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MANAGEMENT’S DISCUSSION AND ANALYSIS

This management’s discussion and analysis (“MD&A”") was preparedfaBebruary 17, 2010 and
should be read in conjunction with Synodon Inc’s. (“Synodon” or the “Company”) eddinnual
financial statements for the year ended October 31, 2009 and the notesnedntherein. The
accompanying financial statements have been prepared in accordandeanaldian generally accepted
accounting principles (“GAAP”) and in the Company'’s reporting curremdych is the Canadian dollar.
Synodon is a reporting issuer in the Provinces of British Columblzertd, Saskatchewan, Manitoba,
Ontario and Nova Scotia. The Company'’s shares trade on the TSX VErtlv@nge under the symbol
“SYD".

Additional information relating to the Company is available on theeBydor Electronic Document
Analysis and Retrieval (“SEDAR”) web sitevatvw.sedar.com

This MD&A contains forward-looking statements. Please sees¢l@on “Note Regarding Forward-
Looking Statements” beginning on page 23 of this MD&A for a discussithe afsks, uncertainties and
assumptions relating to those statements.

Overview

This section is forward-looking by nature. It is qualified entirely byseéngtion “Note Regarding Forward-
looking Statements”, beginning on page 23 of this MD&A. It is alsoifigdlby the section “Risks
Relating to the Business”, beginning on page 18 of this MD&A.

Synodon is an advanced remote sensing technology company which haseteegbopprietary platform
technology called realSens™ (the "Technology") that has beerrmptowe capable of measuring small
ground-level gas concentrations from an aircraft flying up to 300 meteadistirde.

The underlying technology and detection principle of realSens™ dewasloped and proven through

Canada's Space Program by the University of Toronto and Can@daoe Agency and then further

refined by Synodon's scientists. The Technology is designed to bbleay passively and remotely

sensing ground-level concentrations of a wide variety of gasds asianethane, ethane and other
hydrocarbon based gases as well as ammonia, carbon monoxide agenndkides. Unlike the space

technology on which it is based, which measures gases frommesits located in earth's orbit (typically

100 to 700 km altitude), realSens™ is intended to do so from within the atmosphere.

The potential applications for realSens™ are very broad @it be applied to various circumstances
that require the remote measurement of ground-level gas coniogstrsuch as: hydrocarbon emissions,
pollution monitoring, industrial emission inventory, hazardous gas mowjtaturing emergencies,
greenhouse gas emission inventory, illegal drug manufacturingtidatechemical weapon monitoring
and other military and security based applications. For eacbfdhese applications, a targeted, slightly
modified version of the Technology could be used as each specifiomaestr can be built to measure one
to four primary gases such as ammonia, benzene, nitrogen oxides and carbon monoxide.

The first gas sensing market targeted by Synodon is the detedtihydrocarbon emissions from the

world's oil and gas industries, of which the market is estiate$1.6 billion a year. Synodon's first

commercial detection instrument is tuned to detect ethane ahémee which enables a broad range of
applications in the natural gas industry while a planned, slighigified benzene measuring instrument
will be deployed for sensing opportunities in the oil sectors.
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The first vertical market Synodon will focus its efforts updh ke the natural gas pipeline market. This
market consists of pipeline operators who own or control gatheransmission and distribution lines. In

this sector, Synodon has already achieved a number of successtiyp®otests of the realSens™

technology with its strategic partners. The gas leak tieteservice that Synodon will provide is

expected to offer a lower priced and potentially more accgadeleak sensing solution compared to
current inspection methods in this market sector.

The realSens™ technology has a number of competitive featurearéhakpected to make it a more

economic and effective leak detection application than clyrexisting natural gas leak detection

technologies. The primary feature is the fact that reasSehas been developed for use on aircraft
allowing it to have an inspection speed that is 70 - 80 tim&terfavhen compared to current ground
deployed solutions.

Since inception, Synodon has expended $8ilbon primarily for product research and development but
also for initial marketing, advertising, promotion and public et activities. The Company has not
been profitable since its inception and expects to incur fulbtsees in continuing the development and
testing of its product. However, the Company expects to startagegmgerevenues in fiscal year 2010 now
that its realSen¥ technology is in final field trials and customer demonstratiom® Tompany is
currently implementing marketing and sales strategies for its product

The Company has expensed all research and development and prototgpascosturred with no
development costs being capitalized. The Company has not yet negeitiic criteria under Canadian
GAAP related to technical, market and financial feasibtlityllow for the capitalization of development
costs. At October 31, 2009, the Company had approximately $6,465,000 ofpitahioases available
to reduce future taxable income and $175,800 of investment tax @edilable to reduce income taxes
payable.

Main Accomplishments during the Period

This section is forward-looking by nature. It is qualified entirely byséngion “Note Regarding Forward-
looking Statements”, beginning on page 23 of this MD&A. It is alsoifiedilby the section “Risks
Relating to the Business”, beginning on page 18 of this MD&A.

Third Party Withessed Technology Demonstration

The Company has completed a series of flight tests in December 2008 and 2800&tat concluded in
a third party witnessed demonstration on January 13, 2009. Presernd wansber of representatives
from pipeline operators and other related companies from Cad&#g, Mexico and Israel. During the
test, the Company successfully demonstrated the ability to dgbecte levels typically present in natural
gas pipeline leaks and presented the results within 24 houtwe dfight. The image below shows a
typical image of the detected gas plume.
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The results of the demonstration have been published in the September 2009 issugelinikeaRd Gas
Journal, a trade magazine with worldwide distribution. A cdpthe article can be found on Synodon’s
website.

Latin America Distributor Option

On March 2, 2009 the Company signed a realSeservice distribution option agreement with the U.S.
subsidiary of an international services company. The agreemess the option holder the option to
purchase the realSéffspipeline leak detection rights for Venezuela, Mexico, ColomBiaatemala,
Belize, Honduras, El Salvador, Nicaragua, Costa Rica, Panamacaaddt. The distributorship will be
for a period of three years which can be automatically renéevea further five years upon successful
completion of annual performance targets. The option holder atgives a first right of refusal on
Argentina, Peru, Brazil, Bolivia, Chile, Spain and Portugal, iffitst three years’ annual performance
targets are met and an expanded territory fee is paid.

realSen8" Instrument Importation into Canada

The realSer¥' technology has been manufactured in the U.S. with primarily Ur& @ad components
which required Synodon to follow a one-time export licensing procedinis.step was completed on
June 20, 2009 when the technology and all of the accompanying paperworéceiaed at Synodon’s
laboratory facility in Edmonton.

