F=
SYNODON

MANAGEMENT’S DISCUSSION AND ANALYSIS OF
OPERATIONS AND FINANCIAL CONDITION

FOR THE THREE-MONTH PERIOD ENDED JANUARY 31, 2008



Synodon Inc. Periods ended January 31, 2008 and 2007

MANAGEMENT DISCUSSION AND ANALYSIS

This Management Discussion and Analysis (“MD&A”) was prepared as of M2a8; 2008 and
should be read in conjunction with the Corporation's comparative audited ariimaaicial
statements for the year ended January 31, 2008 and the notes conthareth.t The
accompanying consolidated financial statements have been preparextcordance with
Canadian generally accepted accounting principles (“GAAP”) anel @orporation’s reporting
currency which is the Canadian dollar. Synodon is a reporting issudreifPtovinces of British
Columbia, Alberta, Saskatchewan, Manitoba, Ontario and Nova Scotia. The Caprat
shares trade on the TSX Venture Exchange under the symbol “SYD”.

Additional information relating to the Corporation is available on tBgstem for Electronic
Document Analysis and Retrieval (‘SEDAR”) web sitevatw.sedar.com

This MD&A contains forward-looking statements. Please seeséntion “Note Regarding
Forward-looking Statements” for a discussion of the risks, uagdits and assumptions
relating to those statements.

Overview

Synodon Inc. is an advanced remote sensing technology company which Vietepet® a
proprietary platform technology called realSens™ (the "Techgdldbat has been proven to be
capable of measuring small ground-level gas concentrations &n aircraft flying up to 300
metres in altitude.

The underlying technology and detection principle of realSensd¥ developed and proven
through Canada's Space Program by the University of Toronto amabian Space Agency and
then further refined by Synodon's scientists. The Technagjesigned to be capable of
passively and remotely sensing ground-level concentrations of eawaitety of gases such as
methane, ethane and other hydrocarbon based gases as well @sagnoarbon monoxide and
nitrogen oxides. Unlike the space technology on which it isdhagleich measures gases from
instruments located in earth's orbit (typically 100 to 700 km altitude), resllSés intended to do

so from within the atmosphere.

The potential applications for realSens™ are very broad aeuid de applied to various
circumstances that require the remote measurement of groweidyes concentrations such as:
hydrocarbon emissions, pollution monitoring, industrial emission inwgntoazardous gas
monitoring during emergencies, greenhouse gas emission invetiwgg drug manufacturing
detection, chemical weapon monitoring and other military and seha#igd applications. For
each one of these applications, a targeted, slightly modiéesion of the Technology could be
used as each specific instrument can be built to measure one tpriimary gases such as
ammonia, benzene, nitrogen oxides and carbon monoxide.

The first gas sensing market targeted by Synodon is theidate€thydrocarbon emissions from

the world's oil and gas industries, of which the market isnestid at $1.6 billion a year.

Synodon's first commercial detection instrument is currentiygbeested and is tuned to detect
ethane, which enables a broad range of applications in the naasraldystry while a planned

benzene measuring instrument will be deployed for sensing opportunitiesihgbetors.
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The first vertical market Synodon will focus its efforts upeifi be the natural gas pipeline

market. This market consists of pipeline operators who owomtrol gathering, transmission

and distribution lines. In this sector, Synodon has already athiavnumber of successful
prototype tests of the realSens™ technology with its st@afemitners. The gas leak detection
service that Synodon will provide is expected to offer a loprezed and potentially more

accurate gas leak sensing solution compared to current inspection mattiosisnarket sector.

The realSens™ technology has a number of competitive featuregr¢hakpected to make it a
more economic and effective leak detection application than clyrexisting natural gas leak
detection technologies. The primary feature is the factrd@fens™ has been developed for
use on aircraft allowing it to have an inspection speed tfdl {80 times faster when compared
to current ground deployed solutions.

