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References in this Annual Report to “we,” “us,” or “our” are to Emtec, Inc. and its subsidiaries, unless the context specifies
or requires otherwise.

Cautionary Statement Regarding Forward-Looking Statements

You should carefully review the information contained in this Annual Report and in other reports or documents that
we file from time to time with the Securities and Exchange Commission (the “SEC”).  In this Annual Report, we state
our beliefs of future events and of our future financial performance.  In some cases, you can identify those so-called
“forward-looking statements” by words such as “may,” “will,” “should,” “expects,” “plans,” “anticipates,” “believes,” “estimates,”
“predicts,” “potential,” or “continue” or the negative of those words and other comparable words.  You should be aware that
those statements are only our predictions.  Actual events or results may differ materially.  In evaluating those
statements, you should specifically consider various factors, including the risks discussed in this Annual Report for
the year ended August 31, 2012 and other reports or documents that we file from time to time with the SEC.  Those
factors may cause our actual results to differ materially from any of our forward-looking statements.  All
forward-looking statements attributable to us or any person acting on our behalf are expressly qualified in their
entirety by this cautionary statement.

Assumptions relating to budgeting, marketing, and other management decisions are subjective in many respects and
thus susceptible to interpretations and periodic revisions based on actual experience and business developments, the
impact of which may cause us to alter our marketing, capital expenditure, or other budgets, which may in turn affect
our business, financial position, results of operations and cash flows.

ii
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PART I

Item 1.  Business

Introduction

Emtec, Inc., a Delaware corporation, was formed on January 17, 2001 and is an information technology (“IT”) services
provider.  We provide consulting, outsourced application services and infrastructure services to commercial and
public sector clients.  The Company’s client base is comprised of commercial businesses, school districts throughout
the U.S. and Canada and departments of the U.S. and Canada’s federal, state/provincial and local governments.

Over the last two years, we have focused our sales efforts on delivering Enterprise application services and custom
application services to our clients; we go to market through specific industry segments, commonly called “verticals,”
“industry verticals” or “vertical markets,” and specific organizational functional expertise.

Our primary business objective is to become a leading provider of high quality IT application services and innovative
consulting for our clients, while continuing to provide a range of managed infrastructure support.

We service our clients on their premises or in our delivery centers in the U.S., Canada and India.

Our headquarters and principal offices are located at 11 Diamond Road, Springfield, New Jersey; telephone: (973)
376-4242.  Our website is www.emtecinc.com.  We have made available free of charge through our website our
annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, other reports and
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of
1934, as amended, as soon as reasonably practicable after such material was electronically filed with, or furnished to,
the SEC.  The information on our website is not part of, or incorporated by reference in, this Annual Report.

Recent Acquisitions

On February 3, 2011, the Company acquired through its subsidiary, Emtec Global Services, LLC (“EGS LLC”), all of
the issued and outstanding stock of Dinero Solutions, LLC (“Dinero”), headquartered in Duluth, Georgia.  Dinero
provides Oracle consulting and implementation services to commercial clients.

On March 1, 2011, the Company acquired through EGS LLC all of the issued and outstanding stock of Covelix, Inc.
(“Covelix”), headquartered in Kirkland, Washington.  Covelix provides software development, quality assurance,
staffing and program management services to software companies.  Covelix enters into contracts with clients and
outsources the work to its wholly-owned subsidiary, Covelix Technologies Private Ltd., located in Pune, India.

On August 15, 2011, the Company acquired through its subsidiary EGS LLC all of the outstanding membership
interests of GNUCO, LLC, d/b/a Emerging Solutions (“Emerging”) headquartered in Chicago, Illinois.  Emerging is an
IT consulting/services company that focuses on enterprise performance management and has broad capabilities and
technical expertise in leading technologies (e.g. Oracle, Hyperion, PeopleSoft, Microsoft, and Salesforce.com) as well
as expertise in business process management.

1
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Industry Background

We compete in the technology services market. We provide our clients with a broad array of technology services
including IT infrastructure and process consulting; development, implementation and maintenance and support of
custom and packaged business applications; planning, managing, maintaining and supporting IT infrastructure;
aligning our clients’ IT infrastructure with the needs of our clients’ businesses and operations, and advice, design and
selection of their clients’ business process technology needs. We also provide our clients with IT staff augmentation in
a select set of business application skills.   We can provide full lifecycle services as well as point solutions for our
clients depending on their needs.

From 2010 through 2012, the commercial IT services industry rebounded from the recession and demand for a wide
variety of information technology services increased.  At the same time, the federal government and state and local
governments faced budgetary pressures stemming from reduced tax collections and a reduction in stimulus funds.  The
market for distributors of technology products has been consolidating and manufacturers have intensified direct
selling efforts.  While this product market has matured, the market for IT services has expanded the use of technology
to improve business efficiencies.  Many organizations are increasingly dependent on the use of IT as a competitive
tool in today’s business environment.  The need to distribute and access information on a real-time basis throughout an
organization and between organizations has led to the rapid growth in the IT services market.

The decision-making process that confronts companies when planning, selecting and implementing their IT needs
continues to grow more complex.  Organizations are continually faced with new business challenges which are not
only driven by the markets they operate in but by the rapid change of technology itself.  Many organizations today
face intense competitive pressure and rapidly changing market dynamics, driven by such factors as changes in
government regulations, globalization and technology innovation.  In response to these challenges, many
organizations are focused on improving productivity, increasing service levels, lowering costs and expediting delivery
times.  In order to achieve these goals, organizations are focusing on improving applications and infrastructure to
facilitate faster, more responsive, lower-cost business operations.  The development, integration and on-going
maintenance of improved operations can present major challenges and require highly skilled professionals trained in
diverse technologies.  Currently, many companies are outsourcing these functions to independent providers of IT
services.  Furthermore, organizations also require additional technical resources to maintain, enhance and re-engineer
their core legacy IT systems to address application maintenance projects.

Increasingly, many IT departments have shifted all or a portion of their IT development, integration and maintenance
requirements to outside service providers operating with on-site and/or offshore IT resources.  Global demand for high
quality, lower cost IT services from outside providers has created a significant opportunity for IT service providers
that can successfully leverage benefits, and address the challenges, of using offshore talent.  The delivery of IT
services has shifted to a global sourcing model, where companies can choose from a wide array of technology partners
and effectively manage their technology costs through the use of round-the-clock support.