Natural Resources Canada Arctic Flights Completed
On June 24, 2009, Synodon received the go-ahead from Natural ReSbaneeka to proceed with the

flight portion of the joint Arctic methane seeps projectigddf campaign was organized and deployed to
Inuvik, the home base for the flights, during the second week of A§0S. The campaign involved the
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surveying of an area roughly 25 square kilometres right atnitwgth of the Mackenzie Delta on the
Beaufort Sea. The preliminary results demonstrated theersliStechnology’s ability to detect and
measure known seeps ranging from 0.2 to G8nin (425 to 1270 fthr) of methane gas flow. The two
images below show the general context and general flight pathe etirvey area which was about 150
kilometres north of Inuvik, Canada.

Interest in natural emissions of methane from Arctic envirorsneas grown in recent years from an
environmental perspective and as a possible tool to prospecbiieentional gas and also methane
hydrate. Methane hydrate is a solid ice-like substance composeetitdine gas and water which forms a
stable crystalline structure at relatively high pressand low temperature. Methane hydrates occur
naturally in deep water marine environments, and in Arctic regi@meath thick permafrost, and may
represent a potential very large long term source of enkigyever, methane hydrates may also be a
significant natural source of greenhouse gas (GHG) emissiotentially exacerbating climate change.
Estimates of the global methane hydrates resource vary congidergtthe general consensus is that the
energy potential of methane hydrates exceeds that of all otheertmmal hydrocarbon resources
combined. Current estimates by the US Geological Survey indicatethe U.S. has 200,000 tcf of
methane as hydrates (compared to 6,395 tcf of conventional Ingagraesources worldwide), with
annual consumption of natural gas being 22 tcf. Of this, 85 tcf isitatlynrecoverable in the North
Slope of Alaska. Observations of naturally occurring gas seepseas of known methane hydrate
deposits suggest the possibility that significant volumesH&@ay be released from hydrates into the
atmosphere. Consequently, this topic is of growing interest amgsers concerned with the potential
impact of natural releases of methane on the environment and globaéatimaaige.
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Preliminary TransCanada Demonstration Flights Completed

On August 19 and 20, 2009, the Corporation performed a series of prejirderaonstration flights for
TransCanada Pipelines on a section of an active gas traimmlse close to Whitecourt, Alberta,
Canada. The gas sensing surveys were performed using a r@alBstrsiment tuned to detect methane
(rather than the standard ethane) and were meant to assésasibdity of performing methane leak
surveys. A second, ethane sensing based demonstration will bevgstffor TransCanada Pipelines at a
future date.

NOVA Chemicals Contract and Flights Completed

On September 13, 2009, the Corporation announced the signing of itsofmstercial contract with
Nova Chemicals for the survey of a portion of their pipetiaawvork that carries ethane. The survey was
completed during October 2009 and the completion of the contract waanaed on December 11,
2009. The image below identifies the general route of the pipeline flown.
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Private Placement Financing Completed

Between August and October 2009, the Corporation has completegtitate placements resulting in
total gross proceeds of $2,984,640 by issuing 6,632,532 units at $0.45 pewhialt, included
conversion of an option for the issuance of 146,389 units. The unitsoamgrised of one Class A
common share and a half of a Class A common share purchasatwaeh whole warrant entitles the
holder to purchase one Class A common share of the Corporation at a price of $0.7%gder shaeriod
of two years, expiring between August 10, 2011 and October 29, 2011. Tkeotaessuance were
$236,724.

Spain Demonstration Flights Completed

On January 5, 2010, the Corporation announced that is has completed a démomndtis technology
to a group of pipeline operators based in Spain. During December 2@0geal$ens’ system was
dispatched to the Barcelona area and was used to surveyian sican operating gas transmission
pipeline using a local helicopter operator. The data captured durisgryey was analyzed in Edmonton
and the survey results were delivered to the Spanish pipgheetors later in the month. The image
below outlines the general survey area and the pipeline route.
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Organizational Capability

The Corporation has started to add organizational capability rasves into the revenue generating
phase. In January 2010, the Corporation hired a Vice PresidSalexf to lead the customer acquisition
effort and a Lead Scientist to add more strength to thececimd data analyses of the technology. The
Corporation has also signed an instrumentation specialist to addstreargth on the physical realS&hs
instrument side of the business.

Next Steps

The Corporation is focusing its efforts primarily on introgigcthe realSen¥ service to the marketplace
and acquiring an initial group of customers. The foregoing sentemtairs forward-looking statements.
It is qualified entirely by the section “Note Regarding Famdvlooking Statements”, on page 23 of this
MD&A. It is also qualified by the section “Risks Relatirgthe Business”, beginning on page 18 of this
MD&A.
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Synodon Inc.

Summary of Quarterly Results

Years ended October 31, 2009 and 2008

Three Months Ended

D8

B)

outstanding

31/10/2009 31/07/20(9 30/04/20p9 31/01/2909 31/10/3008072004 30/04/2008 31/01/20

Quarterly Statement of Loss $) $) $) $) $) $) $) %)
Net (loss) /income for the period ($334,739] $56,835| ($209,39b) ($516,014) ($447,315) 1$8D7)| ($367,743) ($360,06
Loss per share (basic and diluted) [1) ($0.01) $0.00 ($0.01) ($0.02) ($0.02 ($0.02 ($0.03) @R9.
Weighted-average shares 24,386,231 22,697,143 22,697,143 22,697 J143 21,344,66872,714 20,830,689 20,757,1]

37

(1) Quarterly earnings per share are not additive aag mot equal the annual earnings per share reportesl is due to
the effect of shares issued during the year onvtlighted average number of shares outstanding.

