  Our business will suffer if we fail to anticipate and develop new services and
enhance existing services in order to keep pace with rapid changes in technology and in the industries on which we
focus.

Our ability to grow and compete in the future will be adversely affected if adequate capital is not available or not
available on favorable terms.

The ability of our business to grow and compete depends on the availability of adequate capital, which in turn depends
in large part on our cash flow from operations and the availability of equity and debt financing. We cannot assure you
that our cash flow from operations will be sufficient or that we will be able to obtain equity or debt financing on
acceptable terms or at all to implement our growth strategy. As a result, we cannot assure you that adequate capital
will be available to finance our current growth plans, take advantage of business opportunities or respond to
competitive pressures, any of which could harm our business.

Increases in market interest rates may increase our cost of operations.

An increase in interest rates would make it more expensive to use debt to finance our operations.  As a result, a
significant increase in market interest rates could increase our cost of capital, which would reduce our net income.

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

The nature of our business model is that the Company is wholly dependent on the diligence and skill of our
management, acting under the supervision of the Company's board of directors to carry out and execute on our
business model.  We are reliant on our management for both general business skills such as negotiation and financial
analysis and also applying these skills to the specific needs of the Company and adapting these skills to the business
model.  We may also, from time to time, engage outside consultants and professionals known to management to assist
in these needs but we will be reliant on management in evaluating and monitoring such outside consultants and
professionals.

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

The senior management team will evaluate, structure and negotiate terms and close contracts including acquisitions
and monitor and manage contracts and subsidiaries and their abilities to perform these functions as members of
management will have a significant impact on our future success.    The lack of experience of our senior management
team in managing a public company in this market sector under such constraints may hinder the ability of the
Company to realize the maximum value of those new business relationships and, as a result, maximize our business
objectives.  We will be wholly dependent for the selection, structuring, closing and monitoring of new business
relationships on the diligence and skill of our management, acting under the supervision of the Company's Board of
Directors.  None of these individuals has substantial experience (based on an assumption for purposes of this
paragraph as experience resulting from practice for more than a few years) working with one another.    In addition,
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we may engage outside consultants and professionals known to management to assist in evaluating and monitoring
portfolio companies and maintaining regulatory compliance.

While we believe that our management possesses certain fundamental business skills that will increase the likelihood,
on the part of the Company, to succeed, our management team does not have “years of experience” working together in
the operation and management of a company in this market segment and might be considered as inexperienced when
it comes to the both the day to day operations and the pursuit and negotiation of strategic business relationships.  The
Company intends to rely on the general skills and business acumen of its management team as well as engaging other
professionals and consultants from time to time to increase its likelihood of success but there can be no assurance of
such success.

9
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We may not be able to successfully manage our growth, which could lead to our inability to implement our business
plan.

Our growth is expected to place a significant strain on our managerial, operational and financial resources, especially
considering that we currently have a relatively small management team.  Further, as we enter into additional contracts,
we will be required to manage multiple relationships with various consultants, businesses and other third parties.
These requirements will be exacerbated in the event of our further growth or in the event that the number of
employees and contracts dramatically increase. There can be no assurance that our systems, procedures and/or
controls will be adequate to support our operations or that our management will be able to achieve the rapid execution
necessary to successfully implement our business plan. If we are unable to manage our growth effectively, our
business, results of operations and financial condition will be adversely affected, which could lead to us being forced
to abandon or curtail our business plan and operations.

Our success depends largely upon our highly skilled technology professionals and our ability to hire, attract, motivate,
retain and train these personnel.

Our ability to execute projects, maintain our client relationships and obtain new clients depends largely on our ability
to attract, train, motivate and retain highly skilled technology professionals and consultants. If we cannot hire,
motivate and retain personnel, our ability to bid for projects, obtain new projects and expand our business will be
impaired and our revenues could decline.  We believe that there is significant worldwide competition for skilled
technology professionals. Additionally, technology companies have recently increased their hiring efforts. Increasing
worldwide competition for skilled technology professionals and increased hiring by technology companies may affect
our ability to hire an adequate number of skilled and experienced technology professionals and may have an adverse
effect on our business, results of operations and financial condition. 

We draw on the international pool of qualified programmers and other technicians to provide the services offered by
our Company.  In some cases, we are forced to hire individuals from other countries under the H1-B visa programs
and competition for these visas is significant.  Additionally, changes in the immigration policies of the United States
such as the H1-B program for granting work visas to qualified professionals and technicians could have a material
effect on our ability to hire and retain enough qualified professionals and technicians.

In addition, the demands of changes in technology, evolving standards and changing client preferences may require us
to redeploy and retrain our technology professionals. If we are unable to redeploy and retrain our technology
professionals to keep pace with continuing changes in technology, evolving standards and changing client preferences,
this may adversely affect our ability to bid for and obtain new projects and may have a material adverse effect on our
business, results of operations and financial condition.

We have provided for certain limitations of liability and indemnifications of our management.  We indemnify officers
and directors to the maximum extent permitted by Florida law.

Our articles of incorporation provide for indemnification of directors, officers, employees and agents of the Company
to the full extent permitted by Florida law.  While limitations of liability and indemnification are themselves limited
by both Federal and state laws and evolving case-law involving corporation management, the Company has instituted
provisions in its bylaws indemnifying, to the extent permitted, against and not making management liable for, any loss
or liability incurred in connection with the affairs of the Company, so long as such loss or liability arose from acts
performed in good faith and not involving any fraud, gross negligence or willful misconduct. Therefore, to the extent
that these provisions provide any protection to management, that protection may limit the right of a shareholder to
collect damages from members of management.  Members of management are required to exercise good faith and
integrity in handling the affairs of the Company.
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Risks Associated with Investing in Our Common Stock Generally

Investing in our stock is a highly speculative investment.

Ownership of our common stock is extremely speculative and involves a high degree of economic risk, which may
result in a complete loss of your investment.  Only persons who have no need for liquidity and who are able to
withstand a loss of all or substantially all of their investment should purchase our common stock. Further, the business
strategy we are pursuing may result in a higher amount of risk than alternative investment options and volatility or
loss of value.  The Company is pursuing a growth strategy which may be considered speculative and aggressive, and
therefore, an investment in our shares may not be suitable for someone with low risk tolerance.
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For the year ended December 31, 2011 our revenue was $29,141,433.  Although we believe that we are adequately
capitalized to carry out our business plan (subject to the risks inherent in such plan), there can be no assurance that we
have sufficient economic resources or that such resources will be available to us on terms and at times that are
necessary or acceptable, if at all. There is no assurance that our future revenues will ever be significant or that our
operations will continue to be profitable.

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

We are a relatively new company entering a highly competitive marketplace of investment
opportunities.  Consequently, this investment may be marketable only to a limited segment of the investing public. 
The Company believes those similar small companies which are newer and have a small capitalization offer
significant potential for growth, although such companies generally have more limited product lines, markets, market
share and financial resources than larger or more established companies.  The securities of such companies, if traded
in the public market, may trade less frequently and in more limited volume than those of more established or larger
companies.  Additionally, in recent years, the stock market has experienced a high degree of price and volume
volatility for the securities of newer companies with small capitalization. In particular, newer companies with small
capitalization which trade in the over-the-counter markets have experienced wide price fluctuations not necessarily
related to the operating performance of such companies.

The Company has a limited operating history focusing on our current business strategy which you can use to evaluate
us, making share ownership in our company risky.  There is little in our past performance to predict future results.  We
have historically incurred losses and additional losses may be incurred in the future.  Investors should not rely solely
on projections or opinions.

While the Company is currently indicating positive earnings, we have had prior periods in which the Company lost
money which may affect market perception.  No assurances can be given that we will be successful in maintaining
profitable operations.  We expect to continue to incur costs associated with acquisitions and absorption of acquired
assets during the next twelve to eighteen months in order to pursue our business model.

