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Special Note Regarding Forward Looking Statements

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

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

PART I

ITEM 1.                     BUSINESS

Overview

Quadrant 4 is a leading provider of cloud based Platform-as-a-Service (PaaS) and Software-as-a-Service (SaaS)
products to the health insurance, media and education verticals. In addition, the Company provides expertise and
relevant services that leverage our proprietary Social Media, Mobility, Analytics and Cloud (SMAC) technology
stack. Our clients engage us to help them build more efficient operations; provide solutions to critical business and
technology problems, and to help them drive technology-based innovation and growth. Our revenue is primarily
generated from the sale and licensing of our PaaS and SaaS systems as well as from a wide range of technology
oriented services and solutions. Our core platforms include QHIX, a cloud based health insurance exchange platform;
QBLITZ, a cloud based digital media platform and QEDX, a cloud based education platform for K-12 students each
of which incorporates our proprietary SMAC technologies.  Our core services include Consulting, Application Life
Cycle Management, Enterprise Applications & Data Management, Mobility Applications and Business Analytics. We
blend these services with our technology platforms to offer client and industry specific solutions to the Healthcare,
Media and Education industries.

Corporate History

Quadrant 4 System Corporation (sometimes referred to herein as “Quadrant 4” or the “Company”) was incorporated by the
Florida Department of State on May 9, 1990 as Sun Express Group, Inc. and changed its name on March 31, 2011.
The Company changed its domicile to Illinois on April 25, 2014. The Company operated its business through its two
wholly owned subsidiaries, Quadrant 4 Cloud, Inc., and Quadrant 4 Media, Inc., both Illinois corporations.

Principal Business
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The Company is engaged in the Information Technology sector as a provider of Platform-as-a-Service (PaaS) and
Software-as-a-Service (SaaS) systems to the health insurance, media and education verticals. Along with these
platforms, the company also provides relevant services that leverage our proprietary Social Media, Mobility, Analytics
and Cloud (SMAC) technology stack. Our core services include Consulting, Application Life Cycle Management,
Enterprise Applications & Data Management, Mobility Applications and Business Analytics. The Company blends
these services with our technology platforms to offer client and industry specific solutions to the Healthcare, Media,
and Education verticals.

Industry Background

Many industry verticals are dealing with significant disruptions that arise due to regulatory changes, life style changes
and rapid adoption of new technologies. These disruptions lead to challenges such as loss of revenue, clients,
profitability and market share.  These challenges provide opportunities for Quadrant 4 to execute constructive
strategies in a timely fashion to address these changing business needs. The passing of the Affordable Care Act (ACA)
brought about unprecedented changes in the health insurance markets that called for building both public and private
exchanges that allow payors and individuals/ groups to buy health insurance online. The rapid migration of print
media to digital media along with the proliferation of inexpensive mobile devices leads to challenges not only in
delivering fresh content 24x7, but also in rethinking advertisement based revenue models.

3
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Today, the publishing industry looks at multimillion dollar high speed printing equipment as obsolete while content
has become their core and strategic asset.  The early adoption of technology by the student population, along with the
implementation of common core standards in our K12 education system, has led to disruptions that require newer and
better methods for assessment and intervention for children.

Today, many companies are questioning their IT infrastructure which in many cases is in need of modernization just
as their businesses face intense competitive pressure and rapidly changing market dynamics.  This is driven by such
factors as changes in the economy, new sets of government regulations, changing business models and global
competition both in their markets as well as their supply-chains. At the same time, companies must evaluate the effect
of emerging technologies such as social networks, mobile devices, advanced analytics and cloud computing, or
SMAC, on their business operations. There is a significant need to embrace these technologies to improve their
businesses, expand markets and respond to customer needs. These technologies represent a new IT technology stack
that is profoundly changing the way companies relate to their customers, engage with employees and bring innovative
products and services to market. In response to these challenges, many companies are focused on improving
efficiencies, enhancing effectiveness and driving innovation through technology. Companies need to build agility into
both the cost and revenue sides of their models and in this context, they increasingly view the global sourcing model
as a key to their efforts to operate more cost-effectively and productively. Separately, to confront secular industry
shifts, changing demographics and new methods of doing business, companies are looking to innovate and build new
and different capabilities with emerging technologies to ensure their business models stay relevant.

Companies increasingly seek to meet the dual mandates of more efficient and effective operations, including cost
reduction and technology-based innovation and business transformation in a comprehensive, integrated manner.
Achieving these objectives present major challenges and requires companies to have highly skilled professionals
trained in many specialized technologies and diverse industries.