Selected Financial Information

Balance Sheets October-31-09 October-31-08
®) 3
Total assets 1,165,850 270,444
Total liabilities 400,226 1,582,719
Share capital 6,529,182 4,845,322
Warrants on issue of note payable 39,998 —
Walrrants on issue of units 1,349,044 528,743
Contributed surplus 1,173,714 633,661
Deficit, at end of period (8,323,314) (7,320,001)

Statements of Loss and Deficit, Three-Month PeriodEnded

October-31-09

October-31-08

®)

®)

Total revenue

Research and development costs, net of governmsistance 18,829 (177,697)
Stock-based compensation expenses (131,713) 8,430
Office and general administrative expenses (184,575) (174,809)
Sales and marketing expenses (34,592) (37,038)
Other revenue and expenses (2,688) (66,201)
Net (loss)/income for the quarter (334,739) (447,315)
Loss per share (basic and diluted) (0.01) (0.02)
Deficit, at end of period (8,323,314) (7,320,001)

Comparison of Three Month Periods Ended October 31, 2009 and October 31, 2008

Results of Operations
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An operating loss of $334,739 or $0.01 per share was incurred for the peded ©ctober 31, 2009,
which compares to an operating loss of $447,315 or $0.02 per share foritliegueled October 31,
2008. The decrease in the operating loss is attributable toasesren stock based compensation,
financing and interest charges and general administrative espeardeh are offset by decreases in
research and development and foreign exchange losses.

Research and Development Expenses

During the three month period ended October 31, 2009, gross researchvelogrdent costs incurred
were $98,248 compared to $360,016 in the corresponding period in 2008. A portioseoexipenses
were recovered through government assistance as described Rekearch and development costs, net
of these government contributions, represented a recovery of $18,829 timék month period ended
October 31, 2009 and an expense of $177,697 in the corresponding period in 20@&rctHReasad
development costs are comprised of two main categories: wagksbenefits and third party
subcontractors and materials.

For the three month periods ended October-31-09 October-31-08
®) $)

Wages and benefits 70,415 n/a 56,145 32%
Subcontractors and materials 27,833 n/a 303,871 %171
Gross research and development costs 98,248 n/a 360,016 203%

Less
SDTC funding (117,077) n/a (170,732) (96%
IERD funding 0 0% (11,587) (7%)
AVAC funding 0 0% 0 0%
Research and development costs, net (18,829) 100% 177,697 100%

The subcontractor and material costs decreased significdumiyto the costs incurred last year in the
purchase of the realSéfsinstrument sensors.

Recoveries of Research and Development Expenses

The Company has entered into a number of funding agreement228B@avith Canada Foundation for
Sustainable Development Technology (“SDTC") for the purpose oktriagt the development and
adoption of technologies that contribute to a sustainable developgsénblogy infrastructure in Canada
by contributing to the rapid development, demonstration and pre-camigtion of technological
solutions which address climate change and air quality. Durinttbe month period ended October 31,
2009, the Company recorded $117,077 as a reduction of research and devetmstserelated to SDTC
assistance earned during the period (2008 - $170,732).

During the three months ended October 31, 2009, the Company received $nil under tais.progr

Stock-Based Compensation Expenses
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Stock-based compensation has increased to $131,714 in the three monthrpt®etober 31, 2009
from a recovery of $8,430 in the corresponding period in 2008. The $seciealue to the issuance of
655,000 stock options to officers and directors of the Company ithtbe month period ended October
31, 2009 (2008 - 0).

Office and General Administrative Expenses

Office and administrative expenses increased to $184,575 in thentbregb period ended October 31,

2009 versus $174,809 in the corresponding period in 2008 as a resultrafré@se in wages expenses
offset by decreases in legal and professional fees and &gpehses. The table below outlines the key
components that comprise office and administrative expenses.

For the three month period ended October-31-09 October-31-08
® (€)

Legal and professional fees 29,457 16% 41,600 24%
Consulting 1,626 1% 947 1%
Travel 12,091 7% 16,919 10%
Wages 98,470 53% 72,758 42%
Rent and utilities 20,096 11% 21,739 12%
Other 22,835 12% 20,846 12%
Total 184,575 100% 174,809 100%

Legal and professional fees have decreased as a resyleaf 8 date adjustment for a decrease in audit
fees. The travel expenses have decreased as fewer heardrdevelopment trips to the U.S. were taken
in the three month period ended October 31, 2009. Wages have incretiss® & one more employee
in the three month period ended October 31, 2009.

Sales and Marketing Expenses

Sales and marketing expenses were $34,593 for the quarter ended Ga&ioB609 compared to an
expense of $37,038 in the same corresponding period last year. The decrease is exgdaade the fact
that there was less spent on investor relations acéiviti@009. Sales and marketing costs will continue
to become more significant as the Company moves into its operatiosal pha

Other Expenses

Foreign exchange movements during the quarter resulted in afgdY,365 in the three month period
ended October 31, 2009 versus a loss of $50,385 in the correspondiuplggryear. The gain was as a
result of a 1.1% increase in the Canadian dollar relatvéh¢ U.S. dollar and a decrease of U.S.
denominated payables.

The financing charges and interest expense increased to $48,883tinee month period ended October
31, 2009 versus an expense of $14,550 for the corresponding period lasthgeimicr@ase is due to the

interest and accretion of the note payable to a long tepplier done to refinance their trade payable.
The note payable was fully repaid in October 2009. The Company doastiuipate these expenses to
be material in the future as all overdue supplier balances pad off with the proceeds of the October
2009 private placement.
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Years ended October 31, 2009 and 2008

Comparison of Years Ended October 31, 2009 and October 31, 2008

Statements of Loss and Deficit, Years Ended October-31-09 October-31-08
®) ®)
Total revenue — —
Research and development costs, net of governmsistance 85,726 (599,469)
Stock-based compensation expenses (287,259) (95,413)
Office and general administrative expenses (693,149) (621,191)
Sales and marketing expenses (57,139) (71,798)
Other revenue and expenses (51,492) (178,872)
Net loss for the period (1,003,313) (1,566,743)
Loss per share (basic and diluted) (0.04) (0.07)
Deficit, at end of period (8,323,314) (7,320,001)

Results of Operations

An operating loss of $1,003,313 or $0.04 per share was incurred foedheeiyded October 31, 2009,
which compares to an operating loss of $1,566,743 or $0.07 per share yeathended October 31,
2008. The operating loss decrease is attributable to a deaneasterésearch and development expenses,
sales and marketing expenses and foreign exchange lossesanhicfiset by increases in stock based
compensation, financing charges and interest and general administratineesxpe

Research and Development Expenses

During the year ended October 31, 2009, gross research and developnseintcoostd were $1,042,993
compared to $793,579 in 2008. A portion of these expenses were recdkesagh government
assistance as described below. Research and development costghaeé government contributions,
were a recovery of $85,726 in the year ended October 31, 2009 and $599,469 irR2@earch and
development costs are comprised of two main categories: wagksbenefits and third party

subcontractors and materials.

