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NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a review of the interim financial
statements, they must be accompanied by a notice indicating that the financial statements have not been reviewed by an auditor.

The accompanying unaudited interim financial statements of the company have been prepared by and are the responsibility of
the company’s management. The company’s independent auditor has not performed a review of these financial statements in
accordance with the standards established by the Canadian Institute of Chartered Accountants for a review of interim financial
statements by an entity’s auditor.



CINEMA INTERNET NETWORKS INC.
BALANCE SHEETS
(Expressed in U.S. dollars)
(Unaudited Ð Prepared by Manaagement)

April 30,
2007

July 31,
2006

(audited)
ASSETS

Current
Cash $ 33,574 $ -
Accounts receivable 22,800 40,303
Damages claim receivable (Note 14) 52,706 -
Prepaid expenses (Note 3)             87,810                    -   

196,890 40,303

Investment in 3One Systems US Inc. (Note 3) - -

Equipment (Note 4)             50,818             61,012

$ 247,708 $ 101,315

LIABILITIES AND SHAREHOLDERSÕ DEFICIENCY

Current
Cheques issued in excess of funds on deposit $ - $ 148
Accounts payable and accrued liabilities 648,491 530,476
Customer deposits 23,625 23,625
Current portion of notes payable (Note 5) 68,110 148,614
Obligation under capital lease (Note 6)             45,667             49,819

785,893 752,682
Notes payable (Note 5)                    -                      -   

          785,893           752,682
ShareholdersÕ deficiency

Capital stock (Note 7) 5,653,160 5,242,117
Contributed surplus (Note 7) 49,583 33,240
Deficit      (6,240,928)      (5,926,724)

        (538,185)         (651,367)

$ 247,708 $ 101,315

Nature and continuance of operations (Note 1)
Commitments and contingency (Note 14)
Subsequent events (Note 15)

On behalf of the Board:

[ Bill Massey] Director [Moez Manji] Director

The accompanying notes are an integral part of these financial statements.



CINEMA INTERNET NETWORKS INC.
STATEMENTS OF OPERATIONS AND DEFICIT
 (Expressed in U.S. dollars)
(Unaudited Ð prepared by management)

Three Month
Period Ended

April 30,
 2007

Three Month
Period Ended

April 30,
 2006

Nine Month
Period Ended

April 30,
 2007

Nine Month
Period Ended

April 30,
 2006

REVENUES $ 127,858 $ 247,927 $ 336,814 $ 794,575

DIRECT COSTS           (65,700)         (108,438)         (197,772)         (436,924)

GROSS PROFIT             62,158           139,489           139,042           357,651

GENERAL AND ADMINISTRATIVE EXPENSES
Amortization of deferred finance costs - - - 743
Amortization of equipment 4,709 6,218 13,623 20,470
Bad debts (recovery) 8,283 (13,296) 25,319 (13,296)
Bank charges and interest 649 1,657 3,395 3,629
Consulting fees 41,702 38,873 104,737 110,279
Filing and transfer agent fees 8,290 3,916 16,724 10,088
Foreign exchange 2,682 241 4,591 45
Interest on capital lease obligation 1,569 1,350 4,707 3,693
Interest on notes payable 1,327 7,240 9,076 25,190
Investor relations 13,303 - 31,036 -
Management fees 15,000 15,000 45,000 45,000
Office and miscellaneous 6,059 8,514 16,808 32,895
Professional fees (7,527) 57,347 111,243 91,604
Rent 12,391 13,793 35,139 32,026
Stock-based compensation - - 18,286 -
Telephone and communications 4,358 969 12,918 11,961
Travel, promotion and marketing                  425                (238)                  644             10,452

(113,220) (141,584) (453,246) (384,779)

Loss  for the period (51,062) (2,095) (314,204) (27,128)

Deficit, beginning of period      (6,189,866)      (5,836,722)      (5,926,724)      (5,811,689)

Deficit, end of period $ (6,240,928) $ (5,838,817) $ (6,240,928) $ (5,838,817)

Basic and diluted loss per common share $ (0.00) $ (0.00) $ (0.01) $ (0.00)

Weighted average number of common shares
outstanding 26,519,641 14,155,671 21,437,254 13,984,716

The accompanying notes are an integral part of these financial statements.



