IPICO Inc.
MANAGEMENT'S DISCUSSION AND ANALYSIS

This Management’s Discussion and Analysis (“MD&AY) prepared by management and comments on the
consolidated operations and financial positionRICIO Inc. (“IPICO” or the “Company”) for the firgfuarter
ended March 31, 2009. It is supplementary inforamaind should be read in conjunction with the unadd
interim consolidated financial statements of IPIC@¢luding the accompanying notes and with the
consolidated financial statements and correspondotigs included in the annual report for the yaaied
December 31, 2008 which can be foundvaiw.sedar.comAll currency amounts in this MD&A are stated in
Canadian dollars, unless otherwise indicated. Tmtenit of this MD&A along with the accompanyingerim
consolidated financial statements has been approyédde Board of Directors, on the recommendatibthe
Company’s audit committee.

The financial information set forth in this MD&A kaeen derived from the unaudited interim constdidia
financial statements of IPICO prepared in accordamith Canadian generally accepted accounting iples
(“GAAP”). The date of this MD&A is May 20, 2009.

Forward Looking Statements

Except for the historical information containeddiay the discussion in this MD&A contains certaomv¥ard-
looking statements that involve risks and uncetigdgn such as statements of the Company’s plafjsctoles,
strategies, expectations and intentions. The wdrday”, “would”, “could”, “will", “intend”, “plan”,
“anticipate”, “believe”, “estimate”, “expect” andnsilar expressions, as they relate to the Companjtso
management, are intended to identify such forwaol#tihg statements. Such statements reflect the @oyp
views as at the date of this MD&A with respect tibufe events and are subject to certain risks, rtainées
and assumptions.

Many factors could cause the Company's actualteqérformance or achievements to be materiaffgreint
from any future results, performance or achievesi¢nat may be expressed or implied by such forward-
looking statements. See the “Risk Factors” seaticthis MD&A for more detailed information regardjthese
risks and uncertainties. These factors include abetnot limited to, impairment of assets, ceaadetrorders,
continuing operations, accumulated deficit, undetyaof future financing, potential fluctuations thancial
results and management of operations. Should o of these risks or uncertainties materiatizeshould
assumptions underlying the forward-looking statetmegsrove incorrect, actual results may vary mallgria
from those described herein as intended, plannetiGigated, believed, estimated or expected. Exeapt
required by law, the Company does not intend, avesdot assume any obligation, to update theseafdrw
looking statements.

The Company

IPICO Inc. is a Radio Frequency Identification (1IRF solution supplier headquartered in Burlingt@anada
with operations in the U.S.A., South Africa, Eurppeia and Australia. Leveraging its IP-X air prodg the
Company designs, develops, manufactures and maskéi®ad range of RFID solutions, including smart
labels, tags and readers targeted primarily attaleclosed loop vertical industry market sect®re common
shares of IPICO Inc. trade on the TSX Venture ErRgeaunder the symbol “RFD”.

The Company’s products are used in the optimizagbrihe management of items, people, animals and
processes within the supply and other value chdihe.Company has commenced commercial production of
several of its products. Several of its other potslinave been tested in pilot projects and areosstmmence
commercial production, while still others are ie thievelopment and testing stage.

The Company has established a number of officeanardhe world to service its primary geographical
markets, including Burlington (Canada), Atlanta A)SPeoria (USA), Vienna (Austria), Pretoria (South



Africa), Shanghai (People’s Republic of China), &rsbane (Australia). The Company had 49 employees
of March 31, 2009 down from 55 at December 31, 20@8to staff reductions implemented as part ottige-
savings measures initiated in the third quarte&2Qfr8.

OVERALL PERFORMANCE

While IPICO’s technology lends itself to a wide ety of viable and cost-justifiable application$iet
Company has chosen a sales strategy designed ¢trgienspecific strategic markets that have prdeepe
early adopters of RFID technology. Those stratetgickets consist of asset and people tracking, irategion
and logistics, and supply chain management. Thep@ogis core solutions targeted for these strategitkets
include Electronic Vehicle Identification (EVI); Renable Transport Items (RTI), Paper & Packagemy
Sports Timekeeping.

The Company focused in the first quarter of 2009tsrcore solutions and key strategic customeraives
while continuing to implement cost savings measarebstight cash management.

Key highlights in the first quarter of 2009 were:

* Revenue increased to $1,862,693 compared to $1T3 8 the prior year quarter, an increase of $&8I3,
or 83%.