For the years ended October 31, 2009 October 31, 2008
® $
Wages and benefits 278,652 n/a 338,993 57%
Subcontractors and materials 764,341 n/a 454,586 % 76
Gross research and development costs 1,042,993 n/a 793,579 132%
Less

SDTC funding (204,302) n/a (182,523) (30%
IERD funding 0% (11,587) (2%)
AVAC funding (924,417) n/a 0 0%
Research and development costs, net (85,726) 100% 599,469 100%

The subcontractors and materials costs increased significdndyto the
purchase and integration of the commercial detectors, thecar@era, new housing and global
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positioning system (GPS) for the realS&instrument. The wages costs have decreased due to the
substantial completion of the commercial instrument.

Recoveries of Research and Development Expenses

The Company has entered into a number of funding agreement268bgeavith Canada Foundation for
Sustainable Development Technology (“SDTC") for the purpose oktriagt the development and
adoption of technologies that contribute to a sustainable developgsénblogy infrastructure in Canada
by contributing to the rapid development, demonstration and pre-camaligation of technological
solutions which address climate change and air quality. Dtin@gear ended October 31, 2009, the
Company recorded $204,302 as a reduction of research and development cost® reT&d assistance
earned during the year (2008 - $182,523).

On December 12, 2008, the Company signed a contribution agreeme8D¥i€to receive $110,000 of
funding to be used towards the costs of an environmental techna@af@gation certification in Canada
and the U.S. On December 19, 2008, the Company received the first adaaheecontract of $38,000.
The entire $38,000 has been recorded as deferred government assistancebanekpéhsed as earned.

At October 31, 2009, included in accounts receivable are $102,504 in holdbackstedsuith all SDTC
contracts signed since 2006. The required documentation for refehseholdbacks is in the process of
being filed.

On December 18, 2008, AVAC Ltd., through its Capacity Builder programmitbed a $1.3 million
contribution to the realSens™ project. The funds will be désgeon a completed milestone basis over
the next 12 months. The contribution will be used to support theydeeht of the technology into the
commercial marketplace.

The funding is milestone based and is received upon successfuletomulf technical and marketing
milestones. The contribution is repayable by way of a royladtged on 1.5% of revenue earned,
beginning in October 2009 up to a maximum of two times the contribution.

During the year ended October 31, 2009, the Company has received $964,00€hisndeygram, of
which $924,417 appears as a reduction to research and development eapdrs@3,583 appears as a
reduction to sales and marketing expenses.

Stock-Based Compensation Expenses

Stock-based compensation has increased to $287,259, in the year enoleer Gt, 2009 from an
expense of $95,413 in 2008. The increase is largely due to grants @®5ptions to purchase common
shares to directors, officers and employees which vest overteet month period and are exercisable
between $0.30 - $0.61 per option.

Office and General Administrative Expenses

Office and administrative expenses increased to $693,149 in theeydad October 31, 2009 versus
$621,191 in 2008 as a result of decrease in consulting, legal and profefestsnand travel expenses
offset by increases in wages, and other expenses. The table datloves the key components that
comprise office and administrative expenses.

For the years ended October-31-09 October-31-08

Page 13 of 23



Synodon Inc. Years ended October 31, 2009 and 2008

$) %)

Legal and professional fees 149,334 2204 160,059 26%
Consulting 3.832 1% 21,250 3%

Travel 51,611 7% 66,668 11%
Wages 318,383 46% 212,077 34%
Rent and utilities 85,138 12% 88,978 14%
Other 84,851 12% 72.159 12%
Total 693,149 100% 621,191 100%

Consulting fees were down, while wage expense increased in thengeal October 31, 2009 compared
to 2008 due to the fact that a CFO was hired in the second quaP@d®as an employee and the part
time contract financial services, in the period ended Octabe2@8 were no longer incurred. Also, an
additional employee was hired during 2009 and a fiscal yearend h@suaccrued for $30,000 in the
year ended October 31, 2009. Legal and professional fees have eld@sas result of a reduction in
audit fees. The travel expenses have decreased as notor&giope and fewer trips to the U.S. were
taken this year. Other expenses have increased as a |laledraset up at the Company’s premises to
accommodate the realSé¥snstrument move from the manufacturer to the Company.

Sales and Marketing Expenses

Sales and marketing expenses were $57,139 for the year ended G&t{ad@09 compared to $71,798 in
2008. The decrease in expenses is due to the fact that the cortinati@iaprocess was initiated and so
more customer acquisition related expenses have been incor2809. The costs included a market
study. An investor relations company continues to be engaged by the i§ompa increases were offset
by a payment made by AVAC as part of their contribution to the Company for "go tethexkenses of
$39,583. Sales and marketing costs will continue to become morecsghiis the Company moves into
its operational phase.

Other Expenses

The financing charges and interest expense increased to $150,285\iear ended October 31, 2009
versus $82,604 in 2008. This increase is as a result of an inardssge accounts payable balances that
incur financing and interest costs. This included the interest anetiaocof the note payable ($40,658) to
a long term supplier done to refinance their trade payable. dtee payable was fully paid back in
October 2009. The Company does not anticipate these expenses to bd imaheriture as all overdue
supplier balances were paid off with the proceeds of the October 20@8piacement.

Foreign exchange expense movements during the year resultegiim af $103,823 in the year ended
October 31, 2009 versus a loss of $90,805 in 2008. The decrease in expenaaeasudisof a 11.3%

increase in the Canadian dollar relative to the U.S. dollar atetieease of U.S. denominated payables
($U.S.246,071).