CINEMA INTERNET NETWORKS INC.
STATEMENTS OF CASH FLOWS
(Expressed in U.S. dollars)
(Unaudited Ð Prepared by Management)

Three Month
Period Ended

April 30,
 2007

Three Month
Period Ended

April 30,
 2006

Nine Month
Period Ended

April 30,
 2007

Nine Month
Period Ended

April 30,
 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the period $ (51,062) $ (2,095) $ (314,204) $ (27,128)
Items not affecting cash:

Amortization 4,709 6,218 13,623 21,213
Accrued interest 1,327 10,933 9,076 28,883
Bad debts 8,283 (13,296) 25,319 (13,296)
Stock-based compensation - - 18,286 -

Changes in non-cash working capital items:
Decrease (increase) in accounts receivable (1,426) 8,921 (7,816) 37,364
Increase in damages claim receivable (52,706) - (52,706) -
(Increase) decrease in prepaid expenses (82,490) - (87,810) 7,026
Increase (decrease) in accounts payable and accrued

liabilities (8,179) 40,999 147,856 30,601
Increase (decrease)  in customer deposits                    -               18,302                    -             (46,584)

Net cash provided by (used in) operating activities         (181,544)             69,982         (248,376)             38,079

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds on disposal of equipment - 9,671 - 9,671
Purchase of equipment             (3,429)                    -               (3,429)                (745)

Net cash provided by (used in) investing activities             (3,429)               9,671             (3,429)               8,926

CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of capital stock, net of issue costs 230,289 - 263,289 -
Notes payable - - 31,923 -
Repayment of notes payable and accrued interest (4,447) (38,896) (5,533) (65,432)
Repayment of capital lease             (4,152)              (3,659)             (4,152)              (7,281)

Net cash provided by (used in) financing activities           221,690           (42,555))           285,527           (72,713)

Change in cash during the period 36,717 37,098 33,722 (25,708)

Cash, beginning of period             (3,143)             (1,586)                (148)             61,220

Cash (cheques issued in excess of funds on deposit), end
of period $ 33,574 $ 35,512 $ 33,574 $ 35,512

Supplemental disclosure with respect to cash flows (Note 12)

The accompanying notes are an integral part of these financial statements.



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)
(Unaudited Ð Prepared by Management)
APRIL 30, 2007
                                                                                                                                                                                                                  

1. NATURE AND CONTINUANCE OF OPERATIONS

Cinema Internet Networks Inc. (the ÒCompanyÓ) is primarily engaged in the sales and installation of broadband, high
speed internet services to the hospitality industry and other commercial customers.

These financial statements have been prepared in accordance with Canadian generally accepted accounting principles
with the assumption that the Company will be able to realize its assets and discharge its liabilities in the normal course
of business rather than through a process of forced liquidation.  However, the Company has incurred significant
operating losses in the periods ended April 30, 2007 and 2006, has a working capital deficiency as at April 30, 2007 and
July 31, 2006 and has defaulted on its notes payable and its capital lease obligation.  Continued operations of the
Company are dependent on the Company's ability to receive continued financial support, complete public equity
financing, or generate profitable operations in the future. The financial statements do not include adjustments to amounts
and classifications of assets and liabilities that might be necessary should the Company be unable to continue operations.

April 30,
2007

July 31,
2006

Working capital (deficiency) $ (589,003) $ (712,379)
Deficit (6,240,928) (5,926,724)

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of estimates

The preparation of financial statements in accordance with Canadian generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amount of assets and liabilities and the
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amount of revenues
and expenses during the year.  Actual results could differ from these estimates.

Equipment

Equipment is recorded at cost.  Amortization is recorded using the declining balance basis at rates of 20% to 30% per
annum.

Investment

The investment is carried at the lower of cost or estimated realizable value.