Since inception, Synodon has expended $miflion primarily for product research and
development but also for initial marketing, advertising, promotiwh @ublic relations activities.
The Corporation has not been profitable since its inception gretes to incur further losses in
continuing the development of its product. The Corporation does not etpegenerate
significant revenues until the completion of a number of custdiigét demonstrations in the
first half of 2008. The Corporation is currently implementing rating and sales strategies for
its product.

The Corporation has expensed all research and development and prexpgpelitures as
incurred with no development expenditures being capitalized. Thaofadion has not yet met
the specific criteria under Canadian GAAP related to techmwrket and financial feasibility to
allow for the capitalization of development costs. At Octddikr 2007, the Corporation had
approximately $4,160,600 of non-capital losses available to reduce faxaele income and
$84,800 of investment tax credits available to reduce income taxes payable.

Main Accomplishments during the Period

Helicopter pod installed on Bell-206 prior to vibration flight testing
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realSens™ instrument during integration on helicopter pod

The primary accomplishment during the first quarter was ticeessful field demonstration of
the realSens™ technology.

The realSens™ flight tests were performed in December 200ddson, Arizona. The goals of
the first set of flights was to, (i) measure the signaés the target regions, (ii) observe how well
the realSens™ technology operated, and (iii) provide datadw alh estimate of the observable
leak rates. The target region of the flights was the Rmanty Fairgrounds (PCF), southeast of
Tucson. The goal of the second set of flights was to detecfacasuevel leak of ethane in the
PCF area.
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December 2007 general flight path
The results of the first set of flight test were:

1. Demonstrated that the realSens™ instrument is compatilite tive helicopter flight
environment.

2. Demonstrated that the realSens™ instrument meets the radtospetcifications. This is a
validation of the realSens™ instrument concept and optical design tlee instrument
manufacturing quality.

3. Demonstrated that the realSens™ instrument performandéhis the required range and is
slightly better than the Corporation’s predictions. This aalates the analytic model that the
Corporation has used to predict the instrument performance.

The results of the second set of flight tests were:

1. Demonstrated that the realSens™ instrument detects groundleneds of ethane from a
helicopter,

2. Detected the leak every time that it passed over the gas,

3. Did not detect a plume when no gas was present (no false leaks),

4. Detected plumes downwind of the leak source (up to 40 m from the source),

5. Demonstrated that the realSens™ instrument performancehia tie Corporation specified
range and is slightly better than the Synodon analytical model prediction.
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Example of detected ethane plume over aerial image

The results of the December flight tests were announceddlease on January 3, 2008 and are
very significant since the Corporation was able to demondthatethe realSens™ technology
performs to the level required to start demonstrations to pribgpecatural gas pipeline
customers (the first market vertical entry into the roughly $iililon hydrocarbon remote
sensing industry).

Next Steps

Following these successful test results, the Corporatiors pteimitiate a public demonstration of
the realSens™ technology at which pipeline company representatweell as other industry
stakeholders will be invited. Subsequent to these public thet§€drporation intends to perform
a number of demonstrations on operational pipeline networks for a peweifis natural gas
pipeline operators with which it also intends to initiate comtregotiations shortly following
these tests.
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Synodon Inc.

Summary of Quarterly Results

Periods ended January 31, 2008 and 2007

Quarterly Three Months Ended,
Statement of January 31, October 31, July 31, 2007 April 30, January 31,
Income 2008 2007 (%) 2007 2007

(%) (%) (%) $)
'F:'eerti(')‘(’jss for the (360,068 (368,334) (621,654) (364,207 (451,993
Loss per share (basic
and diluted) (0.02) (0.02) (0.03 (0.02 (0.02
Weighted-average |, 733 597 0,315,502 20,249,023|  20,247,90,  18,297,21
shares outstanding

Selected Financial Information

Statements of Loss and Deficit, Three-Month PeriodEnded January 31, 2008 January 31, 2007
(%) $)

Total revenue — —

Research and development costs, net of governrasistance (178,130) (209,358)