Comparison of Balance Sheets Dated October 31, 2009 and October 31, 2008
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Total Assets

The increase in total assets as of October 31, 2009 of $895,406 was primarily due $e inccaah from
the proceeds of the 2009 private placement net of repayment of ligbilitie

Total Liabilities

The decrease of $1,182,493 in liabilities from $1,582,719 at October 31, 200@t@36 at October 31,
2009 was made possible by the private placement which closedahed 2009. The $400,226 balance is
comprised of $319,795 in current trade payables and accrued liabilities goak# de distribution rights
option given to a Latin American firm of $80,431.

Capital Resources and Liquidity

The Company's financial statements have been prepared by manageraecordance with Canadian
GAAP on a going concern basis which presumes the realization of assets angjelisthabilities in the
normal course of business for the foreseeable future.

The Company has incurred significant losses since incorporatidnas at October 31, 2009, the
Company has an accumulated deficit of $8,323,314. The Company's abilipntioue as a going
concern is dependent upon achieving profitable operations, the continuedaliisapgiort of its investors
and the ability to obtain additional debt or equity financing. The owcoirthese matters cannot be
predicted at this time. The Company anticipates a further need to rpitse icethe summer of 2010.

Funds provided (used) in operations, being net loss adjusted for rfoojmasting items, was $674,593
for the year ended October 31, 2009 compared to $1,460,308 for the corresporidohgn2008. The
Company believes that funds used in operations, which does not héaedardized meaning under
GAAP, is a useful supplemental measure as it provides aratimdicof cash flow used in our operations
during the quarter. This non-GAAP measure may not be compambiailar measures presented by
other companies.

A reconciliation of cash used in operating activities to fuansisd in operations for the three months
ended October 31 is as follows:

October-31-09 October-31-08
$ $
Cash used in operating activities (1,764,336) (675,022)
Add (deduct) changes in non-cash operating workapjtal 1,094,019 (785,286)
Funds used in operations (670,317) (1,460,308)

On December 12, 2008, the Company signed a contribution agreeme8D¥i@to receive $110,000 of
funding to be used towards the costs of environmental technologycagaifi certification in Canada and
the U.S. On December 19, 2008, the Company received the first adratize contract of $38,000. The
entire $38,000 has been recorded as deferred government assistance anekpilhbed as earned.

The holdback outstanding is currently $102,504 associated with &lCSntracts signed since 2006.
The required documentation for release of the holdbacks is in the proceasgfiled.

On December 18, 2008VAC Ltd., through its Capacity Builder program, committed a $1.Bioni
contribution to the realSens™ project. As part of the contdhutSynodon signed a General Security
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Agreement with AVAC, giving AVAC Ltd. first right on all ofy®odon’s assets in the event of default.
The funds will be dispersed on a completed milestone basis over the next 12 metisveStment will
be used to support the deployment of the technology into the comnmaeriettplace. During the year
ended October 31, 2009, the Company has received $964,000 under this program.

The funding is milestone based and is received upon successfuletomuf technical and marketing
milestones. The contribution is repayable by way of a royladtyed on 1.5% of revenue earned,
beginning in October 2009 up to a maximum of two times the contribution.

During the year ended October 31, 2009, the Company closed two gizeéments, with one being
closed in two tranches, for gross proceeds of $2,984,640 by issuing 6,632t522 arprice of $0.45 per
unit, which included conversion of an option for the issuance of 146,888. Ohe Units are comprised
of one Class A common share and a half of a Class A commonplratese warrant (the “Warrants”).
Each whole Warrant entitles the holder to purchase one Class Aarosatrare of the Company at a price
of $0.75 per share for a period of two years, expiring Au@0st2011. The costs of issuance were
$236,724.

The details of the private placements are as follows:

On August 10, 2009, the Company closed a non-brokered private placemermtsiicgsh proceeds of
$176,240. The closing was comprised of 538,032 “Units” at $0.45 per Unit, wiaicided conversion of
an option for the issuance of 146,389 Units (note 7). The Units are isethpf one Class A common
share and a half of a Class A common share purchase warmarfi\({#irants”). Each whole Warrant
entitles the holder to purchase one Class A common share Gbthpany at a price of $0.75 per share
for a period of two years, expiring August 10, 2011.

The Warrants are subject to an acceleration right, suchif tihat closing price of the common shares is
greater than $1.05 on any day subsequent to August 10, 2009, Synodon mayicgv ribé holders of
the Warrants that the expiry date for exercise has been i@tedl@and the Warrants will expire on the
thirtieth business day following the date of such notice.

The common shares and warrants issued pursuant to the privaeengltd are subject to a four month
statutory hold period which expires on December 11, 2009. The Compargaphifinder’s fees totaling
$17,120 in connection with the sale of the Units.

The fair value of the warrants issued of $0.16 per warrant wasrdie¢el using the Black-Scholes option
pricing model for warrants assuming a risk-free interestafale4%, a dividend yield of 0%, an expected
volatility of 106.8% and an expected life of the warrants of two years. The mgdaiti value of $42,708
is included in the warrants on issue of units. Costs of issuaec allocated to these warrants in the
amount of $3,261.

On October 9, 2009, the Company closed a first tranche of of another norebrpkieate placement for
gross cash proceeds of $2,229,502. The closing was comprised of 4,954,449 4U&RsA5 per Unit.
The Units are comprised of one Class A common share and of l@afflass A common share purchase
warrant (the “Warrants”). Each whole Warrant entitles tHddrao purchase one Class A common share
of the Corporation at a price of $0.75 per share for a period of two yearsnexpatober 9, 2011.

The Warrants are subject to an acceleration right, suclif tinat closing price of the common shares is
greater than $1.05 on any day subsequent to October 9, 2009, Synodarenagtige to the holders of
the Warrants that the expiry date for exercise has been i@tedl@and the Warrants will expire on the
thirtieth business day following the date of such notice.
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The common shares and Warrants issued pursuant to the prive¢enpht are subject to a four month
statutory hold period which expires on February 10, 2010. The Corporatied 38,880 Warrants and
paid cash finder’s fees totalling $136,827 in connection with the sale Ofite

The fair value of the warrants issued of $0.29 per warrant wasrdie¢el using the Black-Scholes option
pricing model for warrants assuming a risk-free interestafale7%, a dividend yield of 0%, an expected
volatility of 100.9% and an expected life of the warrants of twasyedarhe resulting fair value of
$730,113 is included in the warrants on issue of units. Costs ofitgsugre allocated to these warrants
in the amount of $56,261.