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)
(Unaudited Ð Prepared by Management)
APRIL 30, 2007
                                                                                                                                                                                                                  

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  (contÕdÉ)

Foreign currency translation

The Company uses the U.S. dollar as its reporting currency as the majority of its operations are to U.S. based customers.

The CompanyÕs Canadian dollar denominated monetary items are translated into U.S. dollars at the rate of exchange
in effect at the balance sheet date.  Non-monetary items are translated at the exchange rate in effect on the date of the
transactions.  Revenues and expenses are translated at the rates approximating those in effect at the date of the
transaction.  Foreign currency transaction gains and losses are included in determining loss for the year.

Revenue recognition

Revenue for the sale and installation of equipment is recognized when the title passes and the system is installed and
operational.  Revenue from the sale of services is recognized when the services are provided. Amounts received relating
to future periods are recorded as customer deposits and are recognized when the services are provided.

Income taxes

Income taxes are recorded using the asset and liability method.  Under the asset and liability method, future tax assets
and liabilities are recognized for the future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax bases.  Future tax assets and liabilities are
measured using the enacted or substantively enacted tax rates expected to apply when the asset is realized or the liability
settled.  The effect on future tax assets and liabilities of a change in tax rates is recognized in income in the period that
substantive enactment or enactment occurs.  To the extent that the Company does not consider it more likely than not
that a future tax asset will be recovered, it provides a valuation allowance against the excess.

Stock-based compensation

The fair value of stock options granted is determined using the Black-Scholes option pricing model and is recorded as
stock-based compensation expense.

Loss per share

The Company uses the treasury stock method to compute the dilutive effect of options, warrants and similar instruments.
Under this method the dilutive effect on loss per share is recognized on the use of the proceeds that could be obtained
upon exercise of options, warrants and similar instruments.  It assumes that the proceeds would be used to purchase
common shares at the average market price during the period.  For the years presented this calculation proved to be anti-
dilutive.

Basic loss per share is calculated using the weighted average number of common shares outstanding during the year.



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)
(Unaudited Ð Prepared by Management)
APRIL 30, 2007
                                                                                                                                                                                                                  

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  (contÕdÉ)

Comparative figures

Certain comparative figures have been reclassified to conform with the current yearÕs presentation.

3. INVESTMENT

On December 29, 2006, the Company entered into a share purchase agreement to acquire a 51% interest in 3One
Systems US Inc. (Ò3OneÓ), a private Washington State corporation in exchange for 2,000,000 shares (issued) and
CDN$500,000 in accordance with the following schedule:

Tranche # 1 2,000,000 shares Issued January 26, 2007
Tranche # 2 to 4 CDN$100,000 each by May 31, 2007
Tranche # 5 CDN$200,000 by May 31, 2007

The 2,000,000 shares representing tranche # 1 were valued at CDN$0.05, being the quoted market value of the
CompanyÕs shares as of the date of the agreement, or $86,170 (CDN$100,000) (Note 7). On April 30, 2007, the
Company announced that the transaction was not completed, and accordingly, the acquisition previously recorded was
reversed. The 2,000,000 shares representing tranche # 1 are currently being held by the CompanyÕs legal counsel and
will be returned to treasury.

4. EQUIPMENT

April 30,
2007

July 31,
2006

Cost
Accumulated
Amortization

Net Book
Value Cost

Accumulated
Amortization

Net Book
Value

Office equipment $ 9,019 $ 4,796 $ 4,223 $ 8,834 $ 4,072 $ 4,762
Computer equipment 22,100 14,778 7,322 19,255 13,203 6,052
Hotel equipment          140,705          101,432            39,273          140,306            90,108            50,198

$ 171,824 $ 121,006 $ 50,818 $ 168,395 $ 107,383 $ 61,012

Included in hotel equipment is $50,000 (July 31, 2006 - $50,000) of equipment under capital lease, with a net book value
of $11,538 (July 31, 2006 - $14,577).  Amortization of assets under capital lease is combined with total amortization.