* IPICO’s UHF rail solution was selected by Sociesibhale des Chemins de fer Belges (SNCB or Belgian
Rail) and the Company received the first purchaserofor the deployment of IPICO’s IP-X based UHF
passive tags and readers in a nationwide prograsmtmmatically track, trace and secure passengigstr
and rolling stock within Belgium.

» First commercial deployment of the Company’s UHBdAz&e RFID Electronic Vehicle Identification (EVI)
solution for the management, control and ratiomadilin of Bogota, Columbia’s city registered taxbpo

Subsequent to the quarter end, the Company eniteed definitive agreement with CATS LUHAI (Beigh
Investment Co., Ltd. (CATS LUHAI) to form a joinemture company in the People’s Republic of Chima fo
the purpose of the implementation and managemeah @dvanced integrated nation-wide electronic ORRFI
motor vehicle identification and registration, reudentification and toll collection program thrdnagt China.
CATS LUHAI is a subsidiary of the China Academy Taansportation Sciences (CATS), an agency of the
Chinese national Ministry of Transport with genaesponsibility for all aspects of transportatioamagement.
This joint venture agreement flows from the finallestion by CATS of IPICO’s UHF RFID Electronic ele
Identification (EVI) technology. China has an exie® network of over 63,000 kilometers of national,
provincial and local highways, most of which areeatly subject to an older patchwork of manual toll
collection concessions. There are at present ogenilion motor vehicles in China. IPICO expectsittithe
rollout of the joint venture solutions could commenlater in 2009 and proceed province by province
throughout China over the next four to five years.

Also subsequent to the quarter end, the Compareremhinto a strategic relationship with InternagéibbRoad
Dynamics Inc. (TSX: IRD) under which IRD will hatiee exclusive right to market and sell IPICO’s ramyg
Electronic Vehicle Identification (EVI) Radio Fregpucy Identification Device (RFID) systems throughou
Mexico, Central and South America. Under this agres IRD will also be IPICO’s preferred distributior
India and certain other countries in the Indian @ultinent, West Africa and Nigeria. IPICO’s EVioplucts
will be offered by IRD in order to expand and dsiér their own road and vehicle management solstion
within certain international markets in which IRBshalready established a strong presence.
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RESULTS OF OPERATIONS
This section discusses the financial results a€@®for the first quarter ended March 31, 2009.

Revenue

Revenue for the quarter ended March 31, 2009 wg63)693 compared to $1,019,113 in the first quarte
2008, an increase of $843,580 or 83% and was lardeé to increased sales of the Company’s Sports
Timekeeping RFID products and the Columbia EVI faxiject.

Gross Margin

Gross margin for the first quarter of 2009 increb$&6% to $888,568 compared to $411,937 in the pear
quarter reflecting both the increase in revenues animprovement in the gross margin. The grossyimar
percentage increased to 47.7% from 40.4% largedy tduthe higher margins from the Sports Timekeeping
sales as a result of the acquisition in the fogularter of 2008 of the Company’s exclusive distidoufor
Sports timekeeping solutions.

Operating Expenses

Total operating expenses for the quarter ended IMat¢ 2009 were $2,948,821 compared to $2,756,d01 f
the prior year quarter. The benefits of cost savimgasures realized in the first quarter were rfae offset

by the operating costs associated with the Compaewclusive Sports Timekeeping distributor acquirethe
fourth quarter of 2008. The benefits of the ongaingt savings measures being implemented acros$ thié
Company’s operations which include staff retrencmisereduced spending including reductions to senio
management compensation and tight cost contrdiceditinue to be realized in the coming quarters.

Development costs for the quarter ended March 309 2vere $636,217 compared to $445,862 in the prior
year quarter. Included in the prior year quartes 256,230 of cash received from tax concessidageteto
qualifying research and development expenditurdgraise development costs were $602,092. Developme
costs are comprised of internal development cesgigh are largely engineering staff costs, andrese third
party, development costs, which include costs éstification of IPICO’s RFID products.

Sales and marketing costs were $951,200 for theequzompared to $860,327 in the prior year qudaigyely
reflecting the sales and marketing costs associattdthe recently acquired exclusive Sport Timgleg
distributor.

General and administration costs for the quarteevid,064,122 comparable to $1,063,786 in the year
guarter. General and administration costs inclumktscof the executive group, the finance and acditnative
function and supply chain management.