As a result of our lack of operating history, and the other risks described in this Prospectus, we may be unable to
accurately forecast our revenues.  Our future expense levels are based predominately on our operating plans and
estimates of future revenues, and to a large extent are fixed. We may be unable to adjust spending in a timely manner
to compensate for revenues that do not materialize.  Accordingly, any significant shortfall in revenues or lack of
revenue would likely have an immediate material adverse effect on our business, operating results and financial
condition.  Our ability to generate revenues will depend upon many factors.  We will be required to build our business
by implementing operational systems, hiring additional employees, developing and implementing a marketing and
sales strategy and implementing our technology applications.  Our expenses will initially exceed our revenues and no
assurances can be made that we will become profitable or provide positive cash flows.

The Company has not authorized any party to make any projections or express any opinion concerning future events
or expected profits or losses, except as set forth in its statements and other documents filed with the Securities and
Exchange Commission.    Opinions of possible future events are based upon various subjective determinations and
assumptions.  All projections by their very nature are inherently subject to uncertainty; accordingly, a prospective
investor will be subject to the risk that any such projections will not be reached, that any such underlying assumptions
may prove to be inaccurate.  Opinions, whether written or oral, which differ from the data provided to those
documents are not authorized and should not be relied upon by investors in making decisions about investing in,
buying of selling the stock of the Company.  Furthermore, while members of the Company’s management have
significant business experience, they have not previously been involved in the development of a public company in a
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business specifically similar to the Company.  Therefore, projections and opinions about the prospective success of
the Company contained in documents filed with Securities and Exchange Commission or otherwise authorized by the
Company are based solely on the judgment of and assumptions made by the Company's management on which to
estimate the volume of sales and the amount of revenues that the Company's planned operations may generate, or
regarding other aspects of the planned operations of the Company.

Our common stock price may be volatile.

The trading price of our common stock may fluctuate substantially. The price of the common stock may be higher or
lower than the price you pay for your units, depending on many factors, some of which are beyond our control and
may not be directly related to our operating performance.  The trading price of our shares has experienced significant
volatility in the past and may continue to do so in the future.  Unfavorable changes, many of which are outside of our
control, could have a material adverse effect on our business, operating results, and financial condition.  These factors
include, but are not limited to, the following:

§  price and volume fluctuations in the overall stock market from time to time including market conditions in the
industry and the general state of the securities markets, with particular emphasis on the technology sectors of the
securities markets

§  announcements of technological innovations, development of or disputes concerning our intellectual property
rights, customer orders, earnings releases or new services by us or our competitors

§  actual or anticipated changes in our earnings or fluctuations in our operating results or changes in the expectations
of securities analysts

§  general economic conditions and trends
§  loss of a major funding source
§  departure of key personnel 
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Our Common Stock is not traded on a National Exchange but rather the price is quoted on the OTC Bulletin Board
which generally may not offer the same liquidity as exchange-traded securities.

Our common stock is quoted on the OTC Bulletin Board. The OTCBB quotation service is an inter-dealer,
over-the-counter market that provides significantly less liquidity than the NASDAQ Stock Market or national or
regional exchanges.    Securities traded on the OTCBB quotation service are typically thinly traded, highly volatile,
have fewer market members and are not followed by analysts.    The SEC's order handling rules, which apply to
NASDAQ-listed securities, do not apply to securities quoted on the OTCBB quotation service.  Quotes for stocks
included on the OTCBB quotation service are not listed in newspapers.  Therefore, prices for securities traded solely
on the OTCBB quotation service may be difficult to obtain and holders of our common stock may be unable to sell
their shares at acceptable prices.

We are subject to penny stock regulations and restrictions and you may have difficulty selling shares of our Common
Stock.

Our Common Stock is subject to the provisions of Section 15(g) and Rule 15g-9 of the Exchange Act, commonly
referred to as the “penny stock rule.” Section 15(g) sets forth certain requirements for transactions in penny stock, and
Rule 15g-9(d) incorporates the definition of “penny stock” that is found in Rule 3a51-1 of the Exchange Act. The SEC
generally defines a penny stock to be any equity security that has a market price less than $5.00 per share, subject to
certain exceptions. The Company is subject to the SEC’s penny stock rules.

Since our Common Stock is deemed to be penny stock, trading in the shares of our Common Stock is subject to
additional sales practice requirements on broker-dealers who sell penny stock to persons other than established
customers and accredited investors. “Accredited investors” are persons with assets in excess of $1,000,000 (excluding
the value of such person’s primary residence) or annual income exceeding $200,000 or $300,000 together with their
spouse. For transactions covered by these rules, broker-dealers must make a special suitability determination for the
purchase of such security and must have the purchaser’s written consent to the transaction prior to the purchase.
Additionally, for any transaction involving a penny stock, unless exempt the rules require the delivery, prior to the
first transaction of a risk disclosure document, prepared by the SEC, relating to the penny stock market. A
broker-dealer also must disclose the commissions payable to both the broker-dealer and the registered representative
and current quotations for the securities. Finally, monthly statements must be sent disclosing recent price information
for the penny stocks held in an account and information to the limited market in penny stocks. Consequently, these
rules may restrict the ability of broker-dealer to trade and/or maintain a market in our Common Stock and may affect
the ability of the Company’s stockholders to sell their shares of Common Stock.

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

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

As calculated by SEC rules of beneficial ownership, StoneGate Holdings, Inc., Dandawate Irrevocable Trust,
Lionsgate Irrevocable Trust (a family trust controlled by the wife of our chief executive officer), and certain holdings
imputed to our officers and directors beneficially owned approximately 29.97% of our common stock as of June 15,
2012. Accordingly, while there are no formal relationships between these owners, we recognize that if any
relationships would evolve, power would be concentrated in a group which would collectively have the ability to
significantly influence or determine the election of all of our directors or the outcome of most corporate actions
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requiring stockholder approval. They may exercise this ability in a manner that advances their best interests and not
necessarily those of our other stockholders.

Additionally, most shareholders vote with management and, as a result, the directors and officers would likely
exercise control over all matters requiring stockholder approval, including the election of directors and approval of
significant corporate transactions.    Shareholder actions adverse to management require organized voting to overcome
this trend and a concentration of ownership not allied with a shareholder effort adverse to management may have the
effect of delaying or preventing a change in control of the Company or forcing management to change its operating
strategies.
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We face corporate governance risks and negative perceptions of investors associated with the fact that we currently
have a limited board.

Our current management has significant control over our business direction.  The absence of a diverse board with a
complement of independent members available to second and/or approve related party transactions involving our
management, including compensation and employment agreements with management and the oversight of our
accounting functions, poses certain risks but also perceptions of management by the investing community.  Investors
may perceive that, because independent directors do not comprise the majority of our board in order to approve related
party transactions involving management and a limited number of directors are available to approve our financial
statements that such transactions are not fair to the Company and/or that such financial statements may contain errors. 
The price of our common stock may be adversely affected and/or devalued compared to similarly sized companies
with multiple officers and directors due to the investing public’s perception of limitations facing our company due to
the fact that we only have a limited board of directors.

Provisions of our charter documents could discourage an acquisition of our Company that would benefit our
stockholders and may have the effect of entrenching, and making it difficult to remove, management.

Provisions of our Certificate of Incorporation and By-laws may make it more difficult for a third party to acquire
control of us, even if a change in control would benefit our stockholders. In particular, shares of our preferred stock
may be issued in the future without further stockholder approval and upon such terms and conditions, and having such
rights, privileges and preferences, as our Board of Directors may determine, including, for example, rights to convert
into our common stock. The rights of the holders of our common stock will be subject to, and may be adversely
affected by, the rights of the holders of any of our preferred stock that may be issued in the future. The issuance of our
preferred stock, while providing desirable flexibility in connection with possible acquisitions and other corporate
purposes, could have the effect of making it more difficult for a third party to acquire control of us. This could limit
the price that certain investors might be willing to pay in the future for shares of our common stock and discourage
these investors from acquiring a majority of our common stock. Further, the existence of these corporate governance
provisions could have the effect of entrenching management and making it more difficult to change our management.

