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Pixman Nomadic Media Inc.

December 31, June 30, 2006
2006 (note 17)
Unaudited
Restated (note 18) Audited
Cash $ 585,509 $ 476,285
Temporary investments, at cost 2,825,000 —
Trade accounts receivable (note 5) 166,885 225,823
Other receivables 145,348 22,066
Inventory 40,716 48,035
Prepaid expenses 26,071 5,676
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Property and equipment, net (note 6) 346,351 373,433
Patents and trademarks (note 7) 220,272 246,902
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Accounts payable and accrued liabilities $ 769,450 $ 443,145
Deferred revenues 75,613 124,341
Convertible debentures (note 9) - 800,000
Advances from parent company (note 9) - 259,993
Current portion of long-term debt (note 10) 119,900 165,636
1&% 1& 1 "
Convertible debentures (note 9) — 1,035,685
Long-term debt (note 10) 55,841 77,374
HT "% 3 )
* + -
Share capital (note 11) 6,622,583 569,800
Contributed surplus (note 13) 348,940 1,863
Deficit (3,636,175) (2,079,617)
3,335,348 (1,507,954)
Commitments (note 16)
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See accompanying notes to unaudited consolidated interim financial statements.

On behalf of the Board:

[Signed] Daniel Langlois [Signed] Jake Chadwick
Director Director




Pixman Nomadic Media Inc.

-_/ O -
1
Three months ended Six months ended
December 31, December 31,
H#H"& H#H"&
2 2
2005 2005
23 $ H&H &H#H S W T $ I $ & &
Cost of revenue * ° 210,436 227,957 438,958 354,337
B 20 ##1 1 B T #
6 /
Selling, marketing and operating 223,698 140,739 407,541 168,919
General and administrative 671,988 116,114 848,760 224,623
Research and development 40,168 12,532 73,398 17,272
Amortization of patents 19,064 11,456 38,128 22,911
Depreciation of assets 4,628 4,131 8,928 8,261
959,546 284,972 1,376,755 441,986
-/ 7 1 & 1 B CH B
Short-term financing charges 264,388 3,148 289,503 8,174
Interest on long-term debt and
convertible debentures 14,069 4,193 25,110 7,760
Foreign currency (gain)/loss (2,049) 4,883 20,444 6,344
$ % “# $ & *°° $ BT IR | $ %% 1
Deficit — Beginning of period (2,452,148) (1,185,764) (2,079,617) (1,108,784)
O - 86 -/ $ & & $ # & $ & & & $ #* &
Basic and diluted loss per share (0.058) (0.004) (0.081) (0.008)
Weighted average number of shares 20,353,669 18,250,000 19,301,832 18,250,000

4 ® Cost of revenue includes amortization of Pixman Systems for an amount of $22,348 for the three-month
period and $45,878 for the six-month period ended December 31, 2006 ($34,811 for the three-month
period and $68,622 for the six-month period in 2005).

See accompanying notes to unaudited consolidated interim financial statements.



Pixman Nomadic Media Inc.
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Three months ended Six months ended
December 31, December 31,
#HY"& 2005 H"& 2005
2 2
-/ 7 3
Net loss $ % “# & **° $ e tta $ %% 1
Items not affecting cash 427,764 50,399 478,535 100,794
il::;cnzhanges in non-cash working capital (86,980) 55,563 (67,410) (81,993)
%  #%% LI | %" % % #H& #
3 7 3
Increase in temporary investments (2,825,000) - (2,825,000) -
Purchase of property & equipment (2,420) (87,516) (13,001) (119,938)
Additions to patents - (31,149) (11,498) (65,759)
# # O WHT &&"" # %Y %Il &l
9 7 3
(Decrease)/Increase in bank
indebtedness - (23,357) - 84,771
Exercise of stock options (note 14) 52,500 - 52,500 -
Repayment of term loans (40,188) (25,938) (81,991) 47,108
Issue of convertible debentures - 130,000 - 180,000
Proceed_s from the recapitalization 4,133,648 _ 4,133,648 _
transaction (Note 5)
% %" 1&" - % Ty !
i % "t HI& < "1 #HN <
Cash, beginning of period 110,213 < 476,285 <
. § oy $ = $ oy $ -
Net interest paid $ 61,870 $ 7,342 $ 68,216 $ 5,934
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Pixman Capital Inc. [“"Pixman”] was incorporated on April 12, 2006 under the Canada Business Companies
Act. The Company was classified as a Capital Pool Company as defined in Policy 2.4 [the “CPC Policy”] of
the TSX Venture Exchange Inc. [the “Exchange”].