The Company accounts for its foreign subsidiaresgegrated operations and is funding their opmmatand
is exposed to foreign exchange risk with the SdAfifican Rand, the United States Dollar, the Ausdral
Dollar, the Euro and the Chinese Yuan. The Compepyprts in Canadian dollars and therefore is exgpose
foreign exchange fluctuations in its monetary asaed liabilities, working capital and revenues argenses.
With more moderate fluctuations in the values &f fitreign currencies relative the Canadian dofiahg first
quarter of 2009, the Company recorded a foreigtaxge gain of $15,863 compared to a loss of $14/601
the prior year quarter.

Amortization of intangibles was $287,475 for theadar ended March 31, 2009 down from $349,535 @ th
prior year quarter due to the effect of the inthfegimpairment charge taken in the third quarte2@38.
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Interest expense in the first quarter of 2009 wa3,&l1 down from $150,870 in the prior year quarter
reflecting the reduction in interest costs assediatith the conversion of the $5,500,000 convestid#benture
to common shares on February 26, 2008.

Net loss

The loss from operations decreased to $2,060,25éoquarter ended March 31, 2009 from $2,344|654e
prior year quarter largely reflecting the increaggdss margin from the increase in revenues moaa th
offsetting the increased operating expenses. Wiklet interest expense the net loss for the quartéed March
31, 2009 declined to $2,127,404 compared with dasstof $2,478,764 in the prior year quarter.

SUMMARY OF QUARTERLY RESULTS
Select Unaudited Consolidated Quarterly Financial hformation

The following table presents certain unaudited obdated quarterly financial information for eachtloe eight
guarters ended March 31, 2009. The Company hasetinbperating history since March 30, 2006 and its
quarterly operating results have historically fuated. The quarterly results may continue to flattuas the
Company continues to successfully commercializgrtsluct offerings and secure increased sales dRRID
solutions. The Company believes that its past dipgraesults and period-to-period comparisons showlt be
relied upon as an indication of the Company’s feifperformance.

(000'’s dollars except per share Q1 Q4 Q3 Q2 Q1 Q4 Q3 Q2
amounts) 2009 2008 2008 2008 2008 2007 2007 2007
Revenue 1,863 983 702 1,181 1,019 602 1,058 1,010
Gross margin 889 550 31 518 412 176 330 338
Gross margin % 48 56 4 44 40 29 33 31

Total operating expenses 2,948 2,347 11,406 3,040 ,7562 2,445 2,423 2,214

Total operating expenses 2,948 2,347 3,627 3,040 2,756 2,445 2,423 2,214
Excluding impairment charges

Net loss (2,127) (1,855) (11,397) (2,528) (2,479) (2,476) (2,352) (2,134)

Net loss per share, (0.04) (0.04) (0.22) (0.05) (0.05) (0.06) (0.07) .00
basic and diluted

Revenues for the first quarter of 2009 were $1 @882 an 83% increase over the prior quarter duehatg the
increased revenues and margins from the ComparpostsSTimekeeping solutions. Revenue for the fourth
quarter of 2008 was $983,821 up from $701,449 antttird quarter and $602,419 in the comparablettiour
quarter of 2007. Revenue in the third quarter @8®@as negatively impacted by a decline in sales fSports
Timekeeping but rebounded in the fourth quartethesCompany completed the acquisition of its exetus
Sports Timekeeping distributor. Revenue for thetfoguarter of 2007 was $602,419, which was dowemfr
the previous quarter of $1,057,607 as the fourtirtguis generally a slower period for product sfepts.

Gross margin in the first quarter of 2009 was $888,0r 47.7% of revenues. Gross margin in the fourt
quarter of 2008 was $549,847 or 55.9% compare®0683 or 4.4% of revenues in the prior quartefoike
the impact of inventory write-offs of approximateh230,000 in the third quarter of 2008, the grossgim
percentage was 37%. The improved gross margin e in the fourth quarter of 2008 and first qeradf
2009 reflected the increased gross margin fromtSgomekeeping products as a result of the acduisiiThe
second quarter of 2008 gross margin was $518,95838% of revenues up from $411,937 or 40.4% of
revenues in the first quarter. This increase okergross margin of $175,581 in the fourth quarfe20®7 or
29.1% of revenue is largely due to focused effontémproving product margins along with the positisnpact

of the Sports Timekeeping products and royaltidse §ross margin percentage in the fourth quart&006f7
was comparable to the prior two quarters.