In connection with the private placement, the agent received 29€/886 A common share warrants at
an exercise price of $0.45 for a period of 24 months, expiringh@ct9, 2011. The fair value of the
warrants issued of $0.37 per warrant was determined using alok-8tholes option pricing model for
warrants assuming a risk-free interest rate of 1.7%, aeatid yield of 0%, an expected volatility of
100.9% and an expected life of the warrants of two years.

On October 29, 2009 the Company closed the final tranche of its okerbd private placement for
gross cash proceeds of $513,023. The closing was comprised of 1,140,051&tBMt<l5 per Unit. The
Units are comprised of one Class A common share and a halCtdsa A common share purchase
warrant (the “Warrants”). Each whole Warrant entitles tHddrao purchase one Class A common share
of the Corporation at a price of $0.75 per share for a period of two yearsngxpatober 29, 2011.

The Warrants are subject to an acceleration right, suclif tinat closing price of the common shares is
greater than $1.05 on any day subsequent to October 29, 2009, Synodon may giue tiatitolders of
the Warrants that the expiry date for exercise has been i@tedl@and the Warrants will expire on the
thirtieth business day following the date of such notice.

The common shares and Warrants issued pursuant to the prive¢enpht are subject to a four month
statutory hold period which expires on March 1, 2010. The Corporation 642D Warrants and paid
cash finder’s fees totalling $31,907 in connection with the sale of the Units.

The fair value of the warrants issued of $0.50 per warrant wasrdie¢el using the Black-Scholes option
pricing model for warrants assuming a risk-free interest odit1.47%, a dividend yield of 0%, an
expected volatility of 106.8% and an expected life of the warrarttscofears. The resulting fair value
of $283,055 is included in the warrants on issue of units. Costs of issuamne allocated to these
warrants in the amount of $22,015.

In connection with the private placement, the agent received 64,400 Class A comreomashants at an
exercise price of $0.45 for a period of 24 months, expiring OctobeP@d,. The fair value of the
warrants issued of $0.59 per warrant was determined using alok-8tholes option pricing model for
warrants assuming a risk-free interest rate of 1.47%, idedig yield of 0%, an expected volatility of
106.8% and an expected life of the warrants of two years.

Related Party Transactions

During the year ended October 31, 2009, interest of $198 (2008 - $8,179nauaed on debt
outstanding to directors of the Company. These related partya¢taors occurred during the normal
course of the Company's operations and are measured at theingeamounts, which is the amount
established and agreed upon between the Company and the related parties.
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The Company leased facilities used by the Company from the Ghiefice Officer who is also a
shareholder. Total rental payments for the year ended October 31, 2009 were Z1080054,500).

Outstanding Share Data

As at February 17, 2010, there were 29,329,675 common shares issued andiogtstandell as
3,065,000 options and 5,707,939 warrants to purchase common shares.

Subsequent Events

On December 2, 2009, the Company cancelled 900,000 share options preyiantdd to officers of the
Company. These options were exercisable at an average prid@.4% and were set to expire on
December 31, 2009.

On December 2, 2009, the Company issued to officers of the Company 1,150:0800ptions to
purchase common shares, exercisable at $0.60 per option. The optioted&avesued pursuant to the
Company’s Share Option Plan and will vest immediately.

On December 8, 2009, 100,000 share options were exercised at $0.30 per option.
Risks Relating to the Business
Reliance on Third Parties

The Company has entered into contracts with certain third péstie¢se manufacture and enhancement
of its products. Thus, the Company is dependent on the financial lemlttongoing operational
capabilities of these third parties for its own success. Cbhmpany may experience a delay in
commercialization and a decline in revenues and profitability Imaimpacted if its manufacturing needs
cannot be met.

Failure to Provide Adequate Service

The Company's ability to provide quality service and to meedéngand for its services depends upon its
ability to retain an adequate number of trained personnel. Tmep&hy operates in an industry
characterized by highly competitive labour markets and, sindlamany of its competitors, it may
experience high employee turnover. It is possible that the Gorspabour expenses may increase due
to a shortage in the supply of skilled field technicians and the Guorispefforts to reduce employee turn-
over. The Company cannot be certain that it will be able to impitsvemployee retention rates or
maintain an adequate skilled labour force necessary to opdfiatendy and to support its growth
strategy. Failure to do so could impair its ability to operate effty and to retain current customers and
prospective customers, which could cause the Company's business to suffietlynate

Failure to Manage Growth Successfully

The Company's growth will place demands on its managerial andtigpsrresources. If the Company is
unable to manage its growth effectively, this could have ariabtedverse effect on its financial
condition and the results of its operations.

Dependence on Key Employees

The success of the Company is dependent upon the retention of cegptarecutives and employees.
Specifically, the Company's continued success and future develbpimés technology is dependent on
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Dr. Boyd Tolton who is the inventor of the Company's realSens™ technalod) Doug Miller, its
principal technical architect. The future success ofGbmpany will be dependent upon the Company's
ability to attract and retain additional qualified personnehémage the daily operations of the Company
as well as identify, investigate and negotiate future adouisiand manage, oversee and staff acquired
operations.

Litigation

The Company may be involved in disputes with other parties ifutbee, which may result in litigation.
If the Company is unable to resolve these disputes favour@ablyusiness may be materially and
adversely affected.

Intellectual Property

The Company's success will depend, in part, on its ability to ob#dish patents, maintain trade secret
protection and operate without infringing on the proprietary righthiad parties or having third parties
circumvent the Company's rights. The patent positions of technotogpanies can be highly uncertain
and involve complex legal and factual questions. Thus, there cam l@ssurance that any patent
applications made by or on behalf of the Company will result in the issuance d§ptitanthe Company
will develop additional proprietary products that are patéatdbat any patents issued or licensed to the
Company will provide the Company with any competitive advantagesllonot be challenged by any
third parties, that the patents of others will not be abl@rtumvent the patents assigned or licensed to
the Company. Furthermore, there can be no assurance that othard iidependently develop similar
products, duplicate any of the Company's products or, if patentssaldiand licensed to the Company,
design around the patented products developed for the benefit of the Company.