Stock-based compensation expenses (17,049) (66,191)

Office and general administrative expenses (113,706 (171,232)

Other revenue and expenses (51,183) (5,212)

Net loss for the year (360,068) (451,993)

Loss per share (basic and diluted) (0.02) (0.02)

Deficit, at end of period (6,113,326) (4,399,063)

Balance Sheets January 31, 2008 | October 31, 2007
$) (%)

Total assets 171,095 165,223
Total liabilities 1,200,926 884,13%
Share capital 4,271,564 4,239,464
Warrants on issue of units 256,634 256,634
Contributed surplus 555,297 538,244
Deficit, at end of period (6,113,326) (5,753,258)
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Comparison of Three Month Periods Ended January 31, 2008 and January 31, 2007
Results of Operations

An operating loss of $360,068 or $0.02 per share was incurred for the paded January 31,
2008, which compares to an operating loss of $451,993 or $0.02 per share faiathepaed
January 31, 2007. The decrease is attributable primarily to aeadecrin research and
development costs as well as a decrease in stock based cotopersat administrative
expenses.

Research and Development Expenses

During the period ending January 31, 2008, gross research and developrieiriccosed were
$189,920 compared to $365,309 in the corresponding period in 2007. A portion of these expenses
were recovered through two government programs as described bRlesearch and
development costs, net of these government contributions, were $178,189 period ended
January 31, 2008 and $209,358 in the corresponding period in 2007. Research minéatve

costs are comprised of two main categories: wages and keaeditthird party subcontractors

and materials.

For the three month periods ended January 31, 2008 January 31, 2007
®) ($)
Wages and benefits 96,989 81,677
Subcontractors and materials 92,931 283,632
Gross research and development costs 189,920 365,309
Less
Investment tax credit benefits recorded - 65,354
SDTC funding 11,790 90,597
Research and development costs, net 178,130 209,358

The subcontractor costs decreased significantly due to the dmmplef the commercial
instrument and helicopter mounting system manufacturing contracts withdde®l suppliers.

With the first commercial system now completed and tested;dingoration anticipates that the
R&D expenses will remain lower compared to historical numbers andrianiag development
costs to bring the technology to commercialization will be approximately $3D0,00

Recoveries of Research and Development Expenses

The Corporation recorded investment tax credits ("ITC") dfilNthe period ended January 31,
2008 and $65,354 for the period ended January 31, 2007, earned on qualifyie® SR@vities
for Canadian tax purposes, as a reduction of research and development costs

The Corporation has been receiving assistance from a gosetnpnogram called Industry

Energy Research and Development Program ("IERD"). As of January 31, 2008 dse$48\413
of available funding remaining to be claimed. The advances arentevast bearing and are only
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repayable upon revenue earned from the funded technology, at an am@%at af revenue
earned in connection with this project.

The Corporation has also been receiving assistance from the Gemaa#ation for Sustainable
Development Technology (“SDTC”). Upon the Corporation attainimgdatermined milestones,
SDTC has been advanced non-repayable funds totalling the 1€$&&00000 and 24.77% of the
eligible project costs, less 10% holdbacks on each advance. As at January 31, 2308n&MHi1,
#2 and #3 were earned and the Corporation received $585,000 ($650,000 |d=sdi®ék) for
these milestones.

Stock Based Compensation Expenses

Stock-based compensation has decreased to $17,049 in the period endgd31ar2@08 from
$66,191 in the corresponding period in 2007. The decrease is due to fewes eptiting in the
period.

Office and General Administrative Expenses

Office and administrative expenses decreased to $113,706 in the petexti January 31, 2008
versus $171,232 in the corresponding period in 2007 primarily as aoédecreases in auditing
and listing fees as well as IT services. The table belowneatthe key components that comprise
office and administrative expenses.