SMAC technology based solutions when offered and deployed as PaaS and/or SaaS based models have given
businesses a real opportunity to develop innovative solutions that ultimately lead to leveraging public IT
infrastructure, lowering the cost of ownership and deploying innovative applications that not only improve enterprise
decision making capabilities but also allows them to roll out new business models with an unprecedented ability to
reach customers.

Key Offerings

Platform as a Service for the Health Insurance Industry - QHIX

While the Affordable Care Act (ACA) mandates establishment of government facilitated health insurance exchanges
in every state, there are several market dynamics driving businesses, organizations and brokers to implement their
own private health exchanges such as:

§  Need for more healthcare choices by employees
§  Employers' increasing need for choice between defined contribution and defined benefits for their employees

§  Payers’ need to support Employer sponsored health insurance and avoid product commoditization
§  Opportunity to adapt new business models for other industry stakeholders, such as benefits consultants, Third Party

Administrators and Brokers to emerge stronger and enhance their relationship with the consumers

QHIX, our health insurance platform solution supports various models:
§  Insurer operated model for insurers or group of insurers to operate the exchange offering plans to individuals

and customizing plan choices in partnership with employers
§  Third party operated model for large Brokers and Benefit Administrators with multiple carriers to offer products to

individuals and employers
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§  Broker/Retailer operated model to sell their products along with other health and wellness products

QHIX offers a robust and personalized end-to-end member management experience for all the stakeholders of the
exchange:
§  Individuals and employees - Complete retail centric experience from shopping to enrollment to billing and

managing their dependents
§  Employers – Offer employees various plans through defined contribution or defined benefits approach, manage

enrollment period, manage employee and their dependents enrollment and life change events & billing
§  Carriers – Flexible plan configuration capabilities with rider and benefits details along with plan summary

§  Brokers – Manage the banquet of offerings to their clients; employers or individuals and their billing and
commission details

§  Exchange Administrators – complete back office administration of all the functions of the exchange to support and
manage jobs; invoicing; reconciliation and payments

4

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

7



Table of Contents

QHIX fully supports the entire employee benefits administration function:
§  Benefits Enrollment

§  Employee Portal
§  Data Exchange

§  Real Value Statement
§  Consolidated Invoice & Reconciliation

§  QHIX is highly secured and is HIPAA compliant and is designed for scale

QHIX has the unique capability of providing both sophisticated benefits administration for the full time employees as
well as the private exchange capabilities connected to the federal or state exchange for an employer’s part-time,
seasonal, contractors, retirees, or COBRA eligible employees, all operated on the same platform.

Platform as a Service for the Digital Media Businesses – QBLITZ

The Media industry is currently experiencing the greatest disruption since the advent of the printing press.  Consumers
now consume content from a plethora of devices, form factors and formats at varying velocities.  Media companies
ranging from cable and satellite operators to print publishing and newspaper outfits have been impacted by changes in
the habits of consumers in consuming content.  In publishing, many consumers have transitioned away from
newspapers and print magazines over to digital editions consumable over the web, mobile tablets or smartphones.  The
TV and movie industry has also been impacted by consumers opting to use online streaming options such as Netflix in
place of traditional viewing choices.

A study by McKinsey, points to the fact that with the availability of powerful engine technologies, the “long tail” of
media and content (whether text, video, classifieds, products for sale, etc.) is accessible to anyone for free. This has
caused erosion in the value of traditional bundled content found in newspapers, network TV stations, or big-box
retailers.  This has resulted in challenges for both content owners and marketers in reaching and engaging audiences
that access such eclectic, fragmented media.  According to a survey by Deloitte Consulting, 32% of US consumers
watched digital video entertainment through an online subscription streaming service in 2014.  A whopping 86% of
US consumers claim that they are multitasking while watching TV with less than 25% of these activities directly
related to the programs they are watching.   There is also a change in consumption habit with more consumers electing
to use time-shifted DVR content e.g. watching video on over-the-top Internet video services such as Youtube or Hulu.
This increase in all varieties of time-, place-, and device-shifting consumption of content pressures traditional
advertising-driven business models for distributors, advertisers, and content owners in the value chain.  The same
types of pressures are also impacting newspaper print advertising which has dropped from a high of $50B a year in
2000 to $20B in 2014.