On December 18, 2006, Pixman completed its Qualifying Transaction with the shareholders of Pixman
Corporation (the “Corporation”) pursuant to which Pixman acquired all the issued and outstanding shares
and warrants of the Corporation. This transaction was considered a reverse take over and therefore the
assets and liabilities of the Corporation are included in the unaudited consolidated financial statements at
their carrying value (notes 5 and 12).

The Corporation specializes in offering unique and patented nomadic media solutions that enable
advertisers, advertising agencies and content owners to reach their audiences in a new, dynamic and
efficient manner.

On December 18, 2006, Pixman changed its name from Pixman Capital Inc. to Pixman Nomadic Media Inc.
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These unaudited consolidated financial statements have been prepared by management in accordance with
Canadian generally accepted accounting principles ("GAAP”). The unaudited balance sheet as at December
31, 2006 and the unaudited statements of operations, deficit and cash flows for the three and six-month
periods ended December 31, 2006 and 2005 reflect all adjustments which, in the opinion of management,
are necessary to present a fair statement of the results of the interim periods presented. The results of
operations and cash flows for any quarter are not necessarily indicative of the results or cash flows for an
entire year. The interim unaudited consolidated financial statements do not include all disclosures required
for annual financial statements and should be read in conjunction with the most recent annual audited
financial statements of the Corporation as at and for the year ended June 30, 2006 included in the
Information Circular dated November 14, 2006, and the annual audited financial statement of Pixman
Capital Inc. as at and for the year ended June 30, 2006. These interim unaudited consolidated financial
statements follow the same accounting policies and methods of computation as the most recent annual
financial statements.

All amounts in the attached notes are unaudited unless specifically identified.
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The financial statements have been prepared on the going concern basis, which assumes the realization of
assets and the satisfaction of liabilities in the normal course of business. These financial statements do not
include any adjustments to the carrying value or classification of assets and liabilities, nor to the results of
operations, should the Corporation not continue to operate as a going concern. The ability to generate
positive net income and cash flows from operations in the future is dependent upon many factors, including
the level of market acceptance for the Corporation's products, the degree of competition, the ability to raise
additional capital and general economic conditions. Management expects funds generated from operations
and/or external financing to come in due time and meet Corporation's liabilities and commitments

On December 18, 2006, Pixman acquired all of the issued and outstanding shares [16,339 class A common
shares] of the Corporation in exchange for the issuance of an aggregate of 18,250,000 common shares. As
a result of this transaction, the shareholders of the Corporation received sufficient common shares to effect
a reverse takeover of Pixman [the “Reverse Takeover”]. Accordingly, these financial statements, including
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the comparative figures reflect the accounts of the Corporation at their historical carrying values as it is
deemed to be the acquiring entity.

Prior to the aforementioned transaction, Pixman was a Capital Pool Company which did not constitute a
business as defined under GAAP and therefore this Reverse Takeover does not constitute a business
combination. Following guidance in the Canadian Institute of Chartered Accountants’ EIC-10 [“EIC-10"], this
Reverse Takeover is accounted for as a capital transaction reflecting the acquisition of the net assets of
Pixman, by the Corporation detailed as follows:

$
Cash 4,133,648
Accounts receivable 65,655
Pre-paid expenses 2,649
Liabilities (239,795)
Transaction costs (63,737)
Net assets acquired 3,898,420

Concurrent with the Reverse Takeover, Pixman completed a private placement whereby it issued 6,887,500
units at an issue price of $0.40 per unit for gross proceeds of $2,755,000. Each unit consisted of one
common share and one-half common share purchase warrant exercisable at any time prior to the second
anniversary of the closing date. The fair value of a full warrant was determined to be approximately $0.125
using the following assumptions: an expected volatility of 51.4%; a risk-free rate of 4.02%, an expected life
of 2 years and a dividend yield of nil. Gross proceeds were allocated between share capital and warrants pro
rata, based on the relative fair values of the shares and warrants. Agent’s commissions of 8% of the
proceeds amounted to $204,080. Other issuance costs were $207,341, resulting in net cash proceeds of
$2,343,579. In addition, the agent received compensation warrants to purchase 602,656 units. The fair
value of the warrants to purchase Units was determined to be $112,980 based on the criteria set out above.
Aggregate issuance costs were $524,401.