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)
(Unaudited Ð Prepared by Management)
April 30, 2007
                                                                                                                                                                                                                  

5. NOTES PAYABLE

April 30, 2007 July 31, 2006
(audited)

Note payable including interest, due to a director, bearing interest at 12% per
annum, secured by hotel equipment and service contracts, repayable in an
instalment of $60,000 on August 15, 2005 then in annual instalments of
$60,000 commencing May 1, 2006.  The instalment due on August 15, 2005
was not paid (settled for shares on March 15, 2006), nor was the instalment
due on May 1, 2006 (settled for shares January 26, 2007)  and consequently,
the Company is in default on the note payable giving the note holder the right
to demand immediate repayment of the entire note.                 68,110               148,614

68,110 148,614
Current portion               (68,110)             (148,614)

$ - $ -

6. OBLIGATION UNDER CAPITAL LEASE

April 30 ,2007 July 31, 2006
(audited)

Lease payable bearing interest at 12% per annum, repayable in monthly
instalments of $4,152 including interest, secured by leased hotel
equipment and guaranteed by a director of the Company.  During fiscal
2004, the Company defaulted on the lease. Estimated minimum lease
payments to maturity are $45,667 including interest, plus penalty.

$ 45,667 $ 49,819



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)
(Unaudited Ð Prepared by Management)
APRIL 30, 2007
                                                                                                                                                                                                                  

7. CAPITAL STOCK AND CONTRIBUTED SURPLUS

Number
of Shares

Capital
Stock

Contributed
Surplus

Authorized
Unlimited number of common shares without par value
2,500,000cumulative 12% dividends, convertible, non-

voting, non-participating Series A preferred
shares

2,500,000cumulative 12% dividends, convertible, non-
voting, non-participating Series B preferred
shares

2,500,000cumulative, convertible, non-voting, non-
participating Series C preferred shares

2,500,000cumulative, convertible, non-voting, non-
participating Series D preferred shares

Common shares issued

As at July 31, 2005 13,902,026 4,968,469 33,240
Shares issued for debt settlement        4,761,668           273,648                    -   

As at July 31, 2006 18,663,694 $ 5,242,117 $ 33,240
Issued pursuant to private placement 6,085,000 265,487 -
Issued to acquire interest in 3One Systems US Inc. 2,000,000 86,170 -
Cancellation of 3One Systems US Inc. transaction (2,000,000) (86,170) -
Stock-based compensation Ð options granted -   -   18,286
Exercise of stock options 210,000 21,140 (1,943)
Shares issued for debt settlement 3,435,688 145,811 -   
Less share issue costs                    -              (21,395)                    -   

As at April 30, 2007 28,394,382 $ 5,653,160 $ 49,583

During the period ended April 30, 2007, the Company issued 3,435,688 shares to settle debts of $145,811. Included in
the settlement were 2,932,552 common shares issued for a debt of $124,458 owed to two directors. The Company also
issued 2,000,000 shares pursuant to its an agreement entered into on December 29, 2006 to acquire a 51% interest in
3One Systems US Inc. (Note 3). The acquisition did not proceed and the shares will be returned to treasury.

During the period, the Company also closed a non-brokered private placement of 6,000,000 units at a price of C$0.05
per unit, each unit consisting of one common share and one warrant to purchase one additional common share at a price
of C$0.10 for a period of two years. Terms also included the issuance of 85,000 finders shares valued at $3,660 and the
payment of $17,735 in finders fees.

During fiscal 2006, the Company issued 4,761,668 common shares to settle debts of $273,648.  Included in the
settlement were 3,298,203 common shares issued for a debt of $170,858 owed to a director.



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)
(Unaudited Ð Prepared by Management)
APRIL 30, 2007
                                                                                                                                                                                                                  

8. STOCK OPTIONS AND WARRANTS

The Company has a stock option plan whereby, from time to time, at the discretion of the Board of Directors, stock
options are granted to directors, officers, employees and certain consultants.  The exercise price of each option is based
on the market price of the CompanyÕs common stock at the date of grant less an applicable discount.  The options can
be granted for a maximum term of 5 years.