We serve clients in various vertical markets including retail, manufacturing, financial services, professional services,
utilities, healthcare, governments at the federal (both U.S. and foreign governments), state, and local level, and the
K-12 education market.

The U.S. federal government is one of the world’s largest consumers of IT and is our largest source of revenue.   The
U.S. federal government tends to use procurement vehicles to purchase its IT needs which foster partnering
relationships.  The federal government encourages partnering relationships in order to give small businesses the
opportunity to serve the federal government while, at the same time, not forgoing shifting risk and management of
larger projects to larger companies.
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We also service the K-12 education market, which is becoming a high-volume adopter of technology.  School districts
have been typically slow to adapt to the needs of their student base and often have infrastructure that cannot currently
support a broader use of technology by students.  We believe that the arrival of broad-band wireless delivery will
eventually overcome some of these infrastructure challenges, and as delivery of technology and systems becomes
more widespread and available, the education market will be able to adapt more quickly to provide students,
instructors and administrators with technology.  We also believe that the delivery of content through technology will
eventually enable schools to reduce other expenses such as textbooks.  These shifts should enable technology to
capture a larger share of the budget of a school system.  We have focused our education strategy on larger suburban
school districts with growing populations that have a greater ability to fund their technology needs. In particular, we
work with school systems that have emphasized technology as an important part of their future curriculum.  As the
technology expertise of students becomes more prolific, we expect the demand for services in this market to increase.

Our Strategy

Our business objective is to shift our business away from low margin transactional IT to multiyear outsourcing
engagements using an onshore/offshore sourcing model.

In application services, we typically engage with our clients in a consulting capacity and expand the relationship over
time to provide high value-added strategic advice in combination with recurring information technology
outsourcing.  We strive to be considered by our clients as one of their most trusted advisors and be recognized as the
premier IT services company by our partners.  Our consulting practices include; IT strategy and planning, IT security
consulting, functional expertise such as federal agency finance and accounting, and our Information Management
practice.  Sales of these services are focused on business users including CEOs, CFOs, sales and marketing, operations
and human resources.

Our infrastructure services, led by our Information Technology Service Management (“ITSM”) practice, views itself as
a partner to our clients’ CIOs, assisting them in enhancing their value to their companies, as well as helping them
reduce their overall infrastructure costs through innovative solutions.  We intend to shift the services we deliver to
managed infrastructure services through our broader infrastructure offerings over time.

We will continue to enhance our practice areas in both our infrastructure and applications services, adding practices
through organic growth, development of our existing consultants and hiring.  We expect our applications services
business to become a larger percentage of our service offering in the future and for the Company to eventually be a
go-to source of application development maintenance and managed services.  We believe that by working with a
single-source provider, organizations will be able to adapt more quickly to technological changes and reduce their
overall IT costs.

3
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To this end, we are pursuing the following strategies:

Organic Growth through a Vertical, Functional and Geographical Sales Force

We have hired professional sales executives and experienced sales professionals who have significant experience
selling IT solutions and managed services. We have trained these professionals in differentiating the Company by
offering a unique set of solutions that provide a value proposition for our clients.  We focus our sales professionals on
expanding our services within our existing client base, many of which are Fortune 1000 companies or government
agencies of similar size. Our commercial sales force is both functional and geographical.  The functional sales teams
focus on selling a specific solution to an industry segment while our executive sales teams focus on selling a full set of
solutions to an industry segment and/or in a geographical region.  Our state and local and education sales teams are
focused geographically.  We feel the flexibility of our approach to professional sales teams allows us to fit industry
needs to different sales structures.  In our federal vertical, we have focused these sales teams around selling to specific
agencies of the government.

Pursuing Strategic Acquisitions

We are seeking to expand our service offerings. We plan to add on practice areas as we continue to grow through
acquisitions.  We seek out companies that strengthen our management team, enhance our technical expertise and
delivery capabilities, and can help us to nurture and expand client relationships.   We identify businesses that
complement our strengths and, in particular, expand our business application services.  We intend to focus on
companies with management teams who are willing to commit to long-term participation in our organization and who
share our vision of continued growth. In addition, we believe our acquisition targets greatly benefit from our scale,
leadership and infrastructure.

Capitalizing on Existing Relationships

We believe that our history of satisfying the IT requirements of our larger clients is facilitating the marketing of our
new services to this important segment of our clientele.  The addition of our acquired companies has expanded our
service offerings in areas of custom application development, Enterprise Resource Planning (“ERP”) and programming
technologies and business service management along with enriching our client base in a variety of industry verticals
including; government, retail, telecommunications, financial services, pharmaceutical, insurance and manufacturing.

Our Business

Our Business is segmented based on our go-to-market sales approach.   We currently have the following reporting
segments, each having their own independent sale forces.

• Federal - provides IT consulting and procurement services to various agencies of the U.S. federal government.

• Commercial, State & Local and Education (“CSLED”) – provides IT consulting services to clients in the commercial,
state & local and education sectors

Our practices are based on types of services we provide across these segments as described below.

IT Consulting Services
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Our IT Consulting Services analyze whether a customer’s IT is providing services that are truly valuable to the
enterprise it supports.  We also help align IT priorities with the priorities of our customer’s business.  Specific areas of
focus include; IT Strategy and Planning, Performance and Governance, Process Improvement, and Security and
compliance.  We rely on our unique approach to quantifying IT Value (Value Based Management (“VBM”)), and our
real-world experience in IT transformation and operations to ensure that our clients can leverage IT as a true
competitive differentiator.

Application Services

We combine expertise in diverse technologies with experience across a wide array of industries to deliver applications
that solve business problems, improve operational efficiency and optimize the use of information. From identifying
process improvement opportunities through the entire application development lifecycle, we possess the skills and
experience to assist our clients. Currently, we have associates located onshore and offshore to provide our clients with
the right mix of skills and experience in line with their specific needs.

4
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Areas of focus include:

•Development Maintenance and Support – We design, develop, and support custom services and software applications
for enterprise-wide and mission-critical deployments. Our developers and project managers are experienced in Open
Source, Microsoft .NET, J2EE/Java, Mobile (iPhone/iPad, Android, Blackberry, Symbian, Windows Mobile),
Silverlight, and Cloud development.  Additionally, our application support personnel can provide ongoing support
after final delivery of the application.

•Package Implementation – We help our clients maximize the benefits of business applications by using leading edge
technology. We implement, upgrade and integrate innovative packaged applications from leading software vendors,
focusing on delivery of Oracle, PeopleSoft, Microsoft, Salesforce.com and SAP technologies.