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

The Company is allowed by its articles of incorporation and/or by-laws to pay dividends to its stockholders. However,
there can be no guarantee the Company will have sufficient revenues to pay dividends during any period. The
Company has never declared or paid any cash dividends on its common stock. We intend to make distributions at
some point in the future to our stockholders out of assets legally available for distribution. However, for the
foreseeable future, the Company intends to retain any earnings to finance the development and expansion of its
business, and it does not anticipate paying any cash dividends on its common stock in the immediate future.  We
cannot assure you that we will achieve investment results that will allow or require any specified level of cash
distributions or year-to-year increases in cash distributions.  Any future determination to pay dividends will be at the
discretion of the Board of Directors and will be dependent upon then existing conditions, including the Company's
financial condition and results of operations, capital requirements, contractual restrictions, business prospects, and
other factors that the Board of Directors considers relevant.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This annual report contains forward-looking statements.  We have based these forward-looking statements on our
current expectations and projections about future events.  These statements include, but are not limited to, statements
relating to our business strategy, which is based upon our interpretation and analysis of trends in the information

Edgar Filing: Quadrant 4 Systems Corp - Form 10-K

24



technology industry, especially those related to computer systems and computer programming. This strategy assumes
that the Company’s principal services will prove useful for assisting in the updating and upgrading of the information
technology needs of its clients. This strategy also assumes that we will be able to raise the capital necessary to finance
the further development and commercialization of our products.

These statements may be found in the sections of this prospectus titled “Risk Factors,” “Management’s Discussion and
Analysis and Results of Operations,” and “Description of our Business,” as well as in this report generally.  Actual results
could differ materially from those anticipated in these forward-looking statements as a result of various factors,
including all the risks discussed in “Risk Factors” and elsewhere in this prospectus.
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In addition, statements that use the terms “can,” “continue,” “could,” “may,” “potential,” “predicts,” “should,” “will,” “believe,” “expect,”
“plan,” “intend,” “estimate,” “anticipate,” “scheduled” and similar expressions are intended to identify forward-looking
statements.  All forward-looking statements in this report reflect our current views about future events and are based
on assumptions and are subject to risks and uncertainties that could cause our actual results to differ materially from
future results expressed or implied by the forward-looking statements.  Many of these factors are beyond our ability to
control or predict.  Forward-looking statements do not guarantee future performance and involve risks and
uncertainties.    Actual results will differ, and may differ materially, from projected results as a result of certain risks
and uncertainties.  The risks and uncertainties include, without limitation, those described under “Risk Factors” and
those detailed from time to time in our filings with the SEC, and include, among others, the following:

§  Our limited operating history
§  The degree and nature of our competition

§  Our ability to employ and retain qualified employees
§  The characteristics of being competitive in our industry, including attracting and maintaining clients for our
consulting services, offering consulting services that include current and future IT services and IT needs of our
clients and maintaining financing arrangements to meet payroll and costs associated with our growth strategy

§  The other factors referenced in this prospectus, including, without limitation, under the sections titled “Risk Factors,”
“Management’s Discussion and Analysis and Results of Operations,” and “Description of our Business.”

These risks are not exhaustive.  Other sections of this prospectus may include additional factors which could adversely
impact our business and financial performance.  Moreover, we operate in a very competitive and rapidly changing
environment.  New risk factors emerge from time to time and it is not possible for our management to predict all risk
factors, nor can we assess the impact of all factors on our business or the extent to which any factor, or combination of
factors, may cause actual results to differ materially from those contained in any forward-looking statements.  Given
these risks and uncertainties, investors should not place undue reliance on forward-looking statements as a prediction
of actual results.  These forward-looking statements are made only as of the date of this prospectus.  Except for our
ongoing obligation to disclose material information as required by federal securities laws, we do not intend to update
you concerning any future revisions to any forward-looking statements to reflect events or circumstances occurring
after the date of this prospectus.

ITEM 1B.                      UNRESOLVED STAFF COMMENTS

Not applicable

ITEM 2.                      PROPERTIES

We do not own any real estate or other physical properties material to our operations.  The Company and its wholly
owned subsidiaries operate from leased space. Our executive offices are located at 2850 Golf Road, Suite 405, Rolling
Meadows, Illinois 60008, and our telephone number is (732) 798-3000. We operate and develop IT and business
process software consulting solutions in leased space at our locations at 860 Route 1 North, Suite 203, Edison, New
Jersey and 666 Plainsboro Road, Suite 1236, Plainsboro, NJ 08536.  We believe that our properties have been
adequately maintained, are generally in good condition, and are suitable and adequate for our business.  The Company
owns no other real estate in part or in whole.
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ITEM 3.                      LEGAL PROCEEDINGS

In July 2011, a claim was made against the Company seeking payment of an "exclusivity fee" and other expenses
arising from a proposed receivable financing and acquisition financing arrangements.  The plaintiff is seeking a
$500,000 fee for issuance of a term sheet for financing which was ultimately not provided and which the Company
contends was not available because the plaintiff was unable to deliver.  The amount sought appears in all respects to
be an excessive penalty relative to the financing which penalties are not generally enforced by courts.  The Company
believes that this particular claim is without merit and intends to vigorously defend this action.  The Company has also
filed a counterclaim relating to the improper nature of the litigation.  The case and all claims are still pending; no final
date has been set for trial or other adjudication.

On October 20, 2011, the Company was named in as a defendant in an action in Dallas, Texas in a claim against
Stonegate seeking repayment of a loan of $500,000 from Stonegate.  The Company contends that the shares offered to
the investor by the shareholder of the Company are the responsibility of that shareholder.  As the claim involves
shares of the Company owned by Stonegate, the Company believes the claim is without merit and intends to
vigorously defend this action, and an allowance of $500,000 has been provided against the note payable to the seller
(Stonegate).  The case and all claims are still pending; no final date has been set for trial or other adjudication.

The Company is presently a defendant in two actions in San Mateo, California and Louisville, Kentucky where each
plaintiff has sought approximately $20,000 in unpaid amounts for prior services MGL Americas Inc., and Resource
Mine, Inc., but the Company disputes that it assumed any obligations to either of the plaintiffs in the purchase of those
assets and intends to defend itself in both actions.  Each case and all claims are still pending; no final date has been set
for trial or other adjudication.

ITEM 4.                      MINE SAFETY DISCLOSURES

Not applicable
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PART II

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

Market Information

Price Range of Common Stock

Our common stock is quoted by Over the Counter Bulletin Board under the symbol "QFOR". The Over-The-Counter
Bulletin Board which is a regulated quotation service that displays real-time quotes, last-sale prices, and volume
information in over-the-counter (OTC) equity securities. An OTC equity security generally is any equity that is not
listed or traded on NASDAQ or a national securities exchange.

The following table sets forth the high and low bid prices for our common stock for the periods indicated, as reported
by Over the Counter Bulletin Board. Such quotations reflect inter-dealer prices, without retail mark-up, mark-down, or
commissions, and may not necessarily represent actual transactions.  Prices for periods prior to April 2010 are
calculated on a post-split basis.

High Low
Year Ended December 31, 2011:
Fourth Quarter $ 0.35 $ 0.14
Third Quarter $ 0.38 $ 0.13
Second Quarter $ 0.50 $ 0.24
First Quarter $ 0.44 $ 0.30
Year Ended December 31, 2010:
Fourth Quarter $ 0.50 $ 0.16
Third Quarter $ 0.51 $ 0.15
Second Quarter $ 0.80 $ 0.15
First Quarter $ 0.50 $ 0.16
Year Ended December 31, 2009:
Fourth Quarter $ 0.60 $ 0.30
Third Quarter $ 0.80 $ 0.20
Second Quarter $ 0.50 $ 0.20
First Quarter $ 0.50 $ 0.20

While shares of our common stock currently trade in excess of our net asset book value, there can be no assurance,
however, that our shares will continue to trade at such a premium. On June 15, 2012, the closing sales price of our
common stock was $0.22.  As of June 15, 2012, there were approximately 412 holders of record of our common stock.