Prior to the Reverse Takeover described above, on July 20, 2006, Pixman an IPO in which 5,333,333 shares
were issued for gross proceeds of $1,600,000. Share issuance costs included the agent’s commission of
$127,309 and other issuance expenses of $74,240, amounting to cash expenses of $201,549, resulting in
net proceeds of $1,398,451. In addition, Pixman issued 533,333 options to the agent with an exercise price
of $0.30 and a 24-month exercise period. The fair value of these options was determined to be $24,486,
using the following assumptions: an expected volatility of 51.4%, a risk-free rate of 4.02%, an expected life
of 2 years and a dividend yield of nil. This was recorded as an issuance expense, with a corresponding credit
to contributed surplus. Share issuance costs were $53,762, and are included in total share issuance costs of
$279,797, resulting in a net increase in the share capital of Pixman of $1,320,203.
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The Canadian Institute of Chartered Accountants ("CICA”) has issued the following new Handbook Sections
which were effective for interim periods beginning on or after October 1, 2006:

(i) Financial Instruments — Recognition and Measurement; (ii) Hedges; and (iii) Comprehensive Income. The
new standards are based on the U.S. FASB Statement 133, Accounting for Derivative Instruments and
Hedging Activities, and on the International Accounting Standards (“IAS”) Board’s new standard, IAS 39,
Financial Instruments - Recognition and Measurement. These requirements will be applicable for the
Corporation in the second quarter of fiscal 2007.
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The Handbook Section 3855, Financial Instruments - Recognition and Measurement prescribes when a
financial instrument is to be recognized on the balance sheet and the measurement method, using fair value
or using cost-based measures. It also specifies how financial instrument gains and losses are to be
presented.

New Handbook Section 3865, Hedges, allows optional treatment providing that hedges be designated as
either fair value hedges, cash flow hedges or hedges of a net investment in a self-sustaining foreign
operation. For a fair value hedge, the gain or loss attributable to the hedged risk is recognized in net income
in the period of change together with the offsetting loss or gain on the hedged item attributable to the
hedged risk. The carrying amount of the hedged item is adjusted for the hedged risk. For a cash flow hedge
or for a hedge of a net investment in a self-sustaining foreign operation, the effective portion of the hedging
item’s gain or loss is initially reported in other comprehensive income and subsequently reclassified to net
income when the hedged item affects net income.

The ASB has issued new Handbook Section 1530, Comprehensive Income, and amended Surplus, Section
3250 to be renamed Equity, Section 3251. These standards require that an enterprise disclose
comprehensive income and its components, as well as net income in its financial statements; and that an
enterprise disclose separately changes in equity during the period, as well as components of equity at the
end of the period, including comprehensive income.

The Corporation does not expect these changes to have a material effect on its results of operations.

' -1 = 26 6 A (6
December 31, 2006 June 30, 2006
(unaudited)
Restated (audited)
Trade receivables $ 230,291 $ 280,078
Allowance for doubtful accounts (63,406) (54,255)
$ 166,885 $ 225,823

Four clients in the International Licensing segment represented 52.3% of the accounts receivable balance as
at December 31, 2006 (June 30, 2006 - 48%).

& 2. 62=> O 6Dl 6 =
Net book value

Cost Accumqlat_ed December 31, June 30, ?006
Depreciation 2006 (audited)
Leasehold improvements $ 8,303 $ 7,818 $ 485 $ —
Pixman Systems 778,518 493,723 284,795 320,862
Furniture and office equipment 61,771 34,349 27,422 30,331
Computer equipment and software 39,067 22,699 16,368 17,038

Computer equipment and software
- capital leases 23,215 5,934 17,281 5,202
$ 910,874 $ 561,523 $ 346,351 $ 373,433
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Net book value
Cost Accumulated December 31, June 30, 2006
Amortization 2006 (audited)
Patents $ 383,145 $ 181,583 $ 201,562 $ 225,339
Trademarks 35,563 16,853 18,710 21,563
$ 418,708 $ 198,436 $ 220,272 $ 246,902

260 =9 ( =>

The Corporation has a line of credit that carries interest at prime plus 2.5% and has a limit of $100,000. The
facility is guaranteed by Investissement Québec up to a maximum of $65,000. The loan is secured by
moveable hypothecs over the universality of claims, present and future of the Corporation.