•Information Management – For many of our clients, information is their most important asset. We help them control,
manage and leverage information for maximum return. We take a holistic and vendor agnostic approach to
information management. From information architecture, through integration, management, and presentation to
enable timely business intelligence, we cover the entire information lifecycle.

•Validation and Verification – Our clients often need to ensure that a new or existing software application will satisfy
their business, technical and regulatory requirements. We help them by independently validating and verifying that
the application fulfills its design specifications.  We do this by utilizing proven quality assurance methodologies and
tools.  Our consultants have experience across multiple tools, including HP (Mercury), IBM (Rational), Borland
(Segue), Compuware and other Opensource toolsets such as Selenium. We also have Domain coverage for NTier,
WebApp – SOA, SaaS; Mainframe; DW/BI; ERP and Embedded Systems.

Infrastructure Services

We offer our clients help with the selection, design, deployment, and ongoing support of their IT infrastructure. These
services deliver comprehensive lifecycle IT infrastructure services – from requirements analysis, selection, planning,
design, procurement and deployment and technical support, to ongoing service management and outsourced managed
services.

We offer these services in the following areas:

•IT Service Management – We focus on the  design, implementation, and testing of IT management systems including
BMC/Remedy and HP, utilizing years of experience in IT service management in alignment with best practices
including ITIL. We help our clients to align their IT investments in people, process and technology to effectively
manage IT.

•Infrastructure Optimization – We design and implement virtualized infrastructure solutions that optimize distribution
and availability of virtual assets and mission-critical applications across our client’s organizations. We begin with
pre- and post-deployment capacity plans to help design a solution that maximizes performance while minimizing
costs. We implement platform management tools for image synchronization and design virtual infrastructure tools
and metrics to help maintain data and image consistency.  We also optimize native virtualization management
consoles and equip our clients with the management tools and resources required to ensure availability of virtual
assets and mission-critical applications. Our end-to-end service provides critical details for planning, design and
best practices implementation.
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•Procurement Services – We plan, design, procure, deploy, and maintain our client’s IT infrastructure.  We are product
agnostic, and for an organization of our scale, we believe this differentiates us from many of our competitors
because we can provide them the best solution for their IT spend without creating conflicts.  We offer products from
a broad array of technologies, from both hardware manufacturers and software providers. Equipment we deploy and
maintain includes workstations, servers, networking and communications equipment, enterprise computing products
and application software. We minimize inventory risk by ordering products primarily on an as-needed basis.  We
utilize electronic ordering and pricing systems that provide real-time status checks on the aggregators’ inventories
and maintain electronic data interchange links to other suppliers. Our sales team is thereby able to schedule
shipments more accurately and to provide electronically-generated client price lists.

•Managed Infrastructure Services – We provide ongoing monitoring and support of our client’s IT infrastructure
through the utilization of help desk and monitoring services as well as through our own on-site engineering
resources. This allows our clients to focus the majority of their time and resources on their businesses, rather than
managing their IT infrastructures.

Cloud Services

Cloud computing refers to internet based computing that enables users to access processing power, storage, software
or other services via the Internet. We believe cloud computing is transforming the way that IT services are consumed
and delivered, and we are prepared to help our clients to capitalize on the opportunities that it presents. From
understanding the promise of cloud-based services for a client’s organization, to developing a cloud-based application,
we have the skills and expertise to help. Our current areas of focus in this area include:

•Cloud Strategy and Planning – Many of our clients know that cloud computing could benefit them, but they are not
exactly sure where and how.  We can assist our clients with this process by helping them to break down the problem
using our VBM approach and systematically or opportunistically determine which services could be best provided
through cloud computing methods.  Once these opportunities have been identified, our consultants assist clients
with the prioritization and planning required for an orderly migration to new cloud-based services.

•Cloud Development – Our application developers understand the considerations, opportunities and pitfalls of
developing applications for delivery via cloud platforms and can help clients determine which cloud platform(s) are
best suited to their needs.

Marketing

Our marketing efforts are focused on:

• Brand Building:  broadening our public image as an IT services provider

•Lead Generation and focused marketing campaigns: promoting our offerings to current clients, prospects, partners
and investors; increasing overall inquiries and sales from all sources

6
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•Increasing Awareness:  maintaining a constant flow of marketing communications to increase and maintain our
market presence

• Increasing traffic to our web site

• Providing sales tools and research to support our sales team

Our marketing group is charged with sales lead generation. Through diverse efforts that include print and electronic
advertising, seminars and webinars, tradeshows, direct mail, public relations, telemarketing, a bi-monthly newsletter
and through our website we create multiple and frequent contacts with existing and prospective clients. The primary
goal is to increase the number of face to face meeting opportunities between our account team and prospective clients,
and to drive additional opportunities through our sales pipeline. During the upcoming fiscal year we will continue to
consolidate our offerings under the Emtec brand name and promote our full line of capabilities to current and
prospective clients.

Clients

Our clients are primarily large business organizations, departments of the U.S. and Canada’s federal, state and local
governments, local school districts and other large and mid-sized companies throughout the U.S. and Canada. We
service our clients on their premises as well as from our leased delivery centers in the U.S. Canada, and India.

Sales to one school district accounted for approximately $29.3 million or 13.0% and $46.0 million or 21.7% of the
Company’s total revenues for years ended August 31, 2012 and 2011, respectively.  A large portion of our revenues are
also drawn from various civilian and military U.S. governmental departments and agencies.  Our state and local
government clients include various state agencies and other local government units.  Educational institution clients
primarily include K-12 school districts.

The government utilizes a variety of contracting methods when purchasing from us, including negotiated bids,
pre-negotiated blanket purchase agreement contracts and open-market procurements.  We participate in formal
government bids for all contract types, and also process orders received on existing contracts on an ongoing basis.

We hold a number of contracts with the U.S. government including a General Service Administration (“GSA”) contract
for the sale of IT products and services that runs through September 2015.

It is expected that federal government business revenues will continue to represent a large portion of our total
revenues and that the consulting services to the federal government will become an increasingly important part of our
business as we continue to penetrate wider and deeper into various civilian and military agencies.