Stock option transactions are summarized as follows:

Stock Options

Number

Weighted
Average
Exercise

Price

Outstanding, July 31, 2006 307,897 CDN$ 0.10

Options exercised (210,000) CDN$ 0.10
Options expired (97,897) CDN$ 0.10
Granted at CDN$0.05 120,000 CDN$ 0.05
Granted at CDN $0.10 690,000 CDN$ 0.10
Granted at CDN $0.15           120,000 CDN$ 0.15

Outstanding, April 30, 2007 930,000 CDN$ 0.10

Number currently exercisable 930,000 CDN$ 0.10

At April 30, 2007, incentive stock options were outstanding enabling the holders to acquire the following number of
shares:

Number
of Shares

Exercise
Price Expiry Date

570,000 CDN $   0.10 September 15, 2008

360,000
CDN $   0.05 -

$0.15 December 22, 2008

930,000



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)
(Unaudited Ð Prepared by Management)
APRIL 30, 2007
                                                                                                                                                                                                                  

8. STOCK OPTIONS AND WARRANTS, ContÕd

At April 30, 2007, share purchase warrants were outstanding enabling the holders to acquire the following number of
shares:

Nine months ended
April 30, 2007

Year ended
July 31, 2006

(audited)

Number of
Warrants

Weighted
Average
Exercise

Price
Number of
Warrants

Weighted
Average

Exercise Price

Warrants exercisable, beginning of period - 1,000,000 CDN $0.20

Expired - (1,000,000) CDN $0.20
Issued (expiring February 23, 2009) 6,000,000 CDN $0.10

Warrants exercisable, end of period 6,000,000 CDN $0.10 $                -

Stock-based compensation

The Company granted 360,000 stock options to consultants on December 22, 2006. Accordingly, using the Black-
Scholes option pricing model, the stock options are recorded at fair value in the statement of operations.  Total stock-
based compensation recognized in the statement of operations was $10,323 and the weighted average fair value was
$0.03.  The amount was also recorded as contributed surplus on the balance sheet.

The Company granted 570,000 stock options to consultants and directors on September 15, 2006. Accordingly, using
the Black-Scholes option pricing model, the stock options are recorded at fair value in the statement of operations.  Total
stock-based compensation recognized in the statement of operations was $7,963 and the weighted average fair value was
$0.02.  The amount was also recorded as contributed surplus on the balance sheet.

The following weighted average assumptions were used for the Black-Scholes valuation of stock options granted:

Granted
December 22,

2006

Granted
September 15,

2006

Risk-free interest rate 3.97% 4.33%
Expected life of options 2 years 2 years
Annualized volatility 183.93% 147.82%
Dividend rate 0.00% 0.00%



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)
(Unaudited Ð Prepared by Management)
APRIL 30, 2007
                                                                                                                                                                                                                  

9. RELATED PARTY TRANSACTIONS

The Company entered into the following transactions with directors, an officer and a company with a common director
during the period ended April 30:

2007 2006

Management fees $ 45,000 $ 45,000
Interest expense 9,076 29,575
Consulting fees 35,546 38,389
Debts settled for issuance of shares $ 124,458 $ -

Included in accounts payable and accrued liabilities at April 30, 2007 is $52,549 (July 31, 2006 - $69,932) owing to
directors, an officer, and a company with a director in common.

These transactions were in the normal course of operations and were measured at the exchange amount, which is the
amount of consideration established and agreed to by the related parties.



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)
(Unaudited Ð Prepared by Management)
APRIL 30, 2007
                                                                                                                                                                                                                  

10. INCOME TAXES

A reconciliation of income taxes at statutory rates with the reported taxes is as follows:

April 30,
2007

April 30,
2006

Income (loss) for the period $ (314,204) $ (27,128)

Expected income tax (recovery) $ (106,830) $ (9,495)
Non deductible items 10,850 7,425
Unrecognized benefits of (utilization of) non-capital losses              95,980                 2,070

Total income taxes (recovery) $ -   $ -   

The tax effects of temporary differences that give rise to significant components of future income tax assets and liabilities
are as follows:

April 30,
2007

July 31,
2006

Future income tax assets
Non capital losses available for future periods $ 560,589 $ 464,609
Equipment 281,000 276,537
Other item                     -                       -   

Gross future income tax assets 841,589 741,146

Valuation allowance           (841,589)           (741,146)

Net future income tax assets $ -   $ -   

The Company has incurred non-capital losses of approximately $1,773,000 which, if unutilized, will expire through
2027.  Future tax benefits which may arise as a result of these losses and other tax assets have not been recognized in
these financial statements and have been offset by a valuation allowance.