For the three month period ended January 31, 2008 January 31, 2007
6] $)

Legal and professional fees 21,971 19% 30,349 18%
Consulting 16,107 14% 42,350 25%
Travel 16,074 14% 4,526 3%
Wages 12,842 11% 24,132 14%
Rent and utilities 18,187 16% 15,641 9%
Other 28,554 26% 54,234 31%
Total 113,705 100% 171,232 100%

Legal and professional fees as well as consulting fees awn in the period ended January 31,
2008 compared to the corresponding period in 2007 primarily due to a skeeneéinancing
activities and related consulting required. Travel expensesased between the two periods due
to costs associated with completion of field testing a@iwiin Tucson, AZ. Wage expenses
decreased due to the elimination of a short-term temporafingtgsition while other office
and general administrative expenses also decreased due tonipdetion of the corporate
network setup.

Other Expenses
Financing and interest cost increased significantly in tm®gended January 31, 2008 due to
interest paid on US based payables. Foreign exchange losskavasacreased during the same

period due to the drop of the Canadian dollar relative ttJ&elollar and the large payables that
were being carried forward in US currency.
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Capital Resources and Liquidity

The Corporation's financial statements have been prepared riggement in accordance with
Canadian GAAP on a going concern basis which presumes theatiealiof assets and discharge
of liabilities in the normal course of business for the foreseeatileet

The Corporation has incurred significant losses since incorporahd as at January 31, 2008,
the Corporation has an accumulated deficit of $6,113,326. The Cogosatbility to continue
as a going concern is dependent upon achieving profitable g@pesrathe continued financial
support of its investors and the ability to obtain additionht de equity financing. The outcome
of these matters cannot be predicted at this time. Atepteshe Corporation does not have
sufficient cash to continue its activities in the normal seunf business. The Corporation is
currently seeking a new round of financing which must be comptatedme other financing
obtained in order to continue in business.

Funds used in operations, being net loss adjusted for non-cash op#estingand changes in
non-cash working capital items, was $109,496 for the period ended January 31, 2008 compared to
$1,140,553 for the corresponding period in 2007.

Since inception, Synodon has financed its working capital remeints primarily through
proceeds received from equity and debt financing. Financing aesivdtiring the period ended
January 31, 2008 consisted primarily of cash in the amount of $104,889 frassuhece of
notes payable and exercising of warrants. Financing activtiéag the corresponding period
ended January 31, 2007 consisted primarily of cash in the amount oflL 84@8rom the
issuance of equity through an Initial Public Offering.

Related Party Transactions

During the three month periods ended January 31, 2008 and 2007, interéstweed on debt
outstanding to directors of the Corporation. These related partgactions occurred during the
normal course of the Corporation's operations and are measured at their exchanges, which
is the amount established and agreed upon between the Corporation and the rékeded pa

The Corporation leased facilities used by the Corporation framoféicer who is also a
shareholder. Total rental payments for the three-month period elashetiry 31, 2008 were
$1,000 and for the corresponding period ended January 31, 2007 were $1,500.

The Corporation incurred interest expense related to promissosy petable to its directors in
the amount of $1,373 for the period ended January 31, 2008 versus $1,230 in tp®odimgs
period in 2007.

Outstanding Share Data

As at March 26, 2008, there were 20,808,609 common shares issued and outsianseibas
1,540,000 options and 2,122,222 warrants to purchase common shares.
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Subsequent Events
Options grant

On February 12, 2008, the Company granted 300,000 options to purchase comrasntahar
officers and employees which vest over a two year period anéxaercisable at $0.78 per
option.

Issuance of common shares for debt

On February 12, 2008, the Company issued 64,103 common shares to a suppigfaaticatof
a liability to that supplier incurred during December, 2007. iBgaance of these shares is
subject to approval of the TSX Venture Exchange.

Issuance of promissory notes

Subsequent to January 31, 2008, the Company issued $17,000 worth of promissorgf note
which $3,000 was to a director of the Company. These promissory matesterest at 8% and
are repayable on demand.