Our revenues, by client type consist of following (in thousands):

For the Year Ended
Aug 31, 2012 Aug 31, 2011

Departments of the U.S.
Government $ 87,996 39.2 % $ 87,869 41.4 %
Canadian Government Agencies 2,040 0.9 % 2,761 1.3 %
State and Local Governments 5,218 2.3 % 3,384 1.6 %
Commercial Companies 83,360 37.1 % 58,304 27.5 %
Education and other 45,959 20.5 % 59,829 28.2 %
Total Revenues $ 224,573 100.0 % $ 212,147 100.0 %
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Government Contracts Potentially Subject to Termination

Our contracts with the U.S. federal, state and local government clients are generally subject to termination, in whole
or part, at the convenience of the government parties or if funding becomes unavailable.

Competition

The IT services industry is highly competitive.  Our competitors include other IT service providers, systems
integrators and value added resellers.

Many of our current and potential competitors have longer operating histories and substantially greater financial,
sales, marketing, technical and other resources than we do.  As a result, our competitors may be able to adapt more
quickly to changes in client needs or to devote greater resources than we can to the sales of IT products and the
provision of IT services.

We are also in direct competition with various IT consulting companies.  These competitors run the gamut from niche
consulting companies to the established consulting arms of international accounting and auditing firms.  Several of
these competitors offer most of the same basic products as we do.  We also encounter competition from
microcomputer manufacturers that sell their products through direct sales forces and from manufacturers and
distributors that emphasize mail order and telemarketing sales. Depending on the client, the principal areas of
competition may include technological expertise, quality of consultants, depth and breadth of offering, consultant
service levels, pre-sale and post-sale technical support and service, breadth of product line and price.

Associates

The Company refers to all its employees as associates.  As of November 9, 2012, we employed 733 associates,
including 550 IT services consulting staff and support associates, 70 sales, marketing and related support associates,
68 operations and administrative associates and 45 associates in accounting finance, and human resources.  We
believe that our ability to recruit and retain highly skilled technical and other management associates will be critical to
our ability to execute our business model and growth strategy.  We strive to have all our associates embrace our
culture, values, and educate them on our strategy.

Available Information

The public may read and copy any materials filed by us with the Securities and Exchange Commission ("SEC") at the
SEC’s public reference room located at 100 F Street, N.E., Washington D.C. 20549.  The public may obtain
information about the operation of the SEC's public reference rooms by calling the SEC at 1-800-SEC-0330.  The
SEC also maintains a website at http://www.sec.gov that contains reports, proxy and information statements and other
information about issuers such as us that file electronically with the SEC.

In addition, we make available free of charge on our website at www.emtecinc.com our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K and amendments to those reports filed or furnished
pursuant to Section 13(a) or 15(d) under the Exchange Act as soon as reasonably practical after we electronically file
such material with, or furnish it to, the SEC.  Information on our website is not incorporated by reference into this
report.
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Item 1A.       Risk Factors

In addition to the other information in this Form 10-K, readers should carefully consider the risks described below
before deciding to invest in shares of our common stock. These are risks and uncertainties we believe are important
for you to consider. Additional risks and uncertainties not presently known to us, or which we currently deem
immaterial, or which are similar to those faced by other companies in our industry or business in general, may also
impair our business operations. If any of the following risks or uncertainties actually occurs, our business, financial
condition, results of operations or cash flows would likely suffer. In that event, the market price of our common stock
could decline.

If we are in default under our PNC Credit Facility or any agreement we have with any of our lenders, then all amounts
due there under may become immediately due and payable, which will have a material adverse effect on our business
and financial condition.

Our credit facility with PNC Bank, National Association (“PNC”) provides a revolving credit facility (the “PNC Credit
Facility”) in an amount not to exceed (i) $30.0 million for the period from February 1 through August 31 each year
during the term of the facility and (ii) $45.0 million for the period from September 1 through January 31 each year
during the term of the facility.  The PNC Credit Facility also includes a $7.0 million sublimit for the issuance of letters
of credit.  As of August 31, 2012, we had $12.0 million outstanding under the revolving portion of the PNC Credit
Facility and $300,000 in letters of credit.  If an event of default under the PNC Credit Facility or any agreement we
have with PNC occurs, then the entire balance outstanding under all such agreements shall become immediately due
and payable.  We will not be able to repay this balance unless we raise significant capital by refinancing with a new
senior lender, selling assets or issuing debt or equity securities, which we may not be able to do on terms acceptable to
us, if at all.  Further, a default on the line of credit would also result in a cross-default under our Amended and
Restated Subordinated Loan Agreement (the “Subordinated Loan Agreement”) with NewSpring SBIC Mezzanine
Capital II, L.P (“NewSpring”) and Peachtree II, L.P. (“Peachtree”).  If the balance outstanding under our agreements with
PNC, NewSpring and Peachtree become immediately due and payable and we are unable to raise significant capital or
obtain from PNC a waiver and an agreement to forbear, because we do not currently have sufficient liquidity to satisfy
these obligations if accelerated by PNC, NewSpring and Peachtree, PNC may proceed to foreclose on the collateral,
our business and financial condition will be materially and adversely affected and the value of your equity investment
in the Company could be adversely impacted.

As of August 31, 2012, we were in compliance with the covenants under our Credit Facility.  However, there can be
no assurance in the future that we will be in compliance with our covenants under the PNC Credit Facility or the
Subordinated Loan Agreement and, to the extent we are not in compliance that our lenders will agree to grant us a
waiver.

Our revenues are derived from a few major clients, the loss of any of which could cause our results of operations to be
adversely affected.

A large portion of our revenues are drawn from various civilian and military U.S. governmental departments and
agencies. These clients include the Department of Defense, Department of Justice, Department of Homeland Security,
Department of Health and Human Services, Department of Agriculture, Department of Commerce and the GSA.
During the last two fiscal years ended on August 31, 2012 and 2011, U.S. governmental department and agency
related sales accounted for approximately 39.2% and 41.4% of our total revenues, respectively.
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Either of the following additional risk factors could have a material negative impact on our business:

• seasonality of federal government related business makes future financial results less predictable;

• the government’s inability to resolve tax and spending issues could cause a severe reduction in our Federal revenues;
and

•due to our dependence on governments demand for IT products, a material decline in overall sales to the
government as a whole, or to a certain key agency thereof, could have a material adverse effect on our results of
operations.

Additionally, sales to one of the school districts accounted for approximately $29.3 million or 13.0% and $46.0
million or 21.7% of the Company’s total revenues for years ended August 31, 2012 and 2011, respectively.

We cannot assure you that we can successfully increase the portion of our revenues derived from IT consulting and
outsourcing.  If we are unsuccessful, our future results may be adversely affected.