The Corporation is required to respect certain loan covenants, most notably maintaining certain financial
ratios. At the time of the Qualifying Transaction, the Corporation was not compliant with these ratios.
However, in conjunction with the Qualifying Transaction and deemed change of control the Corporation
obtained on November 6, 2006 from the lender and on November 7, 2006 from Investissement Quebec

waiver letters with respect to non-compliance.
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December 31, 2006 June 30, 2006

(unaudited)

(audited)

Convertible debentures in the principal amount of $800,000
(see note 7 in the audited annual financial statement of the
Corporation as of June 30, 2006) were converted into 1,791
Class A common shares of the Corporation and 1,791
warrants to purchase one Class A common share of the
Corporation prior to the Qualifying Transaction (note 11).

Convertible debentures with principal amounts of $285,685
and $750,000 issued to the former parent of the Corporation
(see note 7 in the audited annual financial statement of
Pixman Corporation as of June 30, 2006) as at June 30, 2006
were consolidated with: i) parent company advances of
$259,993 as at June 30, 2006; and, ii) an additional advance
of $4,322 received on July 31, 2006 from the parent
company into a $1,300,000 convertible debenture issued to
same parent company dated July 31, 2006. This convertible
debenture was then converted into 2,910 Class A common
shares of the Corporation prior to the Qualifying Transaction
(note 11).

$ — $

800,000

1,035,685

Current portion

1,835,685
(800,000)

$ — $

1,035,685
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Term loan, repayable in equal monthly payments of $4,687
plus interest at prime plus 2.5% maturing in May 2008
collateralized by a movable hypothec on property and
equipment, intangible assets and intellectual property related
to the equipment

Term loan, repayable in equal monthly payments of $4,917
plus interest at prime plus 2.5% maturing in October 2007
collateralized by a moveable hypothec on all equipment,
intangible assets, inventory and intellectual property related
to the equipment

Term loan, repayable in equal monthly payments of $3,958
plus interest at prime plus 2.5% maturing in July 2007
collateralized by moveable hypothec on all equipment,
intangible assets, inventory and intellectual property related
to the equipment

Obligations under capital leases, bearing interest 7.5% to
18% and repayable in monthly installments of $306 until
January 2008 (a bargain purchase option of $10 is available
at the end of the lease) and $295 until July 2011

$ 79,688

49,167

27,739

19,147

$

107,812

78,667

51,493

5,038

Current portion

175,741
(119,900)

243,010
(165,636)

$ 55,841

$

77,374

10
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Unlimited number of common shares.

7
D)
- $
F - — 500,000
Issued 2,666,667 69,800
F T HTT& 2,666,667 569,800
Issued in exchange for the Corporation’s common shares issued
following conversion of debentures 2,000,000 800,000
Issued in exchange for Corporation’s shares following the conversion
of convertible debenture of parent company 3,250,000 1,300,000
Issued in exchange for the Corporation’s shares following conversion
of stock options 1,050,009 52,500
Balance of shares issued in connection with Reverse Takeover 11,949,991 —
Net assets acquired on Reverse Takeover [note 3] — 3,898,420
Other shares issued [note 3] 12,220,833 —
Exercise of stock options — 1,863
(e} D H""& 33,137,500 6,622,583
4 5 - - B 26
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As a result of the Reverse Takeover described in note 3, and following guidance set out in EIC-10, the
number of shares outstanding reported in the current and comparative period is that of Pixman and not that
of the Corporation. However, the stated share capital in both periods is a continuation of the Corporation’s,
the deemed acquirer in the Reverse Takeover.

Immediately prior to the Reverse Takeover, Pixman Corporation issued 1,791 shares pursuant to the
conversion of convertible debentures and 2,910 shares pursuant to the conversion of a convertible
debenture from its parent company. Respectively, these shares were exchanged for 2,000,000 and
3,250,000 common shares of the Corporation.

In addition, 1,050,009 shares were issued by the Corporation pursuant to the exchange of 940 shares of the
pre Reverse Takeover Pixman Corporation which were issued following the exercise of all of Pixman
Corporation’s outstanding options immediately prior to the reverse takeover.