Private Placement

The agreement that the Company entered into with ParadigmaCapd was disclosed as a
subsequent event in the October 31, 2007 financial statements is o tbemgy pursued in its
described form.

Disclosure Controls and Procedures

Management is responsible for establishing and maintainintpslise controls and procedures
and internal control over financial reporting for the Corporaticasel on an evaluation of the
Corporation’s disclosure controls and procedures as of the ert gferiod covered by this
MD&A, certain weaknesses have been identified which needed toohecied. As a
conseqguence, the Corporation developed and adopted a series of politigocedures which
management believes are effective in providing reasonableraasges that material items
requiring disclosure are identified and reported in a timely manner.

Internal Controls over Financial Reporting

Internal controls over financial reporting (“ICFR”) aresiged to provide reasonable assurances
regarding the reliability of the Corporation’s financial repwrtand its preparation of financial
statements for external purposes in accordance with Canadian .GAdEBagement’s
documentation and assessment of the design of the Corporation’s ICFR is undeofvtheadate

of this MD&A. Management has identified certain areas witecan enhance process controls,
such as a lack of segregation of duties because of limit#fl relsources, and intends to
incorporate such enhancements into the ICFR over the nextetwabnths. However, the
Corporation believes that these control weaknesses have msetdcany material information to
be withheld in its financial disclosure, or impacted reported finanesailts.

Critical Accounting Estimates

In preparing the Corporation's financial statements in conformityy Canadian GAAP,
management is required to make estimates and assumptiordféicathe reported amounts of
assets and liabilities, the disclosure of contingent aisset liabilities at the date of the financial
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statements and the reported amounts of revenue and expenses lkleriegpdrting periods.
Critical accounting estimates identified by management incthdeamount of development
expenditures expensed as opposed to capitalized; the fair vabmiais and common share
purchase warrants; the allocation of proceeds on the issoaromvertible promissory notes;
and the income tax valuation allowance.

All costs of research activities are expensed in theogem which they are incurred.
Development costs are charged as an expense in the period incuessdaudevelopment project
meets stringent criteria for cost deferral and amortization. Theo€adion assesses whether these
costs have met the relevant criteria for deferral and @&abdn at each reporting date. No
development costs have been deferred to date.

An estimate is made of the cost of the Corporation's stockitsapensation and other stock-
based payments made. The Corporation has adopted the Black-Scholé$omusldair value
based method of accounting for stock options and warrants. Opitamgpmodels require the
input of highly subjective assumptions regarding expected votatthanges in assumptions can
materially affect the fair value estimate, and theretbie existing models do not necessarily
provide a reliable measure of the fair value of the Cotmora stock options and warrants at the
date of grant.

With respect to income taxes, the Corporation has a net tax berwfiting from non-capital
losses carried forward, pools of scientific research and emeetal development expenditures
and investment tax credits. In view of the Corporation's losses sirgg@iorcand expected future
losses, we believe that it is unlikely that these taxtasgd be realized in the foreseeable future
and hence, a full valuation allowance has been recorded againstinbesge tax assets.
Accordingly, no future income tax assets are recorded on the balanee sheet

Financial Instruments
Fair Value

Canadian GAAP requires that the Corporation disclose informatiout the fair value of its
financial assets and liabilities. Fair value estimatesnaade at the balance sheet date based on
relevant market information and information about the finanogtrument. These estimates are
subjective in nature and involve uncertainties in significaatters of judgment and therefore
cannot be determined with precision. Changes in assumptions couificaigly affect these
estimates.