Our transition from an emphasis on IT procurement services to an emphasis on providing IT consulting and
outsourcing has placed significant demands on our managerial, administrative and operational resources.  Our ability
to manage this transition effectively is dependent upon our ability to develop and improve operational, financial, and
other internal systems, as well as our business development capabilities, and to attract, train, retain, motivate and
manage our associates.  If we are unable to develop and improve operational, financial, and other internal systems or
our business development capabilities, or to attract, train, retain, motivate and manage our associates, our ability to
effectively deliver and support our services may be adversely affected.  Further, our transitional efforts to access
higher-margin consulting and outsourcing revenues may result in reduced IT procurement services revenue.  If we
successfully expand our IT services offerings, periods of variability in utilization may continue to occur.  In addition,
we are likely to incur greater technical training costs during such periods.  Historically, our IT procurement services
accounted for approximately 53.9% and 64.9% of our total revenues for the years ended August 31, 2012 and 2011,
respectively. In contrast, our IT consulting and outsourcing accounted for approximately 46.1% and 35.1% of our total
revenues for the years ended August 31, 2012 and 2011, respectively.

Our business will suffer if we fail to develop new services and enhance our existing services in order to keep pace
with the rapidly evolving technological environment.

The IT consulting and outsourcing market is characterized by rapid technological change, evolving industry standards,
changing client preferences and new product and service introductions. Our future success will depend on our ability
to develop solutions that keep pace with changes in the IT consulting and outsourcing market. We cannot assure you
that we will be successful in developing new services addressing evolving technologies on a timely or cost-effective
basis or, if these services are developed, that we will be successful in the marketplace. In addition, we cannot assure
you that products, services or technologies developed by others will not render our services non-competitive or
obsolete. Our failure to address these developments could have a material adverse effect on our business, results of
operations and financial condition.
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We may not be able to compete effectively in the highly competitive IT consulting and outsourcing industry.

The IT consulting and outsourcing business is highly competitive.  Our competitors include established computer
product manufacturers, some of which supply products to us, distributors, computer resellers, systems integrators and
other IT service providers.  Many computer product manufacturers also sell to clients through their direct sales
organizations and certain of them have announced their intentions to enhance such direct sales efforts.  Many of our
current and potential competitors have longer operating histories and financial, sales, marketing, technical and other
resources substantially greater than ours.  As a result, our competitors may be able to adapt more quickly to changes in
client needs or to devote greater resources than we can to the sales of IT products and the provision of IT services and
we may not have the resources necessary to compete effectively.

Our inability to maintain high personnel-utilization rates may adversely impact our profit potentiality.

The most significant cost relating to the services component of our business is personnel expense, which consists of
salaries, benefits and payroll related expenses.  Thus, the financial performance of our service business is based
primarily upon billing margins (billable hourly rates less the costs to us of service personnel on an hourly basis) and
utilization rates (billable hours divided by paid hours).  The future success of the services component of our business
will depend in large part upon our ability to maintain high utilization rates at profitable billing margins.  The
competition for quality technical personnel has continued to intensify, resulting in increased personnel costs.  This
intense competition has caused our billing margins to be lower than they might otherwise have been.  Our utilization
rates for service personnel likely will also be adversely affected during periods of rapid and concentrated hiring.

Competition for highly skilled technical personnel is intense and the success of our business depends on our ability to
attract and retain highly skilled professionals.

Our future success will depend to a significant extent on our ability to attract, train and retain highly skilled IT
development professionals. In particular, we need to attract, train and retain project managers, IT engineers and other
senior technical personnel. We believe there is a shortage of, and significant competition for, IT development
professionals in the U.S. with the advanced technological skills necessary to perform the services we offer. We have
subcontracted, to a limited extent in the past, and may do so in the future, with other service providers in order to meet
our obligations to our clients. Our ability to maintain and renew existing engagements and obtain new business will
depend, in large part, on our ability to attract, train and retain technical personnel with the skills that keep pace with
continuing changes in IT, evolving industry standards and changing client preferences. Further, we must train and
manage our growing work force, requiring an increase in the level of responsibility for both existing and new
management personnel. We cannot assure you that the management skills and systems currently in place will be
adequate or that we will be able to train and assimilate new associates successfully. Our failure to attract, train and
retain current or future associates could have a material adverse effect on our business, results of operations and
financial condition.

Our growth may be hindered by U.S. Citizenship and Immigration Services and Department of Labor restrictions.

Our continued success will depend, to a large extent, on our ability to remain in the forefront of developments in the
field of IT.  In order for us to remain competitive in the current market environment, it is critical for us to hire and
maintain the services of highly skilled and competitive associates who have the technical and practical expertise to
meet the high-end technological needs of our clients.  A number of our IT professionals are from developing
countries, especially India.  The ability of Indian nationals to work in the U.S. depends on obtaining the necessary
visas and work permits.
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The H-1B visa classification enables U.S. employers to employ foreign workers in specialty occupations that require
theoretical or technical expertise in a specialized field (such as, Systems Analysis and Systems Engineering) and a
bachelor's degree or its equivalent.  The H-1B visa usually permits an individual to work and live in the U.S. for a
period of up to six years. Under certain circumstances, H-1B visa extensions after the six-year period may be
available. There is a limit on the number of new H-1B petitions that U.S. Citizenship and Immigration Services, or
USCIS, one of the successor agencies to the Immigration and Naturalization Service, may approve in any federal
fiscal year. In years in which this limit is reached, we may be unable to obtain H-1B visas necessary to bring foreign
associates to the U.S.  Furthermore, the costs associated with obtaining H-1B visas is continuing to increase.

There is a statutory cap on H-1B petitions for Fiscal Year 2013 (FY 2013) of 65,000.  There is an additional 20,000
cap-exempt H-1Bs available for individuals who have a U.S. master’s or higher degree.  USCIS began accepting H-1B
petitions subject to the FY 2013 cap on April 1, 2012.  On June 11, 2012, USCIS received a sufficient number of
petitions to reach the statutory cap for FY 2013. On June 7, 2012, USCIS also received more than 20,000 H-1B
petitions on behalf of persons exempt from the cap under the advanced degree exemption. USCIS will reject petitions
subject to the cap for H-1B specialty occupation workers seeking an employment start date in FY 2013 that are
received after June 11, 2012.