The aggregate of the aforementioned share issuances, plus a balance of 11,949,991 common shares
comprise the 18,250,000 common shares exchanged for the pre Reverse Takeover Pixman Corporation
16,339 Class A common shares pursuant to the terms of the Reverse Takeover.

g

On May 1, 2005, Pixman Corporation issued 698 of its class A common shares as compensation; the fair
value of these shares was determined to be $69,800.

11
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The increase in the shares outstanding during the year ended June 30, 2006 reflects Pixman’s IPO, which
occurred prior to the Reverse Takeover, as described in note 3.

# =_C.=. (

On September 28, 2006 the Board of Directors of the Corporation adopted a stock option plan [the “Plan”]
for directors, senior officers, employees and consultants. Pursuant to the Plan, the Board of Directors may
at any time and from time to time, reserve and grant options to Eligible Persons (as defined in the Plan) to
purchase in the aggregate such number of common shares of the Corporation as shall not exceed 10%, net
of any options exercised, expired or cancelled, of the total number of common shares of the Corporation
issued and outstanding as at the time of the stock option grant. Options may not be granted with a strike
price less than the market value of the shares at the grant date. The life of the options is 60 months and
vesting will be determined by the board at the grant date.

The number of stock options granted by the Corporation during the year, and their weighted average
exercise prices are as follows:

The following table summarizes stock options activities in the Plan for the period:

Weighted average

Number exercise price
Outstanding, beginning of period 800,000 $0.30
Granted 1,357,981 0.34
Exercised - —
Cancelled - —
Granted & outstanding, end of period 2,157,981 0.34
Exercisable, end of period 533,333 0.30

The following table summarizes stock option information outstanding as at December 31, 2006:

Total Outstanding Options Exercisable
Exercise Price Number of Weighted average Number of Weighted average
$ Options remaining life Options remaining life
# (months) # (months)
0.30 1,333,333 41.00 533,333 19.00
0.40 824,648 60.00 — —
2,157,981 533,333

On December 18, 2006 options to purchase 940 Class A common shares of the Corporation granted to
employees and consultants prior to the Qualifying Transaction under the Corporation’s pre Reverse Takeover
stock option plan (the “Pixman Option Plan”) became fully vested and were exercised for net cash proceeds
of $52,500. With the Reverse Takeover the Pixman Option Plan was automatically terminated as per Section
13.3 thereof (note 11). Total stock-based compensation costs for the period was $98,985 (2006 - $1,863).

12



.=6 =. =62 . .(0 =609 ( = =6 6 =

December 31, 2006 - Restated
- =2 1=60 12 (1

December 31, 2006 June 30, 2006

8 7 7 -, $ 1,863 $ -

Stock-based compensation 98,985 1,863

Employee options exercised (1,863) —

Fair value of granted warrants (note 3) 249,955 —

-/ $ % I1%" $ &
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The Corporation has two reportable segments: Nomadic Media Services and International Licensing. The
Nomadic Media Services segment provides turn-key services in North America, including event planning,
deployment and content development to customers seeking to promote brands, companies and products.
The International Licensing segment designs, manufactures, licenses and sells or leases Pixman Systems.
Segment performance is evaluated based on gross margin and other income attributable to a segment.
Intersegment transactions are not significant.

The following presents information on the Corporation’s operations based on its management structure:

As at and for the three months ended Nomadic International
December 31, 2006 - Restated Media Licensing Corporate Total
$ $ $ $
Revenue 182,658 79,704 - 262,362
Earnings/(loss) before interest on long-term
debt and other financial charges (211,631) (309) (695,680) (907,620)
Total net property and equipment 163,757 121,038 61,556 346,351
Amortization included 13,530 10,000 4,300 27,830
As at and for the three months ended Nomadic International
December 31, 2005 Media Licensing Corporate Total
$ $ $ $
Revenue 358,516 98,634 — 457,150
Earnings/(loss) before interest on long-term
debt and other financial charges 11,515 64,406 (131,700) (55,779)
Total net property and equipment 228,024 168,539 85,000 481,563
Amortization included 20,016 14,795 8,261 43,072

13
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As at and for the six months ended Nomadic International
December 31, 2006 - Restated Media Licensing Corporate Total
$ $ $ $
Revenue 373,150 221,061 = 594,211
Earnings/(loss) before interest on long-term
debt and other financial charges (374,473) 48,787 (895,816) (1,221,502)
Total net property and equipment 163,757 121,038 61,556 346,351
Amortization included 26,380 19,498 31,172 54,806
As at and for the six months ended Nomadic International
December 31, 2005 Media Licensing Corporate Total
$ $ $ $
Revenue 455,440 218,178 — 673,618
Earnings/(loss) before interest on long-term
debt and other financial charges (15,716) 148,806 (255,795) (122,705)
Total net property and equipment 228,024 168,539 85,000 481,563
Amortization included 40,032 29,589 31,172 100,794
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Certain shareholders of the Corporation guarantee the repayment of one term loan to a maximum amount of
$84,375 (2005 - $84,375), a second term loan to a maximum amount of $88,500 (2005 - nil) and the bank
operating line of credit to a maximum amount of $35,000 (2005 - $35,000).