The Corporation's financial instruments consist of cash, accoecgs/able, contract deposits,
investment tax credits recoverable, accounts payable, noteSlgpayal deposit on distribution
rights. The Corporation estimates that the fair value dfetlimancial instruments approximate
their carrying values due to the relatively short periods to maturttyese instruments.
Off-Balance Sheet Arrangements

The Corporation does not have any off-balance sheet arrangements
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CHANGES IN ACCOUNTING POLICIES
Effective November 1, 2007, the Corporation adopted the following new accounticiggol
CICA 1506 — Accounting Changes

This new standard allows an entity to change an accounting poligyif the change is required
by a primary source of GAAP or if the new policy results iorenreliable and more relevant
information about the effects of transactions, other eventsraittons on the entity’s financial
position, financial performance or cash flows. This standaeffective for interim and annual
periods related to fiscal years beginning on or after JanLia®007. The adoption of this
standard did not have any effect on the Corporation.

CICA 1535 — Capital Disclosures

This new standard requires an entity to provide discloselated to its capital and how it is
managed. The standard is effective for interim and annuabdserelated to fiscal years
beginning on or after October 1, 2007.

The Corporation’s objective in managing its capital is to enthat it has appropriate financial
resources to continue to further its technology toward coniatieedion. The Corporation has
been primarily dependent upon the issue of common shares and units cargmimon shares
and a portion of a common share purchase warrant as sourcedalfaspnarket conditions and
the stage of the Corporation’s technology development have alloDedng certain times when
market conditions have not been suitable for issuing units omoonshares, the Corporation has
accessed lease financing and issued notes payable as short to madisoutees of capital.

The Corporation is not currently subject to any externally imposed caggtatements.

Subsequent to January 31, 2008, the Corporation entered into an agreetimeam agent to
undertake an offering of units on a “best efforts” basis.

CICA 3862 — Financial Instruments — Disclosure

This new standard establishes standards for disclosure abontidinanstruments and non-
financial derivatives. The standard is effective forimh and annual financial statements
relating to fiscal years beginning on or after October 1, 2007.

Credit risk

The Corporation’s accounts receivable as presented on msclealsheet represent its total
exposure to credit risk and are comprised primarily of holdbackted:to government assistance
programs. These holdbacks are expected to be released unrpbeation filing appropriate
final reports including external auditors’ reports on certaiarfaial information of the related
program. The Corporation expects to collect the holdbackdiog &f the final reports required
under the programs.

CICA 3863 — Financial Instruments — Presentation

This new standard supersedes and carries forward unchangad@gbatation standards of CICA
3861 Financial Instruments — Presentation and Disclosure. Thestaadeffective for interim
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and annual financial statements relating to fiscal yearshieg on or after October 1, 2007.
There was no effect on the Corporation of adopting this standard.

RECENT ACCOUNTING PRONOUNCEMENTS ISSUED BUT NOT YET ADOPD
International Financial Reporting Standards

In February 2008, the Canadian Accounting Standards Board confirme@ahatliian public
companies will be required to adopt International Financial RiegoiStandards for years
beginning on or after January 1, 2011. The Corporation has not yeatedathe effect of this
change in standards on its financial statements.

Note Regarding Forward-Looking Statements

This MD&A includes forward-looking statements about Synodon Inc., inguds business
operations, strategy and expected financial performance and icondiorward-looking
statements include statements that are predictive ureyatepend upon or refer to future events
or conditions, or include words such as ‘expects’, ‘anticipatagenrids’, ‘plans’, ‘believes’ or
negative versions thereof and similar expressions. In additionstatgments that may be made
concerning future financial performance (including revenues,reg@ind growth rates), ongoing
business strategies and prospects, and possible future actibe @orporations’ part, are also
forward-looking statements that reflect our current beliatsae based on information currently
available to us and on assumptions that we believe are addsorActual results and
developments may differ materially from the results and devedofsrdiscussed in the forward-
looking statements as they are subject to a number of significasinskuncertainties which can
be beyond our control. The reader is cautioned to consider these anthotbies carefully and
not place undue reliance on forward-looking statements. We arg waodebligation (and
expressly disclaim such obligation) to update or alter the forward-loskitgments whether as a
result of new information, future events or otherwise untgberwise required by applicable
securities legislation.

Page 14 of 14