Moreover, there are strict labor regulations associated with the H-1B visa classification. Larger users of the H-1B visa
program are often subject to investigations by the Wage and Hour Division of the U.S. Department of Labor. A
finding by the U.S. Department of Labor of willful or substantial failure by employers to comply with existing
Department of Labor regulations on the H-1B classification may result in back-pay liability, substantial fines, and/or a
ban on future use of the H-1B program and other immigration benefits.  We are subject to such audits from time to
time.

We also process immigrant visas for lawful permanent residence for associates to fill positions for which there are no
able, willing and qualified U.S. workers available to fill the positions. Compliance with the existing U.S. immigration
and labor laws, or changes in those laws making it more difficult to hire foreign nationals or limiting our ability to
successfully obtain permanent residence for our foreign associates in the U.S., could require us to incur additional
unexpected labor costs and expenses or could restrain our ability to retain the skilled professionals we need for our
operations in the U.S.. Any of these restrictions or limitations on our hiring practices could have a material adverse
effect on our business, results of operations and financial condition.

Our revenues and expenses are unpredictable. A decrease in revenues or increase in expenses could materially
adversely affect our operating results.

Our operating results have been, and will continue to be, impacted by changes in technical personnel billing and
utilization rates.  Moreover, we expect that downward pricing pressure will persist due to the continued
commoditization of computer products.  Further, there are numerous other factors, which are not within our control
that can contribute to fluctuations in our operating results, including the following:

• patterns of capital spending by clients;

• the timing, size and mix of product and service orders and deliveries;

• the timing and size of new projects, including projects for new clients; and

• changes in trends affecting outsourcing of IT services.
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We also believe that, to a limited degree, our business is seasonal with a greater proportion of our product sales
occurring in the first quarter of our fiscal year due to the capital budgeting and spending patterns of some of our larger
clients.  Operating results have been, and may in the future also be, affected by the cost, timing, and other effects of
acquisitions, including the mix of product and service revenues of acquired companies.

Our markets are highly competitive, and many of the companies we compete against have substantially greater
resources.

The markets in which we operate include a large number of participants and are highly competitive. Many of our
competitors may compete more effectively than we can because they are larger, better financed and better known
companies than we are. In order to stay competitive in our industry, we must also keep pace with changing
technologies and client preferences. If we are unable to differentiate our services from those of our competitors, our
revenue may decline. In addition, our competitors have established relationships among themselves or with third
parties to increase their ability to address client needs. As a result, new competitors or alliances among competitors
may emerge and compete more effectively than we can. There is also a significant industry trend towards
consolidation, which may result in the emergence of companies who are better able to compete against us. The results
of these competitive pressures could cause our actual results to differ materially and adversely from those anticipated.

Reduction in, or elimination of, our credit facilities with our primary trade vendors could have a material adverse
effect on our business and operations.

As of August 31, 2012, our open terms credit lines with our primary trade vendors, including aggregators and
manufacturers totaled $22.4 million. Under these credit lines, we are typically obligated to pay each invoice within
30-45 days from the date of such invoice. These credit lines could be reduced or eliminated without a notice, and this
action could have a material adverse effect on our business, result of operations, and financial condition.

Adverse changes in U.S. federal government fiscal spending could have a negative effect on our sales, gross margin,
and cash flow.

Changes in U.S. federal government spending policies or budget priorities could directly affect our financial
performance. Among the factors that could materially harm our business are:

• the combination of federal income tax increases and government spending restrictions potentially occurring at the
end of calendar year 2012, commonly referred to as the fiscal cliff;

•a significant decline in spending by the U.S. federal government in general or by specific departments or agencies in
particular, which may occur if lower tax revenues are received by the government as a result of any economic
slow-down;

• U.S. federal government shutdowns and other potential delays in the appropriation process;

• the use of a Continuing Resolution to fund agencies instead of a budget appropriation, which may cause our clients
within U.S. federal government agencies to defer or reduce work under our current contracts;

• changes in the structure, composition and/or buying patterns of the U.S. federal government;

• the adoption of new laws or regulations changing procurement practices; or
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These or other factors could cause U.S. federal government agencies and departments to reduce their purchases under
contracts, to exercise their right to terminate contracts, or not to exercise options to renew contracts, any of which
would cause us to lose future revenue.

The demand for our products and services in our state, local and education verticals depends primarily on state and
local budgets. Our business, financial condition and results of operations may be harmed if state and local budgets
continue to be constrained.

Education, state and local verticals sales levels are subject to fluctuations driven in part by state budgetary status and
changes in state and local government funding and spending patterns. We believe there has been a reduction in
spending by schools due to the general economic conditions in the U.S. and fiscal constraints on state and local
government budgets. A continuation of global capital and credit market instability, a sluggish economic recovery or a
return to a period of economic contraction could result in reductions or further reductions as the case may be, in
spending by school districts and other clients to which we sell products and services. A further reduction in spending
by our clients could have a material adverse effect on our business, financial condition and results of operations.

Any issue that compromises our relationship with agencies of the U.S. federal government would cause serious harm
to our business.

Our sales are highly dependent on the government’s demand for IT products. We believe that U.S. federal government
contracts will continue to be a source of the majority of our sales for the foreseeable future. For this reason, any issue
that compromises our relationship with agencies of the U.S. federal government would cause serious harm to our
business. A material decline in overall sales to the U.S. federal government as a whole, or to certain key agencies
thereof, could have a materially adverse effect on our results of operations. Among the key factors in maintaining our
relationships with U.S. federal government agencies are:

• our performance on individual contracts and delivery orders;

• the strength of our professional reputation;

• the relationships of our key executives with client personnel;

•our compliance with complex procurement laws and regulations related to the formation, administration and
performance of U.S. federal government contracts; and

• the ability of the U.S. federal government, at their convenience, to unilaterally terminate our contracts, in whole or
part.

To the extent that our performance does not meet client expectations, or our reputation or relationships deteriorate,
this would cause a negative effect on our sales, profitability and cash flow. Noncompliance with government
procurement regulations or contract provisions could result in substantial monetary fines or damages, suspension or
debarment from doing business with the U.S. federal government and civil or criminal liability.
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We are subject to regular review and audit by our government clients, government auditors and others, and these
reviews can lead to the non-renewal or termination of existing contracts, legal actions, fines and liabilities and other
remedies against us.