During the six-month period ended December 31, 2006 the Corporation paid a total of $33,978 to a
company controlled by a significant shareholder for human resource, financial, information technology,
parking and security services. These services have been negotiated and contracted for based on market
rates, terms and conditions. The balance owing to the related party as of December 31, 2006 was $4,946.

On November 1, 2006 the Corporation signed a license agreement with a Director of the Corporation under
which the Director was granted a four-month exclusive right to represent and offer Pixman Nomadic Media
services in two European countries. In addition, the agreement calls for the Director to conduct a market
study of the long-term potential for development of a permanent business for the Corporation in those
European countries as part of the Corporation’s strategic plan. All terms and conditions of the license
agreement are materially similar to those executed by the Corporation with third parties in the normal
course of business. As of December 31, 2006 the director has not received any direct personal
compensation under the license agreement other than reimbursement of out-of-pocket expenses in the total
amount of $968.

On December 18, 2006 the Corporation entered into an assignment agreement with a director, officer and
significant indirect shareholder at that time (the "related assignor") regarding the Portable Display System
and Electronic Image Display System ("the inventions") before the completion of the Qualifying Transaction
pursuant to which the related assignor assigned the inventions to the Corporation. In consideration of such
assignment, the Corporation will pay the related assignor an annual royalty fee equal to 0,1% of its annual
net sales revenues in excess of $10,000,000, until the latest patent expiry date of the patents in respect of

14
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the inventions. The related assignor is currently a director, officer and shareholder of Pixman Nomadic
Media Inc., the parent company of the Corporation.
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The Corporation leases its premises and equipment under operating leases. Minimum annual lease payments
over the next three twelve-month periods are as follows:

2007 $ 34,284
2008 4,692
2009 1,955
$ 40,931

D 7

A trademark opposition has been filed against Pixman'’s registration of a European Community Trademark for
the mark PIXMAN. Although the outcome of this matter cannot be determined with certainty, the
Corporation believes that this outcome would not have a material adverse effect on its financial position and
operating results.

The Corporation obtained from a French Court the right to seize a product which was allegedly infringing the
the Corporation’s intellectual property rights. The Corporation seeks certain compensation for these
infringing acts but believes that this outcome cannot be determined at this time.
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Some of the numbers as at June 30, 2006 have been restated to conform to the current presentation.

15
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The Corporation’s management realized in the course of the fiscal 2007 year-end audit process that the
accounting of the Reverse Takeover and accounting for certain expenses, including stock compensation
expenses were incorrect. Also there was misstatement of certain items and re-classes as a result of timing
issues in the Corporation’s financial statement close process. The Corporation corrected these errors and
restated the unaudited consolidated financial statements for the three- and six-month periods ended
December 31, 2006.

The net effect of the restatement on the unaudited interim consolidated balance sheet of the Corporation as
at December 31, 2006 was:

, -2 8
Cash $ (48,339)
Trade accounts receivable (7,539)
Prepaid expenses (9,756)
Total assets $ (65,634)
, -2 EC)
Accounts payable and accrued liabilities $ 51,527
Total liabilities $ 51,527
, -2 8 *6+
(O »
Share capital $ 2,026,507
Contributed surplus (377,306)

Deficit

Total shareholders’ equity (deficiency)

(1,766,362)

$ (117,161)

16
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The net effect on the unaudited Interim Consolidated Statement of Operations and Accumulated Deficit for
the three-month and six-month period ended December 31, 2006 was an increase in general and
administrative expenses of $130,705. The breakdown of the adjustment is:

Additional charges relating to the Reverse Takeover $ 77,333
Accrual for annual audit fees 32,500
Stock compensation expenses (21,639)
Other expenses 20,872
Total $ 130,705

17