Dividends

We have not declared or paid any cash dividends on our common stock during our two most recent fiscal years. We
do not anticipate paying cash dividends in the foreseeable future.  The payment of dividends, if any, in the future is
within the discretion of the Board of Directors and will depend on our earnings, capital requirements, restrictions
imposed by lenders and financial condition and other relevant factors.
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Recent Sale of Unregistered Securities

In the first quarter of 2011, the Company sold and issued 1,666,667 shares of its common stock to one entity in a
single transaction for $472,500 net of expenses ($0.30 per share).  All such shares were sold pursuant to the
exemption under Regulation D promulgated under the Securities Act of 1933, as amended, in a transaction not
involving a public offering and shares sold to accredited purchasers.

In the second quarter of 2011, the Company sold and issued 833,333 shares of its common stock to one entity in a
single transaction for $236,250 net of expenses ($0.30 per share).  All such shares were sold pursuant to the
exemption under Regulation D promulgated under the Securities Act of 1933, as amended, in a transaction not
involving a public offering and shares sold to accredited purchasers.

In the second quarter of 2011, the Company sold and issued 4,000,000 shares of its common stock to those individuals
who owned certain assets acquired in connection with the MGL Solutions, Inc. (now known as Quadrant 4 Solutions,
Inc.) transaction (based on the stated price of $1.00 per share).  The $1.00 per share was based on the determination of
value by the parties to the transaction, based on arm's length negotiations and informal advice of an investment bank
who later was assisting in valuation of shares to be sold in a contemplated registration of shares and public offering to
be undertaken during 2011.  All such shares were sold pursuant to the exemption under Regulation D promulgated
under the Securities Act of 1933, as amended, in a transaction not involving a public offering and shares sold to
accredited purchasers.

In the fourth quarter of 2011, the Company sold and issued 2,489,956 restricted common shares (valued by agreement
at $0.35 per share) in exchange for extending various Note Payables to holders of those Note Payables in a single
transaction.  All such shares were sold pursuant to the exemption under Regulation D promulgated under the
Securities Act of 1933, as amended, in a transaction not involving a public offering and shares sold to accredited
purchasers.

Repurchases of Equity Securities

No repurchases of our common stock were made during the fiscal year of 2011.

ITEM 6.                      SELECTED FINANCIAL DATA

In accordance with Rule 229.10(f)(1) this Registrant qualifies as a smaller reporting company and is not required to
provide selected financial data in accordance with Items 301 and 302.

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

The following discussion should be read in conjunction with the risks set forth in Item 1A hereof and our financial
statements and notes thereto appearing elsewhere in this report.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION

This Form 10-K for the year ended December 31, 2011 contains forward-looking statements within the meaning of
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as
amended.  Forward-looking statements may be identified by the use of forward-looking terminology, such as "may",
"shall", "could", "expect", "estimate", "anticipate", "predict", "probable", "possible", "should", "continue", or similar
terms, variations of those terms or the negative of those terms. The forward-looking statements specified in the

Edgar Filing: Quadrant 4 Systems Corp - Form 10-K

30



following information have been compiled by our management on the basis of assumptions made by management and
are considered by management to be reasonable. Our future operating results, however, are impossible to predict and
no representation, guaranty, or warranty is to be inferred from those forward-looking statements.

The assumptions used for purposes of the forward-looking statements specified in the following information represent
estimates of future events and are subject to uncertainty as to possible changes in economic, legislative, industry, and
other circumstances. As a result, the identification and interpretation of data and other information and their use in
developing and selecting assumptions from and among reasonable alternatives require the exercise of judgment. To
the extent that the assumed events do not occur, the outcome may vary substantially from anticipated or projected
results, and, accordingly, no opinion is expressed on the achievability of those forward-looking statements. No
assurance can be given that any of the assumptions relating to the forward-looking statements specified in the
following information are accurate, and we assume no obligation to update any such forward-looking statements.
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Overview

QUADRANT 4 SYSTEMS CORPORATION ("Quadrant 4 Systems", "we", "us", "our", or the "Company") is a
publicly held company engaged in the information technology sector.  The Company was incorporated by the Florida
Department of State on May 9, 1990 as Sun Express Group, Inc.; changed the business focus from an operating
company to a business development company in March 2005 and returned to an operating company in May
2006.  During 2008 through May, 2010, the Company developed and sold CCTV camera systems for security
applications.  In May 2010, the Company announced it was changing its business model and, in June 2010, the
Company acquired a new business involving IT consulting.  This consulting business was greater in size than the
existing businesses so the opportunity was treated by the Company as a material shift in its business model and
disclosed in a Current Report on form 8-K on June 2010.  At present, the Company has completed the acquisition of
certain assets including the assets of Cornerstone Information Systems, Inc., Orionsoft, Inc., Resource Mine, Inc.,
Integrated Systems Solutions, Inc., all of which are engaged in the primary core business of the Company.  That area
of business is the primary focus of the Company’s business model and is discussed in detail below.

Business Strategy

Quadrant 4 Systems Corporation plans to expand its focus in the IT and ITES market segments through a series of
strategic business combinations. The Company intends to establish a full spectrum of IT services that include
consulting, products and solutions specific to Healthcare, Retail and Financial Services industries.  To implement this
new strategy, the Company has begun discussion with certain individuals that bring significant existing experience
and relationships in the chosen vertical segments to join the management team and/or participate in some advisory
capacity at various levels.

Many US corporations have deferred upgrading and implementing IT infrastructure projects during the most-recent
economic downturn.  As a result, Quadrant 4 Systems believes that there is a pent-up demand for IT services that
include consulting and implementation to help these clients remain efficient and competitive during the recovery
time.  The Company believes the best way to accomplish its strategic goals will be to initially seek to establish an IT
services company platform by acquiring a set of profitable assets with history, track record and satisfied client base.
After building the initial platform to launch the new business plan, the Company believes that it will be able to rapidly
grow in targeted sectors by attracting additional assets to the Company with subsequent acquisitions. The Company
intends to exploit current market conditions where many small and medium size IT services companies (with revenues
in the range of $5mm to $50mm), both public and privately held, with “marquee” client relationships would fit with the
Company’s strategic consolidation initiative. During the past year, the Company has identified and begun negotiations
with several targets that qualify for Quadrant 4 Systems’ criteria for acquisition and business combination.

Following acquisition of the projected assets and their integration, the Company intends to focus on organic growth
both in adding additional revenues from existing clients and also adding new clients.

Core Business

Ultimately, the Company believes that it limit all future development and sales of security hardware and focus its
efforts as a provider of IT services.  The Company intends to provide IT consulting services; managed services;
software product architecture; software development, maintenance and outsourcing and industry-specific software
solutions primarily to enterprises engaged in the Financial Services, Retail and Healthcare sectors.

Competition
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While the Company currently operates in a highly competitive industry, we believe the Company will be able to
compete effectively against well-capitalized competitors that have extensive experience, established distribution
channels and facilities by building a scalable yet robust platform that allows the Company to be responsive to the
needs of its customers with quality services with competitive pricing, a well-developed recruiting and retention model
that ultimately provides a successful delivery to the customers.

Management’s Discussion and Analysis of Financial Condition and Results of Operations

As a result of recent acquisitions, the Company is actively executing on its business model which consists of delivery
of consulting services in the targeted market segments.  The nature of our model involves engaging employees and
consultants to provide services to our customers with billing accrued and due in normal billing cycles.  We incur debt
to meet payroll obligations, the largest component of our expenses, and service debt with the payments received from
our customers.  Many of our employees and consultants are assisted in the immigration process which process is an
expense component.  The Company utilizes few major capital items in the delivery of its services and requires no
significant plant expenses beyond ordinary commercial office space for both use by the employees on a limited basis
and the back-office support for those employees.  Our financial statements reflect primarily income from billing for
our consulting services and expenses incurred to pay employees and consultants, including financing to meet payroll
in anticipation of receipt of billing income from customers as well as general administration expenses to manage the
Company.