In order to keep pace with changing consumption patterns, business models, and fragmentation in distribution, media
organizations require a new set of content distributions capabilities across 4 different dimensions – Social, Mobile,
Analytics and Cloud (SMAC).

The QBLITZ platform offering has been designed from the ground up to assist media companies in handling this
disruption via software tools, cloud infrastructure, mobility and the development of a highly trained group of domain
experts.

Some of the highlights of QBLITZ include:
§  Social/User Generated Content Management (User Video Upload, Microblog, Photo Album, User Profile,

Commenting, Moderation)
§  Content Query (Document, Image Query, Image Resizing, Video Query, Commenting Query)

§  
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Event Query (Places of Interest, Registration, Event Calendar, Location Based Listing, Data Collection,
Elasticsearch indexing, Cassandra ingestion)

§  Communities & Personalization (Taxonomy, Liking, Following, Voting, Notification, Personalized Feed
(Recommendation, Elastic Search, E-Commerce and Catalog, Classifieds, Buyers Guide, Shopping Cart, Paywall,
FSBO, Location Based Listing, Lead Flow and Validation)

§  Digital Asset Management (Taxonomy, Digital Rights Management)
§  Catalog Management (Product Catalog, Taxonomy, Data Ingestion, Data Mapping)

§  Big Data Analytics, ODS, Central Logging, Reporting, Recommendation Processing, Leads, Lead Collection, Lead
Routing, Lead Flow Management

§  Infrastructure Services such as Private-Public Cloud Bursting, Content Delivery Network, Geo-Optimized Serving,
Cloud Management, Disaster Recovery, Round the Cloud Monitoring

§  Mobility Services such as: iOS and Android Development, Gaming, Animation, Connected TV Development,
Augmented Reality

This rich set of capabilities coupled with state of the art technologies in Cloud Computing, NoSQL, Big Data, enable
media clients to keep pace with changes in the marketplace and gain competitive advantages.

5
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Media organizations can benefit from QBLITZ in the following ways:
§  Utilize analytics to drive the business and create a feedback loop from Editorial to Publishing to Audience

Engagement. This may take the form of:
•  Personalizing content to consumers through recommendation engines

•  Pricing advertising dynamically in real time
•  Being able to measure audience engagement more precisely and thereby creating a metric to value content

§  Engage audiences on multiple devices and content formats e.g. smartphone, tablet, connected TV and web
among others using websites, mobile sites, mobile apps, video and audio

§  Enable media companies to build vertical social networking capabilities leveraging their audiences more effectively
§  Embrace new business models in media e.g. micro paywall with Apple iPay, or Bitcoin payment for granular pieces

of content (e.g. an article, or a set of videos)

Platform as a Service for the K12 Education Markets – QEDX

The US Government’s Office of Management and Budget (OMB) annually estimates the stock of education Capital,
which is the cost of replacing the years of schooling embodied in the U.S. population aged 16 and over (i.e., how
much it would cost to reeducate the U.S. workforce at today’s prices, rather than at its original cost). The OMB
estimates that the federal government’s component, an estimated $2.24 trillion in FY2014 represents about 3.5% of the
nation’s total education stock. As such, we estimate that the real education capital without inflation will be worth more
than $64 trillion in 2014, up from $6.8 trillion in 1960. This represents a real CAGR of 4.2% over that 54-year period.
The bulk of spending comes at the state and local tax level as well as through personal spending. As such, the
education industry serves a large and wide customer base, in our view.

According to Industry experts it is estimated that the Education industry will be growing at 2.9% annual rate through
2019 when total spending in this sector is expected to be roughly $1.5 trillion annually. Based on data available the
for-profit education sector will generate about 9.3% of this or about $120 billion annually in revenues.  According to
leading industry research, companies that use technology as part of their delivery of services are expected to
outperform.

The Company will launch its education platform, QEDX in the later part of 2015 that fosters interactions, student
oriented exploration and collaborative learning. The design of the platform is to assimilate data to provide prescriptive
and predictive learning models. The Company will also release several applications on a license or subscription model
that will address the Academic, Behavioral and Social aspects of Learning to the School systems as well as to
individuals such as teachers and parents in the growing home and on-line school markets. Our education solutions are
aimed towards serving the needs of all learners as they progress through a life-long path of learning. Our
cradle-to-grave approach is embodied within the QEDX Exchange platform, which serves as a central hub for
providing Social, Mobile, Analytic, Cloud-based education services and products.

We are leveraging our experience providing cloud-based exchanges for healthcare and media, to the education market.
This entry into the segment enables us to meet K-12 schools' growing demand for platforms that bring together the
delivery of digital instructional content and assessments and the analysis of student information and performance data.