Total operating costs, excluding the impairmengobdwill and intangibles, and the impairment in@ctus
receivable, increased in the first three quarté2008 reflecting the Company’s planned increasedstment
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in product development and commercialization alaiitfy supply chain and service delivery capabiliti€he
reduction in the total operating costs in the fouqtiarter of 2008 was largely a result of the réidnan costs

in development and general and administration whicluded the favourable impact of the discontiraganf
the Company’s bonus compensation plans. The inglieathe third quarter of 2008 over the second teuaf
2008 was primarily due to increased activities #search and development on several key product
development initiatives. During the second, thimd afourth quarters of 2007, total operating expense
continued at comparable levels with some modelat#uations due to the timing of expenditures aaldr
pilots and the continued development and certificabf its RFID products. With the significant irstenents
made in 2008 to move the Company’s core produota fitevelopment and pilots to commercializationéfrg
completed, the Company expects these operating tostlecrease and along with the benefits of it co
savings measures, the Company expects total apgi@ists to decrease in the coming quarters.

LIQUIDITY AND CAPITAL RESOURCES

The Company’s cash and cash equivalents at MarcR@I were $2,964,032 compared with $4,371,557 at
December 31, 2008. Cash used for operating aevftrr the quarter ended March 31, 2009 was $15267,
down from $2,084,425 in the prior year quarter.sTthecrease is due to the reduced net loss in tied pef
$2,127,404 compared with $2,478,764 in the priarypiarter together with a decrease in the nesinvent in
working capital of $249,346. The Company’s accoueateivable increased by $297,336 which was mare th
offset by the decline in inventories $244,632 ancreéased in accounts payable and accrued liabildfe
$284,439.

The working capital as at March 31, 2009 was $539®8 compared with $6,765,469 as at December 318 20
and the current ratio (current assets to currabiliiies) was 3.3 to 1 at March 31, 2009 compavéh 4.6 to 1
at December 31, 2008. The decrease in working alapas largely due to the cash used for operaiiornise
quarter of $1,407,525.

The Company’s working capital and current ratiorent assets to current liabilities), including ltasd cash
equivalents, are summarized as follows:

March 31, December 31,

2009 2008

Working capital $ 5,108,598 $ 6,765,469
Current ratio 3.3t01.0 46t01.0

Note: The Company uses working capital and current tatienhance comparisons between periods. Thess tismot have a standardized meaning
under GAAP and are not necessarily comparablemilasi measures presented by other companies. Wprapital is calculated as the difference
between current assets and current liabilitiesenthie current ratio is calculated as current asieitbed by current liabilities.

There were no capital expenditures in the firstriguaof 2009 compared to $18,025 in the prior yaaarter,
which primarily related to demonstration equipmamnd computer equipment.

During the period ended March 31, 2009, the Compaoyrred a net loss of $2,127,404 (2008 - $2,448),7
and used cash from operations of $1,407,525 (2(%18084,425). To date, the Company has relied pifyna
upon the proceeds from private placements and @uoiffierings of its common shares to fund its openast
The Company anticipates that it will require additil funding based on current plans and assumptéating
to its operations, including continued investmenthie innovation and commercialization of its prctduand
the investment in working capital to support thenpled growth in revenue.. Based upon its levehegstment
in these activities, the Company’s current casbuees may be depleted in the next two quartermelal
funding could include incurring debt and/or issuiadditional equity securities, which could resuit i
substantial dilution to existing shareholders. Hegvethere can be no assurance that Company’s pléinse
successful and that additional funding will be &lae or, if available, that it will be availablen acceptable
terms.
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Dividend payments, lease payments, interest on pipal, payment on debt

On March 30, 2006, the Company completed a pripkteement of $5,000,000 of Class A Preferred shares
Brookfield Technology Fund. The Class A Preferrbdres have a fixed cumulative dividend per shared6f
per annum. As the preferred shares are being atmbéor as debt, interest expense is recorded gaatter in
respect of the cumulative dividend.

In December 2006 the Company completed the issuah@®nvertible debentures of $5,500,000 with an
interest rate of 12%. As a significant portion foé tonvertible debenture is being treated as tiebinterest is
being charged to the income statement. Duringitseduarter of 2008 all of the outstanding debesguwvere
converted into 6,962,024 common shares in accoedaith the terms of the convertible debentures.

OFF BALANCE SHEET ARRANGEMENTS
The Company does not utilize off-balance sheenhgements.