18
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Critical Accounting Estimates and Policies

General

The Consolidated Financial Statements of the Company are prepared in accordance with U.S. generally accepted
accounting principles, which require management to make estimates, judgments and assumptions that affect the
reported amounts of assets, liabilities, net revenue and expenses, and the disclosure of contingent assets and liabilities.
Management bases its estimates on historical experience and on various other assumptions that it believes to be
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying
values of assets and liabilities that are not readily apparent from other sources. Senior management has discussed the
development, selection and disclosure of these estimates with the Board of Directors who serve as our audit
committee.

An accounting policy is deemed to be critical if it requires an accounting estimate to be made based on assumptions
about matters that are highly uncertain at the time the estimate is made, if different estimates reasonably could have
been used, or if changes in the estimate that are reasonably likely to occur could materially impact the financial
statements. Management believes the following critical accounting policies reflect the significant estimates and
assumptions used in the preparation of the Consolidated Financial Statements.

A summary of significant accounting policies is included in Note 3 to the consolidated financial statements included
elsewhere in this Report. We believe that the application of these policies on a consistent basis enables us to provide
useful and reliable financial information about our operating results and financial condition.  The following are a
summary of the significant accounting estimates and policies.

Estimates.  The preparation of financial statements in conformity with accounting principles generally accepted in the
United States requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities and the disclosure of contingent assets and liabilities at the date of the consolidated financial statements and
revenues and expenses during the reporting period. Accordingly, actual results could differ from those estimates.   We
have made estimates for doubtful accounts of accounts receivable, fair values of our customer lists and the estimated
useful lives for the amortization of our customer lists.   Management believes that the accounting estimates employed
and the resulting balances are reasonable; however, actual results may differ from these estimates under different
assumptions or conditions.  The most significant accounting estimates inherent in the preparation of our financial
statements include estimates as to the value of customer lists and other intangible assets, values which are not readily
apparent from other sources.

Fair Value of Financial Instruments.  The Company considers the carrying amounts of financial instruments, including
cash, accounts receivable and accounts payable and accrued expenses to approximate their fair values because of their
relatively short maturities and notes payable.

Accounts and Unbilled Receivables.  Accounts and unbilled receivables consist of amounts due from customers. The
Company records a provision for doubtful receivables, if necessary, to allow for any amounts which may be
unrecoverable, which is based upon an analysis of the Company’s prior collection experience, customer
creditworthiness and current economic trends.

Intangible Assets.  Intangible assets are recorded at fair value and amortized on the straight-line method over the
estimated useful lives of the related assets.  The carrying value of intangible assets are reviewed for impairment by
management at least annually or upon the occurrence of an event which may indicate that the carrying amount may be
greater than its fair value. If impaired, the Company will write-down the intangible assets for such impairment. In
addition, the useful life of the intangible assets will be evaluated by management at least annually or upon the
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occurrence of an event which may indicate that the useful life may have changed.  Customer lists were valued based
on management’s forecast of expected future net cash flows, with revenues based on projected revenues from
customers acquired and are being amortized over five years.

Revenue Recognition.  Revenue is recognized when it has persuasive evidence of an arrangement, the fee is fixed and
determinable, performance of service has occurred and collection is reasonably assured. Revenue is recognized in the
period the services are provided.
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Results of Operations

For a discussion of factors that could impact operating results, see the section entitled "Risk Factors" in Item 1A,
which is incorporated herein by reference.  Revenue is recognized when the service is provided.

The Company acquired new assets in transactions which materially affected the amount of reported income from
continuing operations.  The revenues, expenses and income reflect the new assets.  Acquisition of these new assets
resulted in material increases in revenues, expenses and income but these increases are not attributed to changes in
pricing or profitability of such business underlying the assets compared to prior periods of such businesses but rather
the acquisition, in toto, of such assets and businesses.  To that extent, a reliance on comparison data from the period
prior to acquisition of such businesses compared with the period following such acquisitions may not be a reliable
predictor of future performance.  The data does not indicate any material effect of inflation or price increases or
decreases.

Year Ended December 31,

2011 2010
Increase/
Decrease Percent

Revenue $ 29,141,433 $ 15,233,596 $ 13,907,837 91%
Cost of Revenue (22,265,260) (12,883,772) (9,381,488) 73%
Gross Margin 6,876,173 2,349,824 4,526,349 193%
General and
administrative
expenses (2,262,420) (900,119) (1,362,301) 151%
Amortization and
impairment of
intangible assets (3,132,666) (3,002,549) (130,117) 4%
Interest expense (1,629,743) (725,566) (904,177) 125%

Net loss $ (148,656) $ (2,278,410) $ 2,427,066 106%

REVENUES

Revenues for the year ended December 31, 2011 were $29,141,433 compared to revenues for the year ended
December 31, 2010 of $15,233,596.  The increase in revenues of $13,907,837 was primarily due to the acquisition of
Quadrant 4 Solutions, Inc. in the first quarter of 2011 and the expansion of the core businesses to include SaaS and
other solutions tools.  Revenues were comprised of service-related sales of software programming, consulting and
development services.

COST OF REVENUES

The increase in cost of revenues of $9,381,488 was due to the increased number of consultants and employees
resulting from the acquisition of assets.  Cost of revenues is comprised primarily of the direct costs of labor and
related expenses.

GROSS MARGIN

The increase in gross margin resulted primarily from improvement in costs (based on the project mix as a result of the
acquisitions).  The change in project mix resulted in an increase in gross margin percentage from 15% in 2010 to 24%
in 2011.
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GENERAL AND ADMINISTATIVE EXPENSES

The increase in general and administrative expenses of $1,362,301 was due to the increased staffing, management and
overhead costs associated with the acquisition of assets.  General and administrative expenses are comprised primarily
of management and administrative payroll and related costs, office costs, overhead, staffing and support costs of the
Company.  

AMORTIZATION AND WRITE-DOWN OF INTANGIBLE ASSETS

The increase in amortization expenses of $130,117 was due to increased amortization expenses from intangible assets
acquired in 2011 (the amount of which approximately doubled in connection with the acquisitions.  Amortization
expenses in 2010 included $1,500,000 for the impairment of the acquired customer list wherein the carrying value of
the customer list was more than the calculated fair market value of the customer list.

20

Edgar Filing: Quadrant 4 Systems Corp - Form 10-K

37



Table of Contents

INTEREST

The increase of interest costs of $904,177 was due to the additional long term debt of the seller’s note payable and the
increase of the note payable – revolver on the increased accounts receivable resulting from the acquisition of assets and
derivative expenses.

Net loss decreased as a result of the overall increase in revenues due to the various acquisitions.

Earnings before interest, taxes, depreciation and amortization (“EBITDA”) for the year ended December 31, 2011 and
December 31, 2010 is calculated as follows:

December 31,
2011

December 31,
2010

Net Loss (GAAP Basis)   $ (148,656)   $ (2,278,410)
Interest expense 1,629,743 725,566

Amortization expense 3,132,666 1,502,459

Impairment of customer lists   - 1,500,000
Income Taxes
EBITDA   $ 4,613,753   $ 1,449,615

LIQUIDITY AND CAPITAL RESOURCES

At December 31, 2011, we had an accumulated deficit of $3,558,285 as compared to $3,409,629 at December 31,
2010.  As of December 31, 2011, we had a working capital deficit of $1,158,368 as compared to $1,511,744 at
December 31, 2010.

We have no material commitments for capital expenditures.

Net cash used in operations for the year ended December 31, 2011 was $(1,635,931) as compared to net cash used in
operations of $(1,816,521) primarily relating to a higher gross margin.

Cash flows used in investing operations of $850,000 was from the cash required to acquire the assets in 2010. The
acquisition of assets in 2011 did not require any cash.

Net cash provided by financing activities was $2,660,118 during for 2011 as compared to cash provided by financing
activities of $2,726,576 in 2010.   The small decrease in  borrowings in 2011 compared to 2010 was due primarily due
to increased borrowing during 2010 to provide the cash to commence our business.