To date, the Company is unaware of infringement claims madeiog beade against it. As the
development of its products continue and increase, the potentsabfi#ts products may overlap with
other products and, as a result, may increasingly become tsubjg@ims of infringement. There can be
no assurance that third parties will not assert infringemannslagainst the Company in the future or
require the Company to obtain a license for the intellectual gyxopghts of third parties. There can be
no assurance that such licenses, if required, will be awailablreasonable terms, or at all. If the
Company does not obtain such licenses, it could encounter delaysntrdlection of products or could
find that the development, manufacture or sale of products negjguich licenses could be prohibited. In
addition, the Company could incur substantial costs in defendialj its suits brought against the
Company on patents it might infringe on, or in filing suits agaotisérs to have such patents declared
invalid.

Much of the Company's know-how and technology may not be patentable. Tot pioteghts, the
Company will require employees, consultants, advisors and colla®rat enter into confidentiality
agreements. There can be no assurance, however, that theseemgsewill provide meaningful
protection for the Company's trade secrets, know-how or other propiigamation in the event of any
unauthorized use or disclosure.

Litigation may be necessary to enforce patents issuedsignad to the Company, or to determine the
scope and validity of a third party's proprietary rights. Tmnpany could incur substantial costs if
litigation is required to defend itself in patent suits broughthind parties, or if the Company initiates
patent suits or participates in such suits brought againsitiated by its subsidiaries or collaborators,
and there can be no assurance that funds or resources or edtieb@rould prevail in any such action.
An adverse outcome in litigation or in an interference or othmrgading in a court or patent office could
subject the Company to significant liabilities, require dispuitghts to be licensed from other parties or
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require the Company to cease using certain technology or productsf amith may have a material
adverse effect on the Company.

Limited Operating History

The Company was founded in August 2000 and has been focusing its exctatitideveloping its
realSen8” technology. Accordingly, there is a limited operating history upbiciwvto base an evaluation

of the Company and its business and future prospects. In addition, thea®@o has no history of
generating revenue or track record of selling its servides.Company's business and prospects must be
considered in light of the risks, expenses and difficultieguieatly encountered by companies in their
early stage of development, particularly companies in new aidiyrawolving markets. There can be no
assurance that Synodon will be successful in doing what is required to asldies®ncerns.

Product Testing

Results of testing of the Company's product have not yet been inéepigneerified. Although there
have been tests performed by the Company that demonstratechiin@dgg’s ability at detecting natural
gas remotely and at fulfilling the requirements of the taogstomer base, no independent party has
verified the efficacy or accuracy of such test results.

International Sales

Sales outside of Canada are anticipated to represent ardgiddgportion of the Company’s total gross
revenues. Management believes that for the Company to grow asmdecofitable, it will require sales
in foreign markets. To the extent that the Company is unable to expand internatiesai & timely and
cost-effective manner, its business, operating results, and iBhacandition could be materially
adversely affected. In addition, even with the successful te@nt of such additional personnel and
international resellers, there can be no assurances thabmmga@y will be successful in maintaining or
increasing international market demand for its products.

Currency Risk

A substantial portion of the Company’s revenue is expected to bieeckah currencies other than
Canadian dollars. Fluctuations in the exchange rate between theid@amllar and such other
currencies may have a material effect on the Company'dseadudbperations. To the extent the Company
may seek to implement substantial hedging techniques in tine fwith respect to its foreign currency
transactions, there can be no assurances that the Company will lss&udcesuch hedging activities.

Need to Enhance Management Systems

The Company anticipates a period of significant growth in personriéhttiane will place strain upon its
management systems and resources. In addition, as the Companyneegetfie anticipated growth in
sales, the Company will be required to continue to improveinendial and management controls,
reporting systems and procedures on a timely basis and to ex@amdnd manage its employee work
force. There can be no assurances that the Company will be aflectbvely manage such growth. The
Company's failure to do so could have a material adverse efien its business, operating results, and
financial condition.

Negative Cash Flow and Absence of Profits
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The Company has not earned profits to date and has incurred signltisaes through its product
development phase. There are no assurances that it wilpesits in the future, or that profitability, if
achieved, will be sustained. A significant portion of the Compdimnesicial resources have been, and
will continue to be, directed to the development of its products emites and marketing activities. The
success of the Company will ultimately depend on its abilityetoegate revenues from its operations,
such that the business development and marketing activities may be financeehoyesefrom operations
instead of external financing. There are no assurances theg fevenues will be sufficient to generate
the required funds to continue the business development and marketingeactivit

Additional Financing

Additional financing may be required to fund the Company's operationdiefuresearch and
development activities, costs of commercializing the Tedgylas well as capital requirements for
future growth through acquisitions. There can be no assuraaiceutth financing will be available on
reasonable terms, or at all, to meet future requiremdhtany such additional financing is obtained, it
could entail a dilution of the net tangible book value of thernomshares. If additional financing is not
available, the Company may be required to curtail its a&sviind may not be able to continue in
business. The current economic climate is an additiodabrid may have an impact on the Company’s
ability to raise future financings.

Disclosure Controls and Procedures

Management is responsible for establishing and maintainindosiise controls and procedures and
internal control over financial reporting for the Company. Basedn evaluation of the Company’'s
disclosure controls and procedures as of the end of the periogddmethis MD&A, the management of
the Company believe that the current policies and proceduresffeive in providing reasonable
assurances that material items requiring disclosure are iddruifid reported in a timely manner.

Internal Controls over Financial Reporting

Internal controls over financial reporting (“ICFR”) are desid to provide reasonable assurances
regarding the reliability of the Company’s financial reporting emgreparation of financial statements
for external purposes in accordance with Canadian GAAP. Managdrasnidentified certain areas
where it can enhance process controls, such as a lack ofjagmeof duties because of limited staff
resources, and intends to incorporate such enhancements into theov€Fke next twelve months.
However, the Company believes that these control weaknessendiasaused any material information
to be withheld in its financial disclosure, or impacted reported finhresults.