RELATED PARTY TRANSACTIONS

The Company incurred the following fees with retiparties in the normal course of operations:

Three months ended March 31,
2009 2008

Legal Fees to the firm of a Company Director $ 55707 $ 131,916

The Company has a share purchase loan outstandihg iamount of $240,000 to a Director of the Camypa
secured by the shares and the loan is non-recantsaon-interest bearing. The loan is repayabfeli@svs:

a) $60,000 on April 5, 2010,

b) With the remainder due on December 31, 2011.

The terms of the share purchase loan also prowvidiné acceleration in certain events of the rematrim full
of the outstanding balance of the five year teramlo

RISKS AND UNCERTAINTIES
There have been no changes in the Company’s bggiis&s described in the December 31, 2008 MD&A.

CHANGES IN ACCOUNTING POLICIES

On January 1, 2009 the Company adopted the new Gl@Adbook Section 3064 Goodwill and Intangible
Assets. The new section establishes standardbedaretognition, measurement, presentation andodisie of
goodwill and intangible assets subsequent to thndiial recognition. Standards concerning goodvete
unchanged. The adoption of this new standard hadpazt on the Company’s financial statements.

International Financial Reporting Standards

The Canadian Institute of Chartered AccountantC£Jlhas announced that Canadian GAAP for publicly
accountable enterprise companies will be replacied Imternational Financial Reporting StandardsRE#y
over a transition period expected to end in 201e Tompany will begin reporting financial statenseint
accordance with IFRS on January 1, 2011. The Coynpas begun planning the transition to IFRS anahdur
2008, carried out a diagnostic evaluation of alaficial statement elements that would be impaciethé
implementation of IFRS. The preliminary evaluatiohthe elements that will be impacted the most hoy t
implementation of IFRS are foreign currency tratigtaand stock based compensation although thedtizes
not been quantified as at December 31, 2008. Tipactmof the implementation of IFRS on the Company’s
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information systems, internal control over finaheigporting, disclosure controls and proceduredusiness
activities such as capital requirements or compgarsarrangements have not been determined atithés
The Company plans to fully assess the impact oSIl6R the above noted items and implement such elsang
as may be required to ensure that IFRS reportifigllisembedded in the Company’s operations byetheé of
2009.

SUMMARY OF OUTSTANDING SHARE DATA

May 20, March 31, December 31,

2009 2009 2008

Number of common shares 55,118,522 55,118,522 54,553,718
Number of preferred Shares 5,000,000 5,000,000 5,000,000
Closing common share price $0.265 $0.060 $0.075

Authorized
Unlimited number of common shares, voting
Unlimited number of 5% cumulative redeemable cotibier Class A preferred shares, voting

During the quarter ended March 31, 2009 1,600,880¢koptions were granted and 150,834 options itede

During the quarter ended March 31, 2008 the Comganmypleted a prospectus offering of 5,212,633 units
gross proceeds of $6,255,160. In accordance wiehténms of the Debentures, all of the outstanding
Debentures were converted into 6,962,024 commoresteffective immediately prior to the closing bfst
public offering. Also during the quarter 725,00@c#t options were granted and 10,000 options fadeit
527,500 warrants were exercised for gross proceédp448,375 and 278,348 exchangeable shares were
exchanged for 278,348 common shares.

As of May 20, 2009, the Company has 55,118,522 commshares outstanding, 5,212,633 of warrants
outstanding, 2,309,106 exchangeable shares of IPBG@h Africa (Pty) Ltd. and 5,025,831 stock opsion
outstanding. The Company has reserved for issu2y369,106 of its Common Shares in contemplatiothef
exchange of any or all of the 2,309,106 Prefer&iwes of it subsidiary, IPICO South Africa (PtydlLThose
Preference Shares are exchangeable for commorsabfatee Company on a one-for one basis at theoofi

the holder at any time, or at the option of the @any at any time after March 30, 2011. The Compaay
has 5,000,000 of 5% cumulative redeemable conVerd@lass A preferred shares.

Internal Controls over Financial Reporting

During the first quarter of 2009, the Company impémted a new global ERP system, Netsuite, which
included new finance systems. This change didrestlt from any deficiency in existing controls gorito
implementation, but rather from the need to codstdi and streamline the financial reporting pracBssing

the system implementation additional controls warein place to ensure the ongoing effectivenessoafrol
procedures, although the implementation did noeécifthe overall control effectiveness. Accordinglyere
were no changes in internal controls over finan@glorting during the most recent quarter endedcM&u,
2009 that have materially affected, or are readgriddely to materially affect, the Company’s inte controls
over financial reporting.
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