The Company was reliant on proceeds from the sale of stock in both 2011 and 2010 and proceeds from borrowing in
2010 to provide working capital.  A tightening of capital markets can reduce or eliminate funding sources causing in a
decrease in our liquidity and an inability to generate revenues from new lending activities.

Liquidity.   The Company is continuing to expand its IT business operations through acquisitions and organic internal
growth.  Acquisitions of target company assets will require additional financing.  Currently the Company anticipates
that additional financing to fund these acquisitions of assets will be provided by sales of stock or borrowings.  Also,
the Company is exploring alternatives for its trade receivable factoring which carries a very high interest
rate.  Refinancing of this receivable factoring financing will reduce the Company’s interest expenses thereby increasing

Edgar Filing: Quadrant 4 Systems Corp - Form 10-K

38



the Company’s liquidity position.

The Company believes its resources are adequate to fund operations for the next 12 months.
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As of December 31, 2011, Contractual Obligations were as follows:

Payments due by period

Contractual obligations Total
Less than 1

year 1-3 years 3-5 years
More than
5 years

Long-term debt obligations1 $  8,474,494 $  500,000 $  7,974,494 -0- -0-
Capital lease obligations -0- -0-
Operating lease obligations -0- -0- -0- -0- -0-
Notes payable - other 140,000 140,000 -0- -0- -0-
Notes payable – revolver 4,309,317 4,309,317
Other long-term liabilities
reflected on the Registrant's
Balance Sheet -0- -0- -0- -0- -0-

Total $ 12,923,811 $ 640,000 $ 12,283,811   -0- -0-

1 This includes the obligations to the sellers of certain assets. 

Impact of Inflation.

The services provided by the Company are generally comprised of consulting services provided by our employees and
consultants for whom we incur payroll and other expenses.  These expenses can increase with overall inflation which
will generally impact all segments of the economy and result in increased revenue from an increase in the rate at
which the services of our employees and consultants are billed.  This minimizes the impact of inflation.  However,
inflation may cause companies to cut back on the purchase of consulting services.  The Company does not acquire or
maintain inventories that present a risk due to inflation.

Off Balance Sheet Arrangements

There are no off balance sheet arrangements that have or are reasonably likely to have a current or future effect on our
financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital
expenditures or capital resources that are material to investors.

ITEM 7A.                   QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

A smaller reporting company is not required to provide disclosure pursuant to this Item.
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Report of Independent Registered Public Accounting Firm

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of Quadrant 4 Systems Corporation

We have audited the accompanying balance sheet of Quadrant 4 Systems Corporation and Subsidiaries as of
December 31, 2011 and the related statements of operations, changes in stockholders’ equity and cash flows for the
year then ended. These financial statements are the responsibility of the Company's management. Our responsibility is
to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States).  The Company is not required to have, nor were we engaged to perform, an audit of its internal control over
financial reporting. Our audit included consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Company's internal control over financial reporting. Accordingly, we express no such
opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Quadrant 4 Systems Corporation and subsidiaries as of December 31, 2011 and the results of their operations and
their cash flows for the year then ended in conformity with accounting principles generally accepted in the United
States.

/s/ Sassetti, LLC
Sassetti, LLC

Oak Park, Illinois
July 12, 2012
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of Quadrant 4 Systems Corporation

We have audited the accompanying balance sheet of Quadrant 4 Systems Corporation and Subsidiaries (formerly
Zolon Corporation) as of December 31, 2010 and the related statements of operations, changes in stockholders’ equity
and cash flows for the year then ended. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States).  The Company is not required to have, nor were we engaged to perform, an audit of its internal control over
financial reporting. Our audit included consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Company's internal control over financial reporting. Accordingly, we express no such
opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Quadrant 4 Systems Corporation and subsidiaries as of December 31, 2010 and the results of its operations and its
cash flows for the year then ended in conformity with accounting principles generally accepted in the United States.

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

New York, New York
May 17, 2011
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QUADRANT 4 SYSTEMS CORPORATION
AND SUBSIDIARIES

(FORMERLY ZOLON CORPORATION)

CONSOLIDATED BALANCE SHEETS

December 31,
2011 2010

ASSETS

Current Assets
Cash $ 1,079,248 $ 60,061
Accounts and unbilled receivables (net of allowance for doubtful accounts of
$498,535
  and $153,007 at December 31, 2011 and December 31, 2010, respectively) 5,296,113 3,572,932
Other current assets 415,099 7,544

   Total current assets 6,790,460 3,640,537

Intangible Assets 16,595,261 7,762,163
Property and equipment – net 4,500   -
Other assets 1,039,632 -

     TOTAL ASSETS $ 24,429,853 $ 11,402,700

LIABILITIES AND STOCKHOLDERS' EQUITY

Current Liabilities
Accounts payable and accrued expenses $ 3,499,512 $ 2,076,284
Note payable – Revolver 4,309,317 2,295,560
Note payable – Other 140,000 390,437
Due to seller - 390,000

   Total current liabilities 7,948,829 5,152,281

Long-term debt 8,474,494 4,118,796
Derivative liability 333,329   -

   Total liabilities 16,756,652 9,271,077

Stockholders' Equity
Preferred stock - $0.001 par value; authorized: 10,000,000,000 shares: none issued
and outstanding: - -
Common stock - $0.001 par value; authorized: 5,000,000,000 shares: issued and
outstanding
  51,740,448 and 42,750,492 at December 31, 2011 and December 31, 2010,
respectively 51,740 42,750 
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Additional paid-in capital 11,179,746 5,498,502
Accumulated deficit (3,558,285) (3,409,629)

  Total stockholders' equity 7,673,201 2,131,623

  TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 24,429,853 $ 11,402,700

See notes to the consolidated financial statements.
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QUADRANT 4 SYSTEMS CORPORATION
AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Years ended
December 31,

2011 2010

Revenue $ 29,141,433 $ 15,233,596

Cost of revenue 22,265,260 12,883,772

  Gross Margin 6,876,173 2,349,824

General and administrative expenses (2,262,420) (900,119)
Amortization expense (3,132,666) (1,502,549)
Impairment of intangible assets (1,500,000 )
Interest and derivative expense (1,629,743) (725,566)

  Net loss before income taxes (148,656) (2,278,410)

 Income Taxes - -
Net Loss $ (148,656) $ (2,278,410)

Net loss per common share * $ (0.09)

Weighted average common shares - basic and diluted 51,740,448 24,845,602

* Less than $.01 per share

See notes to the consolidated financial statements.
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QUADRANT 4 SYSTEMS CORPORATION
AND SUBSIDIARIES

(FORMERLY ZOLON CORPORATION)

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

Common
Additional
Paid-in

Retained
Earnings Treasury

Total
Stockholders'

Shares Stock Capital (Deficit) Stock Equity

Balance, December 31,
2009 3,150,211 $ 3,150,211 $ (2,216,793) $ (1,131,219) $ 200,000 $ 2,199

Transfer on reverse split (3,147,061 )   3,147,061
Shares issued for
acquisition of subsidiaries 32,000,000 32,000 1,888,000   -   - 1,920,000

Additional Shares issued
for acquisition of assets 2,000,000 2,000 898,000   -   - 900,000

Sales of common stock (net
of expenses of $92,250) 5,600,281 5,600 1,582,234   -   - 1,587,834

Cancellation of treasury
stock   -   - 200,000   - (200,000)   -

Net loss – 2010   -   -   - (2,278,410)   - (2,278,410)

Balance, December 31,
2010 42,750,492 42,750 5,498,502 (3,409,629) - 2,131,623

Sales of common stock, net
of expenses of $27,250 1,666,667 1,667 470,833   -   - 472,500

Sales of common stock, net
of expenses of $13,750 833,333 833 235,417   -   - 236,250

Shares issued for
acquisition of assets 4,000,000 4,000 3,996,000   -   - 4,000,000