Technology within the K-12 is now practically in every classroom. To further solidify its platform base and to ensure
a stronger foothold in Education segment, we acquired Brainchild in 2015, a leading provider of web-based and
mobile learning solutions to K-12 schools.  Brainchild, has a large recurring customer base of 3,200 schools in 5 states
using its multiple award-winning mobile learning and formative assessment products.

A recent analysis of the education industry offers another glimpse of just how much the market for testing and
assessment has surged in recent years. This upswing is fueled partly by implementation of new state standards, the
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common core, as well as by demands for formative assessment. Data released by the Software & Information Industry
Association, a Washington trade organization, shows that the market for prekindergarten through grade 12 testing has
grown by about 57% over two years ago, and now stands at an estimated $2.5 billion.

In addition to the focus on aligning lessons and tests at all levels to the common core, and on formative assessment,
the surge in the assessment market has also been driven by the availability of large amounts of data; new interest in
"real-time" online assessments; and school officials' desire to link tests to academic content with the goal of
personalized learning.

QEDX will offer:

§  Instruction and Assessment: The acquisition and integration of the Brainchild platform will provide us with
immediate access to over 100,000 proven and tested units of instruction in literacy, mathematics and science. These
products provide immediate intervention and assessment services for at-risk children in grades K-8 in English and
Spanish. These are further coupled into the analytic components of the Education Exchange.

6
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§  Innovative curriculum with a focus on STEAM: In addition to the more than 100,000 units of instruction in literacy
and math, we are actively developing curriculum and contents that support innovative educational programs in
science, technology, engineering practices, arts and mathematics. Our initiative is based on (1) aligning all new
contents to established standards, (2) supporting project and event-based learning, and (3) ensuring that the units
are fun and engaging for the learners.

§  Analytics for Education: With the Company’s deep background and experience in business intelligence systems, we
are uniquely positioned to provide business intelligence and analytic solutions for education. Our initial entry
supports the collection, cleansing and reporting of critical indicators in the areas of multi-tier systems of support
(MTSS) and supporting special education programs at the U.S. school, district and state levels.

Our Education Practice for 2015 focuses on providing a range of consolidated educational services and solutions to
the primary education market (K-8). Our focus is on delivering instruction and assessment to those learners who are
most at risk, and to turn them into prepared and engaged citizens of the 21st century and beyond.

Portfolio of Services:

We offer a broad range of services designed to help clients address business challenges and enhance their ability to
pursue growth opportunities. Our key service areas, Consulting and Technology Services and Outsourcing Services,
are delivered to our clients across various markets in a standardized, high-quality manner through our global delivery
model. We continually invest in the expansion of our service portfolio to anticipate and meet clients’ evolving needs.
In recent years, in addition to our traditional offerings, we have begun to provide services that enable clients to
harness emerging SMAC technologies. Our current service areas include:

 §  Digital Transformation Services

We help enterprises leverage digital technologies to transform their business. From creating digital strategy from the
ground up and building delivery platforms to meeting integration requirements, we provide a whole gamut of services
ensuring holistic digital transformation. A frontrunner in harnessing the integrated power of Social, Mobile, Analytics
and Cloud, we leverage our experience to strengthen our digital transformation services. Our proprietary SMAC
solutions entwined with our domain expertise help enterprises gain comprehensive digital capabilities to thrive in this
digital world. Where technology lays the foundation for digital transformation, we play a pivotal role in creating
platforms for enterprises across verticals and guiding enterprises to seize the digital advantage.

 §  Technology Consulting

We lead the way for enterprises to transform their business processes and enhance performance on the whole. In the
role of a trusted information technology consulting partner, we gain a thorough understanding of enterprises' business
goals, skill requirements, technology landscape and policies to implement the best strategy for delivering results.
Leveraging our understanding of business processes and industry knowledge and adopting a prescriptive approach,
our consulting services equip enterprises with ideal solutions needed to overcome critical business challenges. With
our consulting services, clients reap rewards from rich insights that help them strengthen their decision-making
capabilities, fuel business growth and reduce operational costs.

 §  Application Life Cycle Management

Our application lifecycle management services provide thrust to enterprises’ efforts to thrive in this dynamic business
environment. With our services, clients reap twin benefits of cutting costs drastically and improving the overall
agility, responsiveness, productivity and efficiency of their IT infrastructure. As a result of either supporting the entire
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application landscape or some of the applications, we ensure that our clients’ core operational systems are responsive
to changing needs. In addition, our Application Value Management Solutions help clients gain more value by
balancing cost, complexity and capacity, reducing cost of ownership, improving service levels and creating new
operational efficiencies.