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)
(Unaudited Ð Prepared by Management)
April 30, 2007
                                                                                                                                                                                                                  

11. SEGMENTED INFORMATION

The Company conducts substantially all of its operations in one business segment, being the contract sales and
installation and maintenance of broadband, high speed internet services to the hospitality industry and other commercial
customers. The Company operates in the following geographical areas:

2007 2006

Revenue (nine months ended April 30)
Canada $ 91,759 $ 277,703
United States 229,781 507,022
Bahamas              15,274                9,850

$ 336,814 $ 794,575
Equipment: (as at January 31 and July 31)

Canada $ 24,859 $ 27,519
United States 15,946 26,568
Bahamas              10,013                6,925

$ 50,818 $ 61,012

12. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS

2007 2006

Cash paid during the period for interest $ 5,533 $ 25,190

Cash paid during the period for income taxes $ - $ -   

During the period ended April 30, 2007, the Company issued 3,435,688 shares to settle debts of $145,811. Included in
the settlement were 2,932,552 common shares issued for a debt of $124,458 owed to two directors.

13. FINANCIAL INSTRUMENTS

The Company's financial instruments consist of cash, accounts receivable, investments, accounts payable and accrued
liabilities, customer deposits, notes payable and obligation under capital lease.  Unless otherwise noted, it is
management's opinion that the Company is not exposed to significant interest risks arising from these financial
instruments.  The fair value of these financial instruments approximates their carrying values, unless otherwise noted.



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)
(Unaudited Ð Prepared by Management)
APRIL 30, 2007
                                                                                                                                                                                                                  

13. FINANCIAL INSTRUMENTS (contÕdÉ)

The Company is exposed to credit risk only with respect to uncertainties as to the timing and amount of collectibility
of accounts receivable.  The Company mitigates credit risk through standard credit and reference checks.  The Company
is also exposed to financial risk arising from fluctuations in foreign exchange rates and the degree of volatility of these
rates.  The Company does not use derivative instruments to reduce its exposure to foreign currency risk.

14. COMMITMENTS AND CONTINGENCY

Statement of claim

The Company filed a statement of claim against three former employees involved with the operations of the Company
claiming breach of duties, appropriation of Company assets and other matters. During the period, the Company received
judgment in its lawsuit against three former employees of the Company and their company, Highspeed Systems
Corporation (the ÒDefendantsÓ). The Court found the Defendants jointly and severally liable for their actions. The
Company was awarded damages and special costs totalling $52,706 (C$58,818), together with the return of 920,000
shares of the Company held by the Defendants.

Management agreements

The Company entered into two management agreements with directors of the Company. The Company is required to
pay $5,000 and CDN$5,000 per month commencing July 1, 2006 for a term of five years.  In the event there is an
acquisition of control of more than 20% of all the issued capital of the Company, each agreement can be terminated at
the option of the director and the Company is required to pay compensation of $120,000 and CDN$120,000,
respectively.

15. SUBSEQUENT EVENTS

Subsequent to April 30, 2007, the Company:

a) Redefined its relationship with 3One Systems US Inc. (Ò3OneÓ) agreeing to cancel its investment in 3One and return
2,000,000 previously issued shares to treasury (Note 3). Cash payments of $85,149 (C$100,000) to 3One, included
in prepaid expense, will be applied to purchase commercial equipment inventory.

b) Granted 1,710,000 stock options on May 31, 2007 at a price of $0.10 for a period of two years.