Critical Accounting Estimates

In preparing the Company's financial statements in conformity Géhadian GAAP, management is
required to make estimates and assumptions that affectpibeted amounts of assets and liabilities, the
disclosure of contingent assets and liabilities at the datbeofinancial statements and the reported
amounts of revenue and expenses during the reporting periods. @atioahting estimates identified by
management include the amount of development expenditures expensed as oppogeatized;dpe fair
value of common share options, common share purchase warranthandtotk based payments; and
the income tax valuation allowance.

All costs of research activities are expensed in the pemiechich they are incurred. Development costs
are charged as an expense in the period incurred unless lapdeet project meets criteria for cost
deferral and amortization. The Company assesses whether tstsdave met the relevant criteria for
deferral and amortization at each reporting date. No development costs hadefeeed to date.

Page 21 of 23



Synodon Inc. Years ended October 31, 2009 and 2008

An estimate is made of the cost of the Company's stock-basqibnsation, warrants and other stock-
based payments made. The Company has adopted the Black-Scholes anatelfdir value based
method of accounting for stock options and warrants. Option-pricing Isncetpuire the input of highly
subjective assumptions including expected volatility, life of agpgon and number of options that will
ultimately vest. Changes in assumptions can materially affecfair value estimate, and therefore the
existing models do not necessarily provide a reliable meadutes fair value of the Company's stock
options and warrants at the date of grant.

With respect to income taxes, the Company has a net tax besediing from non-capital losses carried
forward, pools of scientific research and experimental developm@genditures and investment tax
credits. In view of the Company's losses since inception gpected future losses, we believe that it is
unlikely that these tax assets will be realized in the &maisle future; and hence, a full valuation
allowance has been recorded against these income tax assets. Acgondifigiure income tax assets are
recorded on the balance sheets.

Financial Instruments
Fair Value

Canadian GAAP requires that the Company disclose information dfwuair value of its financial
assets and liabilities. Fair value estimates are matleeabalance sheet date based on relevant market
information and information about the financial instrument. Tlessienates are subjective in nature and
involve uncertainties in significant matters of judgment andefbez cannot be determined with
precision. Changes in assumptions could significantly affect the seaésdi

The Company's financial instruments consist of cash, accountsalglegiaccounts payable and accrued
liabilities, notes payable, loans from Directors and deposit trilalition rights. The Company estimates
that the fair value of these financial instruments approxirtted carrying values due to the relatively
short periods to maturity of these instruments.

Off-Balance Sheet Arrangements

The Company does not have any off-balance sheet arrangements

CHANGES IN ACCOUNTING POLICIES

Effective November 1, 2008, the Company adopted the following new accounting policies:
CICA 3064 — Goodwill and Intangible Assets

Effective November 1, 2008, the Company adopted CICA 3064 - Goodwillndaagible Assets that
supersedes CICA 3062 - Goodwill and Other Intangibles and CICA 3450 arRlesand Development
Costs. CICA 3064 provides additional guidance on when expenditures qtalifyecognition as
intangible assets and requires that costs be deferred only whéngréo an item meeting the asset
definition. This new accounting standard is effective for intenirannual financial statements relating to
fiscal years beginning on or after October 31, 2008. As a relsthiecadoption of this standard, the
Company has reclassified the amount of cost and accumulatedzatmmtifor computer software from
property and equipment to intangible assets on it balance sheets effémtiember 1, 2007.

RECENT ACCOUNTING PRONOUNCEMENTS ISSUED BUT NOT YET ADOPD
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Business Combinations, Consolidations and Non controlling Interests

In January 2009, the CICA issued CICA 1582, Business Combinations whighesethat all assets and
liabilities of an acquired business be recorded at faievalt acquisition. Obligations for contingent
considerations will also be recorded at fair value at the atiqniglate. CICA 1582 also states that
acquisition-related costs be expensed as incurred and that restructurires tleaexpensed in the periods
after the acquisition date. CICA 1582 applies prospectively tinéss combinations for which the

acquisition date is on or after the beginning of the first anreprting period on or after January 1,
2011. The Company does not expect that the adoption of this standdrdweilan effect on its financial

statements.

In January 2009, the CICA issued CICA 1601, Consolidations and CICA HledZ;ontrolling Interests.
CICA 1601 establishes standards for the preparation of cornedlifiaancial statements. CICA 1602
establishes standards for accounting for a non-controlling intarasttibsidiary in consolidated financial
statements subsequent to a business combination. These staagplglsto interim and annual
consolidated financial statements relating to fiscal y&é&ginning on or after January 1, 2011. The
Company does not expect that the adoption of this standard will have an eftsdirancial statements.

International Financial Reporting Standards

In February 2008, the Canadian Accounting Standards Board confinate@anadian public companies
will be required to adopt International Financial Reporting Stalsdéor years beginning on or after
January 1, 2011. The Company is currently evaluating the effetttisothange in standards on its
financial statements. To date, no material differences have beeni@kntif

Note Regarding Forward-Looking Statements

This MD&A includes forward-looking statements about Synodon Inc.udhaly its business operations,
strategy and expected financial performance and condition. Foraakiuhd) statements include
statements that are predictive in nature, depend upon or eefigiute events or conditions, or include
words such as ‘expects’, ‘anticipates’, ‘intends’, ‘planseliéves’ or negative versions thereof and
similar expressions. In addition, any statements that may be madsercing future financial
performance, ongoing business strategies and prospects, and pasdsitdeattion on the Companys’
part, are also forward-looking statements that reflect ouecutreliefs and are based on information
currently available to us and on assumptions that we believeeasonable. These assumptions include,
but are not limited to, the readiness of the realSkteshnology to commercialize by the end of 2009 and
the Company’s ability to predict market demand for our products endces. Actual results and
developments may differ materially from the results and developnuiscussed in the forward-looking
statements as they are subject to a number of significkatarsl uncertainties which can be beyond our
control; which include, but are not limited to, general economic donditin the countries that the
Company is pursuing contracts in, currency fluctuations and othemgefain the competitive
environment that Synodon operates. For more information, please segctlesidn on the principal risks
that could affect our results under section “Risks RelatitggdBusiness”, beginning on page 18 of this
MD&A. The reader is cautioned to consider these and other factefsilbaand not place undue reliance
on forward-looking statements. We are under no obligation (ang®stp disclaim such obligation) to
update or alter the forward-looking statements whetherrasudt of new information, future events or
otherwise unless otherwise required by applicable securitietakimis
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