Shares issued for debt
extensions 2,489,956 2,490 868,994   -   - 871,484
Warrants for Services  110,000  110,000
Net loss – 2011   -   -   - (148,656)   - (148,656)

Balance, December 31,
2011 51,740,448 $ 51,740 $ 11,179,746 $ (3,558,285) $ - $ 7,673,201
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QUADRANT 4 SYSTEMS CORPORATION
AND SUBSIDIARIES

(FORMERLY ZOLON CORPORATION)

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended
December 31,

2011 2010
Cash flows from operating activities:

Net loss $ (148,656) $ (2,278,410)

Adjustments to reconcile net loss to net cash used in operating activities:
    Amortization and depreciation 3,133,166 1,502,549
    Impairment of customer lists  1,500,000
    Provision for doubtful accounts 345,528  153,007

    Disposition of fixed assets   - 26,700
    Issuance of warrants for services 110,000 -
    Changes in assets and liabilities
        Accounts receivable (282,289) (475,451)
        Other current assets (407,555) (719)
        Other assets (37,147)   -
        Accounts payable and accrued expenses (4,348,978) (2,244,197)

Net cash used in operating activities (1,635,931) (1,816,521)

Cash flows from investing activities:
Acquisition of assets (net of liabilities assumed of $6,957,641, issuance of notes
payable of 
     $4,550,000 and issuance of common stock of $2,820,000) - (850,000)

Purchase of fixed assets (5,000) - 

 Net cash used in investing activities (5,000) (850,000)

Cash flows from financing activities: 
Proceeds from sales of common stock (net of expense of $41,250 in 2011 and
$92,250 in 2010) 708,749 1,587,834
Proceeds from convertible note payable (net of expenses of $131,000) 669,000
Proceeds from notes payable – other 45,500 200,000
(Decrease) increase in note payable – revolver 2,013,757 2,295,560
(Decrease) increase  in due to seller (390,000) 390,000
Payments of long-term debt (90,951) (1,687,255)
Payments of notes payable – other (295,937) (59,563)

Net cash provided by   financing activities 2,660,118 2,726,576
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Net increase in cash 1,019,187 60,055

Cash - beginning of year 60,061 6

Cash - end of year $ 1,079,248 $ 60,061

Supplemental disclosure of noncash information 
        Cash paid for interest $ 1,105,919 $ 479,678
        Income Taxes $ - $ - 

Noncash transactions

        Acquisition of assets (net of liabilities assumed $10,100,000 and issuance of
common stock of $4,000,000)  $   - $ -

        Shares issued for debt extension $ 871,485 $ -

        Transfer of common for reverse stock dividend $ - $ 3,147,061

        Debt discount recorded as a derivative liability 333,329 -
        Adjustment made to customer list and note payable in accordance with VSG
acquisition agreement 2,134,234 -
        Adjustment made to write off bad debt against note payable in accordance
with VSG acquisition agreement 1,385,786 -

See notes to the consolidated financial statements.
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QUADRANT 4 SYSTEMS CORPORATION
AND SUBSIDIARIES

(Formerly Zolon Corporation)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 –ORGANIZATION AND OPERATIONS

Organization

Quadrant 4 Systems Corporation (formerly Zolon Corporation) (the “Company”) was incorporated in Florida on May 9,
1990, as Sun Express Group, Inc.  On July 12, 2001, the Company changed its name to Sun Network Group, Inc.  On
June 3, 2005, the Company changed its name to Aventura VOIP Networks, Inc. and on October 17, 2005 to Aventura
Holdings, Inc.  On December 24, 2009, the Company changed its name to Zolon Corporation.  On March 31, 2011,
the Company changed its name to Quadrant 4 Systems Corporation to better reflect its current business model. On
July 1, 2011, the Company merged VSG Acquisition Corp. and Resource Mine Acquisition Corp. into ISS
Acquisition Corporation, all wholly-owned subsidiaries, which was then, renamed Quadrant 4 Consulting, Inc.

Operations

In April 2010, the Company changed its primary business model by broadening its computer consulting services and
selling solutions that are bundled with technology. The Company intends to establish a full spectrum of IT services
that include consulting, products and solutions specific to the Healthcare, Retail and Financial Services industries.

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Consolidated Financial Statements

The consolidated financial statements include all the accounts of the Company and its wholly-owned subsidiaries,
Quadrant 4 Consulting, Inc. and Quadrant 4 Solutions, Inc.

All significant intercompany accounts and transactions have been eliminated in consolidation.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States requires management to make estimates and assumptions that affect the reported amounts of assets, liabilities
and the disclosure of contingent assets and liabilities at the date of the consolidated financial statements and revenues
and expenses during the reporting period. Accordingly, actual results could differ from those estimates.

Fair Value of Financial Instruments

The Company considers the carrying amounts of financial instruments, including cash, accounts receivable, accounts
payable and accrued expenses and notes payable to approximate their fair values because of their relatively short
maturities.

F-8
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Accounts and Unbilled Receivables

Accounts and unbilled receivables consist of amounts due from customers. The Company records a provision for
doubtful receivables, if necessary, to allow for any amounts which may be unrecoverable, which is based upon an
analysis of the Company’s prior collection experience, customer creditworthiness and current economic trends.

Revenues are generally recognized during the period the service is provided.

Intangible Assets

Intangible assets are recorded at fair value and amortized on the straight-line method over the estimated useful lives of
the related assets.

The carrying value of intangible assets are reviewed for impairment by management at least annually or upon the
occurrence of an event which may indicate that the carrying amount may be greater than its fair value. If impaired, the
Company will write-down such impairment. In addition, the useful life of the intangible assets will be evaluated by
management at least annually or upon the occurrence of an event which may indicate that the useful life may have
changed.

Customer lists were valued based on management’s forecast of expected future net cash flows, with revenues based on
projected revenues from customers acquired and are being amortized over five years.

Software and software technologies were valued based on management’s forecast of expected future net cash flows,
with revenues based on projected revenue from sales of these software technologies and are being amortized over five
to seven years.

Financial Instruments

The Company does not use derivative instruments to hedge exposures to cash flow, market or foreign currency risks.

The Company reviews the terms of convertible debt and equity instruments it issues to determine whether there are
embedded derivative instruments, including the embedded conversion option, that are required to be bifurcated and
accounted for separately as a derivative financial instrument.   In connection with the sale of convertible debt and
equity instruments, the Company may issue freestanding warrants that may, depending on their terms, be accounted
for as derivative instrument liabilities, rather than as equity.

Bifurcated embedded derivatives are initially recorded at fair value and are then revalued at each reporting date with
changes in the fair value reported as non-operating income or expense. When the convertible debt or equity
instruments contain embedded derivative instruments that are to be bifurcated and accounted for as liabilities, the total
proceeds allocated to the convertible host instruments are first allocated to the fair value of all the bifurcated
derivative instruments.  The remaining proceeds, if any, are then allocated to the convertible instruments themselves,
usually resulting in those instruments being recorded at a discount from their face amount.

The discount from the face value of the convertible debt, together with the stated interest on the instrument, is
amortized over the life of the instrument through periodic charges to interest expense, using the effective interest
method.

Revenue Recognition
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Revenue is recognized when there is persuasive evidence of an arrangement, the fee is fixed and determinable,
performance of service has occurred and collection is reasonably assured.  Revenue is recognized in the period the
services are provided.

Income Taxes

Deferred income taxes have been provided for temporary differences between financial statement and income tax
reporting under the liability method, using expected tax rates and laws that are expected to be in effect when the
differences are expected to reverse. A valuation allowance is provided when realization is not considered more likely
than not.

The Company’s policy is to classify income tax assessments, if any, for interest in interest expense and for penalties in
general and administrative expenses.

Loss per Common Share

Basic loss per share is calculated using the weighted-average number of common shares outstanding during each
period. Diluted income per share includes potentially dilutive securities such as outstanding options and warrants,
using various methods such as the treasury stock or modified treasury stock method in the determination of dilutive
shares outstanding during each period.