Our global delivery business model spearheads a range of rapid response and cost-effective support services to our
clients. From providing help desk services at the client location or  from remote locations to delivering cost-effective
offshore solutions addressing complex maintenance services, including modifications, enhancements and
documentation, our services cater to the varied demands of clients. We draw on our experience to renovate clients’ core
systems to meet the requirements imposed by new regulations, new standards or other external events. Our diagnostic
services serve clients well in identifying their shortcomings in IT systems and optimizing the performance of systems.

7
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§  Enterprise Applications & Data Management

We leverage our strategic partnerships with SAP and Oracle to help enterprises unlock the potentials of enterprises
applications. Our extensive experience extends across ERP, application maintenance and support, business
intelligence and enterprise performance management. Through an optimal blend of near shore, onshore and offshore
resources, we integrate and align our client’s applications with their business processes to create a robust IT
foundation. With our consultants offering comprehensive consulting, implementation, development, maintenance,
integration, and upgrade services and with our ability to implement emerging technologies like mobile, SOA and
cloud, we ensure delivery excellence to reduce risks and costs while adding value to our client’s business.

Our data management services help enterprises to reap gains from their most valuable asset, data. Adopting a holistic
approach, we focus on the key elements like data architecture, taxonomy, metadata, storage and security to ensure that
our clients find access to relevant data at the right time. Our services range from design, planning, set up and
installation to database administration, restoration and upgrades. Leveraging our expertise in supporting
business-critical applications and managing huge databases like Oracle and Microsoft SQL server, we help enterprises
to make the best use of information to trigger business success.

§  Enterprise Mobility

Focused on creating the next generation mobile enterprise, our enterprise mobility services span the full mobility
spectrum, extending from consulting and deployment to device management, support and industry-focused solutions.

With capabilities extending across leading mobile platforms, we ensure that our clients succeed from concept to
launch reaping rich rewards from their mobile investments. Our proven ability to leverage mobility to enhance
operational efficiency has enhanced our reputation to create mobile solutions helping clients meet varied needs and
realize their business potentials. Designed and developed with the end user in mind, our mobile solutions create an
enriched user experience.

§  Business Analytics

We provide business analytics services to help enterprises unlock business value from their most valuable asset, data.
Our consultants come with rich experience in leveraging the best tools, practices and methodologies to help clients
extract constructive insights from their vast data collections.

Whether it is analytics value related to the web, products and business systems or services, Quadrant 4’s business
analytics services meet specific needs of clients. Our range of analytics services extending from predictive analytics
and segmentation analytics to text analytics equips enterprises to make faster and better business decisions. Where big
data plays a big difference, our big data expertise comes into play to help enterprises gain maximum value from big
data and benefit from positive business outcomes.

§  Managed Services

Our managed services help enterprises gain maximum value from their technology investments and nurture an IT
infrastructure equipped to handle future demands. Our clients take advantage of our managed service offerings to
focus on their business goals and objectives while reducing costs in managing their IT infrastructure.

With a range of cloud infrastructure services including cloud hosting, colocation services, IT infrastructure and
managed hosting services, we help our clients tap into emerging market opportunities through the right mix of
programs and services. From serving clients as their remote IT department to offering support for all major platforms
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like SAP Windows, UNIX/Linux, robust systems management and help desk ticketing systems, we provide complete
solutions to meet varied business needs of our clients.

Global Delivery Model

Our geographic reach extends across the globe, with delivery centers located in USA and in India through our
dedicated outsourcing partner. We have a three-tiered global architecture for service delivery and operations,
consisting of offshore center, employees co-located at clients’ sites, local or in-country delivery centers in CA, IL, GA,
MI, NV and NJ. Our organization is highly experienced and our employees maintain the highest level of quality
certifications. Our facilities, technology and communications infrastructure facilitate the seamless integration of our
global workforces.

8
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Sales and Marketing

We market and sell our services directly through our professional staff, senior management and direct sales personnel
operating out of our offices in CA, GA, IL, MI, NV and NJ. The duration of the sales process varies depending on the
type of service, ranging from approximately two months to over one year.

Customers

We rationalize our services to our customers with the intent to increase yield, volume, shelf life and profitability eve
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