From time to time, we are subject to review and audit by governmental agencies relating to our governmental business
as well as our taxes.  Given the demands of working for governmental agencies, we expect that, from time to time, we
will have disagreements or experience performance issues with the various government clients for which we work.  If
performance or other issues arise as a result of any investigative process, the government retains the right to pursue
remedies, which could include fines or the threatened termination, termination or non-renewal under any affected
contract.  If any fines are levied or contract so terminated or not renewed, our ability to secure future contracts could
be adversely affected.  Further, the negative publicity that could arise from disagreements with the government could
have an adverse effect on our reputation in the industry, reduce our ability to compete for new contracts, and may also
have a material adverse effect on our business, financial condition, results of operations and cash flow.

Write-offs of goodwill and other intangible assets could adversely affect our future results of operations and financial
position.

Goodwill and intangible assets deemed to have indefinite lives are not amortized but instead are subject to annual
impairment tests. As of August 31, 2012 and 2011, we had goodwill of approximately $13.3 million and $18.6
million, respectively.  We performed impairment tests on goodwill as of June 1, 2012 and 2011.  As a result of the
impairment tests, we recorded goodwill impairments of $5.3 million and $200,000 as of June 1, 2012 and 2011,
respectively.  We test for impairment at least annually.  Such tests may result in a determination that these assets have
been impaired. Additionally, we had definite-lived intangible assets, net of accumulated amortization, as of August
31, 2012 and 2011 of approximately $10.5 million and $18.4 million, respectively.  In connection with the goodwill
impairment for the year ended August 31, 2012, the Company also recorded an impairment associated with
definite-lived intangibles of $4.1 million. If at any time we determine that an impairment has occurred with the
remaining goodwill and intangible asset balances, we will be required to reflect the impaired value as a part of
operating income, resulting in a reduction in earnings in the period such impairment is identified and a corresponding
reduction in our net asset value. A material reduction in earnings resulting from such a charge could cause us to fail to
be profitable or increase the amount of our net loss in the period in which the charge is taken or otherwise fail to meet
the expectations of investors and securities analysts, which could cause the price of our stock to decline.

Our business may be harmed by the contingent obligations we incurred in connection with our acquisitions or
acquisitions we may complete in the future.

In connection with our acquisitions, we have incurred the obligation to make contingent earn out payments tied to
performance criteria of the acquired businesses over a specified period. We also expect that acquisitions we may
complete in the future may contain contingent earn out payments, and these payments could be significant.  In
addition, contractual provisions relating to the contingent earn out obligations may include covenants to operate the
businesses acquired in a manner that may not otherwise be most advantageous to us.  Also in connection with our
acquisitions, we may have an obligation to pay liabilities associated with the put options on the shares issued to some
of the former owners of the acquired companies. These provisions may also result in the risk of litigation relating to
the calculation of the amount due or our operation of the business acquired. Such litigation could be expensive and
divert management attention and resources. Our obligation to make contingent payments may also result in significant
operating expenses.  We can provide no assurance that we will have sufficient funds to pay our contingent obligations
when due, or that such obligations, including the associated covenants relating to the operation of the acquired
business, will not otherwise adversely affect our business, liquidity, capital resources or results of operations.
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Our quarterly sales and operating results are volatile, which makes our future financial results difficult to forecast.

Our sales, operating results and earnings per share have been, and are expected to continue to be, subject to significant
fluctuations from quarter to quarter due to a number of factors including:

• the seasonality of our business due to the U.S. federal government’s buying and funding patterns;

• fluctuations in our gross margins due to variations in the mix of products and services sold;

• the number, size and scope of orders from our clients;

• availability of price protection, purchase discounts and rebate programs from vendors;

• contractual terms and degree of completion of projects;

• currency fluctuations; and

• changes in our sales cycles as we move towards solution selling.

Our recent level of gross margins may not be sustainable. In addition, changes in services gross margin may result
from various factors such as changes in the mix between technical support services and advanced services, as well as
the timing of service contract initiations, renewals and utilization of service personnel. As a consequence, sales
volumes and operating results for future periods are difficult to predict and, therefore, prior results are not necessarily
indicative of results to be expected in future periods.

Our cost structure is relatively fixed in the short term, which makes it difficult to reduce our expenses quickly in
response to declines in revenue or revenue growth.

We make expenditures to support our revenue growth in advance of achieving the expected revenue. Our expenses
associated with headcount and facilities can be difficult to reduce quickly due to the nature of those items. If revenue
does not grow as we expect or if it declines, our expenses may constitute a larger percentage of our operating budget
than we planned, which would adversely affect our profitability.

We must maintain our status as an authorized reseller/service provider of IT products. The loss of any one such
authorization could have a material adverse effect on our business and operations.

We are materially dependent on our continued status as an approved reseller of IT products and our continued
authorization as an IT service provider.  Without such authorizations, we would be unable to provide the range of
products and services we currently offer, including warranty services and manufacturers support services
contracts.  Our resale agreements with manufacturers generally are terminable by manufacturers upon 30 days’ prior
written notice.  The loss of one or more of such authorizations could have a material adverse effect on our business
and results of operations.

We have no long-term sales commitments from any of our suppliers. A loss of any of our principal suppliers would
material adversely affect our IT procurement business.

Our IT procurement business depends on large part upon our access to aggregators and manufacturers to supply us
with products at competitive prices and on reasonable terms for resale by us to our clients.  Certain agreements may be
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Our client engagements entail significant risks and a failure to meet a client’s expectations could materially adversely
affect our reputation and business.

Many of our engagements involve projects that are critical to the operations of our clients’ businesses and provide
benefits that may be difficult to quantify.  Our failure or inability to meet a client’s expectations in the performance of
our services could result in a material adverse change to the client’s operations and, therefore, could give rise to claims
against us or damage our reputation, adversely affecting our business, results of operations and financial condition.

Our use of fixed-price contracts could adversely affect our operating results.

From time to time we may enter into contracts that are performed on a fixed-price basis. Under a fixed-price contract,
we agree on the price that we will receive for the entire project, based upon a defined scope, which includes specific
assumptions and project criteria. If our estimates of our own costs to complete the project are below the actual costs
that we may incur, our margins will decrease, and we may incur a loss. The revenue, cost and gross profit realized on
a fixed-price contract will often vary from the estimated amounts because of unforeseen conditions or changes in job
conditions and variations in labor and equipment productivity over the term of the contract. If we are unsuccessful in
mitigating these risks, we may realize gross profits that are different from those originally estimated and incur reduced
profitability or losses on projects. Depending on the size of a project, these variations from estimated contract
performance could have a significant effect on our operating results for any quarter or year.

We may issue additional equity to management or in connection with future acquisition that may dilute our
stockholders’ ownership.