For the years ended December 31, 2011 and 2010, there were 10,983,614 and 5,600,289, respectively, potentially
dilutive securities not included in the calculation of weighted-average common shares outstanding since they would be
anti-dilutive.

Basic loss per share has been retroactively restated to reflect the reverse stock split.
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Derivatives

We account for derivatives pursuant to SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities,
as amended. All derivative instruments are recognized in the financial statements and measured at fair value
regardless of the purpose or intent for holding them. We record our interest rate and foreign currency swaps at fair
value based on discounted cash flow analysis and for warrants and other option type instruments based on option
pricing models. The changes in fair value of these instruments are recorded in earnings.

Concentrations of Credit Risk

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

Recent Accounting Pronouncements

In September 2011, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
2011-08: “Intangibles--Goodwill and Other (Topic 350) Testing Goodwill for Impairment”.  The guidance in this update
are intended to reduce complexity and costs by allowing the reporting entity the option to make a qualitative
evaluation about the likelihood of goodwill impairment to determine whether it should calculate the fair value of a
reporting unit. The update includes examples of events and circumstances that an entity should consider in evaluating
whether it is more likely than not that the fair value of a reporting unit is less than its carrying amount. ASU 2011-08
is effective for annual and interim goodwill impairment tests performed for fiscal years beginning after December 15,
2011.  Early adoption is permitted for annual and interim goodwill impairment tests performed as of a date prior to
September 15, 2011 if the entity's financial statements for the most recent annual or interim period have not yet been
issued.

In June 2011, the Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
2011-05, Comprehensive Income (Topic 220): Presentation of Comprehensive Income. ASU 2011-05: (1) eliminates
the option to present components of other comprehensive income (“OCI”) as part of the statement of changes in
stockholders' equity, (2) requires presentation of each component of net income and each component of OCI (and their
respective totals) either in a single continuous statement or in two separate (but consecutive) statements, and (3)
requires presentation of reclassification adjustments on the face of the statement. The amendment is effective for fiscal
years and interim periods within those years, beginning after December 15, 2011. The Company does not expect the
adoption of ASU 2011-05 to have a significant impact on the Company's consolidated financial statements.

In May 2011, the FASB issued ASU 2011-04, Fair Value Measurement (Topic 820): “Amendments to Achieve
Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRSs”.  The new guidance results
in a consistent definition of fair value and common requirements for measurement of and disclosure about fair value
between U.S. Generally Accepted Accounting Principles (GAAP) and International Financial Reporting
Standards.  While many of the amendments to U.S. GAAP are not expected to have a significant effect on practice,
the new guidance changes some fair value measurement principles and disclosure requirements.  Adoption of ASU
2011-04 is effective for annual periods beginning after December 15, 2011 and is not expected to have a significant
impact on the Company's consolidated financial statements.

Management does not believe that any other recently issued, but not yet effective accounting pronouncements, if
adopted, would have a material effect on the accompanying consolidated financial statements.

NOTE 3 – ACQUISITIONS
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StoneGate Holdings

On May 20, 2010, the Company acquired 100% of the outstanding shares of VSG Acquisition, Inc. (VSG), RM
Acquisition Corp. (RMI) and ISS Acquisition, Inc. (ISS) from StoneGate Holdings, Inc. (StoneGate Holdings).
StoneGate Holdings, through VSG, RMI and ISS had either recently or was about to complete the following
acquisitions. All of these purchases were to transform the Company’s business model and enter into the Information
Technology industry to expand the Company’s customer base.  The parties to this acquisition entered into an
agreement regarding terms without independent valuation; the consummation of this transaction should not be
considered the result of arm’s length negotiations.

The purchase price consisted of a note payable of $3,800,000 and 32,000,000 shares of common stock of the
Company. The note was to mature on May 31, 2012 (now extended to December 31, 2014), plus interest at 5% per
annum.

The acquisition of VSG, RMI and ISS was recorded on the purchase method of accounting and the Company allocated
the purchase price over the assets acquired. The value of the acquisition was based on the underlying carrying value of
the assets and liabilities of StoneGate Holdings, as it recently completed the acquisition of these assets and liabilities.

The purchase agreement also provided for the Company to charge all uncollectable receivables and assumed liabilities
and obligations against the note payable to Stonegate Holdings. As of December 31, 2011, the Company charged an
aggregate of $2,134,236 to Stonegate Holdings and reduced customer lists, as this was a result of the acquisition
agreement.
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In addition, the purchase agreement provided for the Company to take control of the assets and operations effective
April 1, 2010.

Quadrant 4 Consulting, Inc.

Cornerstone Information Systems and Orionsoft

Effective April 1, 2010, VSG purchased certain assets owned by Bank of America, acquired under its security
agreement with Cornerstone Information Systems, Inc. and Orionsoft, Inc., in exchange for $3,800,000 in cash, the
assumption of certain liabilities of $6,957,641 and a commitment to issue 32,000,000 of the Company’s common
stock. The purchase agreement provided for the Company to take control of the assets and operations on April 1,
2010.

The value of the purchase price was based on the cash paid, the liabilities assumed and the value of the commitment to
issue the 32,000,000 shares of the Company's common stock, $1,920,000, the stock price of the Company's common
stock as of the effective date of the transaction.

The Company included the operations of VSG as of the date of control. The acquisition was recorded on the purchase
method and the aggregate purchase price of $12,677,641was allocated over the assets acquired, as follows:

Accounts receivable $4,957,138
Customer list 7,720,503

    Purchase price $12,677,641

Resource Mine

On May 3, 2010, RMI purchased certain assets owned by Resource Mine, Inc.  in exchange for a note payable of
$250,000 and the assumption of certain liabilities of $588,333. The purchase agreement provided for the Company to
take control of the assets and operations on April 1, 2010.

The Company included the operations of RMI as of
the date of control. The purchase of the RMI assets
was recorded at cost and the Company allocated the
aggregate purchase price over the assets, as follows:
Accounts receivable $37,299
Customer list 801,034

    Purchase price $838,333

Integrated Software Solutions

Effective July 1, 2010 the Company acquired certain assets of Integrated Software Solutions, Inc. in exchange for: (a)
$850,000 in cash, which was paid $150,000 into escrow and $700,000 which was paid on October 15, 2010, plus
interest at 10%, per annum, (b) $500,000 due on June 30, 2012, plus interest at 5%, per annum, and (c) 2,000,000
shares of the Company’s common stock. The shares were valued at $900,000, the share price on the date of the
acquisition. The purchase agreement provided for the Company to take control of the assets and operations on July 1,
2010.
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The Company included the operations of ISS as of the date of purchase. The acquisition was recorded on the purchase
method of accounting and the aggregate purchase price of $2,250,000 was allocated over the assets acquired, as
follows:

Customer list $2,243,175
Deposits 6,825

      Purchase price $2,250,000

Quadrant 4 Solutions, Inc.

Effective March 1, 2011, the Company acquired all of the outstanding shares of Quadrant 4 Solutions, Inc. (formerly
MGL Solutions, Inc.) and also purchased certain software development resources and assets based in India and
assumed certain liabilities associated with those assets.

The aggregate purchase price will be up to $14,000,000, payable as follows:

§ Note payable of $5,000,000 to the seller,  payable June 30, 2014
§ Issuance of 4,000,000 shares of common stock of the Company
§ Assumption of up to $100,000 of accounts payable and
§ Contingent earn-out of up to $5,000,000, payable over three years, if earned, as defined.

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

The shares were valued at $4,000,000 ($1.00 per share), the purchase price as determined by the parties.

The Company included the operations of Quadrant 4 Solutions as of the date of control, March 1, 2011.  The majority
of the transactions costs were paid by the Seller.  The Company incurred nominal acquisition costs.

The Company recorded the purchase of the Quadrant 4 Solutions on the purchase method of accounting and allocated
the aggregate purchase price over the assets acquired, as follows:

Accounts receivable $3,172,206
Software technology 3,500,000
Framework software technology 2,100,000
Customer list 8,500,000
Accounts payable and accrued expenses (2,500,000) 
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