We have in the past and in the future will continue to issue equity or instruments with characteristics of equity to
management as part of our executive compensation program. In addition, as part of our strategy, we may acquire other
businesses and may use our stock as a portion of the purchase price for such transactions. Any future equity issuances
will result in further dilution to holders of our common stock.

Holders of our common stock may face a lack of liquidity.

Our common stock is currently traded on The Over-the-Counter Bulletin Board market.  Given the fact that our
common stock is thinly traded, there can be no assurance that the desirable characteristics of an active trading market
for such securities will ever develop or be maintained.  Therefore, each investor’s ability to control the timing of the
liquidation of the investment in our common stock will be restricted and an investor may be required to retain his
investment in our common stock indefinitely.

The market price of our common stock has been and is likely to continue to be volatile, which may make it difficult
for stockholders to resell common stock when they want to and at prices they find attractive.

Our share price has been volatile due, in part, to the general volatility of the securities market and the lack of liquidity
of our common stock. Factors other than our operating results may affect our share price and may include the level of
perceived growth of the industries in which we participate, market expectations of our performance success of the
partners and the sale or purchase of large amounts of our common stock.
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If we make future acquisitions of companies, technology and other assets, we may be exposed to numerous risks such
as difficulty integrating acquired companies, technologies and assets or generating an acceptable return on our
investment.

We may pursue opportunities to acquire companies, technologies and assets that would complement our current
service offerings, expand the breadth of our markets, enhance our technical capabilities or that may otherwise offer
growth opportunities as we have done in the past. Acquisitions involve numerous risks, including the following:

• difficulties and delays in integrating the system with our current operations;

• diversion of management’s attention away from normal daily operations of our business;

•difficulty in entering markets in which we have no or limited direct prior experience and where competitors in such
markets have stronger market positions;

• initial dependence on an unfamiliar system while training personnel in its use;

•difficulties and delays in processing financial information from acquired companies to allow for timely filing of
periodic reports;

• insufficient revenues to offset increased expenses associated with acquisitions; and

• the potential loss of key associates of the acquired companies.

Acquisitions may also cause us to:

• issue common stock or preferred stock or assume stock option plans that would dilute current stockholder’s
percentage ownership;

• use cash, which may result in a reduction of our liquidity;

• assume liabilities;

•record goodwill and other intangible assets that would be subject to impairment testing and potential periodic
impairment charges;

• incur amortization expenses related to certain intangible assets;

• incur large and immediate write-offs; and

• become subject to litigation.

Mergers and acquisitions of companies in our industry and related industries are inherently risky, and no assurance
can be given that our acquisition strategy will be successful, that we will have the resources to pursue this strategy,
and that such acquisitions will not materially adversely affect our business, operating results, or financial condition.
Failure to manage and successfully integrate acquisitions could harm our business and operating results in a material
way. Even when an acquired company has already developed and marketed products or services, there can be no
assurance that product enhancements will be made in a timely fashion or that all pre-acquisition due diligence will
have identified all possible issues that might arise with respect to such products or services.
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We could find it challenging to obtain financing for future acquisitions.

We are currently a net borrower of cash.  In the current market environment, many of the companies we are looking at
to acquire are looking for a significant cash payment up front as part of the overall consideration.  Since our ability to
raise more debt, based on our current balance sheet, may hinder our ability to acquire companies, we continue to
improve our balance sheet.  Any tightening of credit markets could also limit our ability to fully execute our growth
strategy in the future.

Fluctuations in foreign currency exchange rates could negatively impact our results of operations.

We are exposed to gains and losses resulting from the effect that fluctuations in foreign currency exchange rates have
on the reported results in our Consolidated Financial Statements due to the translation of operating results and
financial position of our foreign subsidiaries.

We are subject to changes in U.S. and global market conditions that are beyond our control and may have a material
effect on our business and results of operations.

The U.S. States and global economies are currently experiencing a period of substantial economic uncertainty with
wide-ranging effects. The Company is unable to predict the impact, severity, and duration of these economic events,
which could have a material effect on the Company’s consolidated financial position, results of operations or cash
flows.  

Weather conditions may adversely impact our business.

Weather conditions may adversely impact our operating results. The occurrence of hurricanes and other storms could
result in the disruption of our operations. While we traditionally maintain property and casualty insurance coverage
for damage caused by hurricanes and other storms, there can be no assurance that such insurance coverage is adequate
to cover losses that we may sustain as a result of hurricanes and other storms. For example, our headquarters, in
northern New Jersey, was forced to close for two weeks as a result of sustained power interruptions associated with
Hurricane Sandy.  We maintain insurance for property damage and business interruption, subject to deductibles. We
cannot currently quantify the negative effects of business interruption associated with Hurricane Sandy.

Information technology failures and data security breaches could harm our business.

We use information technology and other computer resources to carry out important operational and marketing
activities and to maintain our business records. These information technology systems are dependent upon global
communications providers, web browsers, telephone systems and other aspects of the Internet infrastructure that have
experienced security breaches, cyber-attacks, significant systems failures and electrical outages in the past. A material
network breach in the security of our information technology systems could include the theft of customer, employee
or company data.  A security breach or a significant and extended disruption in the functioning of our information
technology systems could damage our reputation and cause us to lose customers, adversely impact our sales and
revenue and require us to incur significant expense to address and remediate or otherwise resolve these kinds of
issues. The release of confidential information as a result of a security breach may also lead to litigation or other
proceedings against us by affected individuals or business partners, or by regulators, and the outcome of such
proceedings, which could include penalties or fines, could have a significant negative impact on our business. We may
also be required to incur significant costs to protect against damages caused by these information technology failures
or security breaches in the future. We routinely evaluate the effectiveness of the security of our information
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technology systems, and we regularly enhance our security measures to protect our systems and data.  However, we
cannot provide assurances that a security breach, cyber-attack, data theft or other significant systems failures will not
occur in the future, and such occurrences could have a material and adverse effect on our consolidated results of
operations or financial position.
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Item 1B.     Unresolved Staff Comments

Not applicable.
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Item 2. Properties

Our corporate headquarters is currently located in Springfield, New Jersey.  We do not own any real property.  The
following table contains information about our material leased facilities.

Address

Reporting
Segment
Used by

(Size in
Square Feet) Monthly Rent Expiration Date

Civic Office Building, 20th Floor
Suite 2050 CSLED 7,688 $ 25,571 January 31, 2020
20n Wacker Drive
Chicago, IL
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