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NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL
STATEMENTS

UnderNationallnstrument1-102,Part4, subsectior.3(3)(a),if anauditorhasnot performeda reviewof
the interim Pnancial statementsthey must be accompaniecby a notice indicating that the Pnancial
statements have not been reviewed by an auditor.

The accompanyinginauditedinterim Pnancialstatement®f the companyhavebeenpreparedby and are
the responsibilityof the companyOmanagemeniThe companyOsdependenauditorhasnot performeda
review of thesebnancialstatementsn accordancevith the standardestablishedy the Canadiarnstitute
of Chartered Accountants for a review of interimahcial statements by an entityOs auditor.



CINEMA INTERNET NETWORKS
BALANCE SHEETS
(Expressed in U.S. dollars)

INC.

(Unaudited B Prepared by Management)

ASSETS
Current

Cash $

Accounts receivable

Prepaid expenses
Equipment (Note 4)

$

LIABILITIES AND
SHAREHOLDERSO
DEFICIENCY
Current

Chequesissuedin excessof = $
funds on deposit

Accountspayableandaccrued
liabilities

Customer deposits

Current portion of notes
payable (Note 5)

Obligationundercapitallease
(Note 6)

ShareholdersO deficiency
Capital stock (Note 7)
Obligation to issue shares

(Note 15)

Contributed surplus (Note 7)
Deficit

$

2,300
36,740
9.186

48,226

s
\l
[m
an
N}

95,778

740,270

9,065
53,836

~

2,661

848,838

5,609,820
129,510

99,957
(6,592,347

(753,069

95,778

October 31, 2007

July 31, 2007
(audited)

30,424
31,845
667

62,936

$ 110,151

680,856

9,065
26,171

5,667

— s

61,759

— L

5,609,820
129,510

99,957
(6,490,895

(651,609

$ 110,151



Nature and continuance of operationgNote 1)
Commitments and contingency(Note 16)
Subsequent event¢Note 18)

On behalf of the
Board:

[ Bill Massey Director [Moez Manjj 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 B Prepared by Management)

THREE MONTHS ENDED OCTOBER 31

2007 2006

REVENUES $ 74,500 $ 103,355
DIRECT (57,159 (20,749
COSTS
G R O S S 17,348 32,613
PROFIT
GENERAL AND
ADMINISTRAT
IVE EXPENSES

Amortization 3,748 4,457
of equipment

Bad debts - 5,282
(recovery)

Bank charges 1,184 1,500
and interest

Consulting 41,835 35,456
fees

Filing and 1,072 445
transfer agent fees

Foreign 2,809 2,575
exchange

Interest on 1,438 1,569
capital lease
obligation

Interest on - 3,849
notes payable

Investor 22,615 -
relations

M anagement 15,000 15,000
fees

Office and 4,231 3,927
miscellaneous

Professional 9,396 4,000
fees

Rent 12,462 11,699

Stock-based - 7,963
compensation

Telephone and 1,970 4,352
communications

Travel, 1,040 -

promotion and
marketing



Net loss for the
period

Deficit,
beginning of
period

Deficit, end of
period

B asic and
diluted loss per
common share

Weighted
average number
of common
shares
outstanding

(101,452)

(6:490.895

$(6,592,347)

$ (0.00)

27,474,382

(69,461)

(2.926.724)

$(5,996,185)

$ (0.01)

18,663,694

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 B Prepared by Management)
THREE MONTHS ENDED OCTOBER 31

CASH FLOWS
F R O M
OPERATING
ACTIVITIES

Netlossfor the
year

Iltems not
affecting cash:

Amortization
Accrued
interest
Bad debts
Stock-based
compensation

Changes in
non-cashworking
capital items:

Accounts
receivable
Prepaid
expenses
Accounts
payable
and
accrued
liabiliti
es

Net cash used
in operating
activities

CASH FLOWS
F R O M
INVESTING
ACTIVITIES
Purchase of
equipment

Net cash
providedby (used
in) investing
activities

2007

$ (101,452)

3,748

(4,895)

(8,519)

(51.703)

(4,085)

(4,085)

2006

$ (69,461)

4,457
3,849

5,282
7,963

7,212

(7,980)

|
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CASH FLOWS
F R O M
FINANCING
ACTIVITIES
Proceeds from 27,664
notes payable
Repayment of -
notes payableand
accrued interest

Net ~cash 27,664
providedby (used
in) financing
activities

Change in cash (28,124)
during the
period

Cash (cheques
issued in excess
of funds on

deposit),
beginning of
period 30,424

Cash, end of
period $ 2,300

Supplemental disclosure with respect to cash flow®ote 12)

(863)

(865)

6,956

(148)

6,808

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 B Prepared by Management)
OCTOBER 31, 2007

1. NATURE AND CONTINUANCE OF OPERATIONS

CinemalnternetNetworksinc. (the OCompany@ primarily engagedn the salesandinstallation
of broadbandhigh speedinternet servicesto the hospitality industry and other commercial
customers.

Thesefinancial statementshave beenpreparedin accordancevith Canadiangenerallyacceptec
accountingprincipleswith the assumptiorthatthe Companywill be ableto realizeits assetsand
dischargeits liabilities in the normal courseof businesgatherthanthrougha processof forced
liquidation. However,the Companyhasincurredsignificantoperatinglossesin the yearsended
July 31, 2007 and 2006, as well asthe period endedOctober31, 2007, hasa working capital

deficiency as at October31, 2007 and July 31, 2007 and has defaultedon its capital lease
obligation. Continuedoperationsof the Companyare dependenbn the Company'sability to

receive continued financial support, complete public equity financing, or generateprofitable
operationsin the future. The financial statementglo not include adjustmentgo amountsand
classificationsof assetsaandliabilities that might be necessarghouldthe Companybe unableto

continue operations.

October 31, July 31,
2007 2007
(audited)
Working capital deficiency $ (800,612) $ (698,823)
Deficit (6,592,347) (6,490,895)
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Use of estimates

The preparatiorof financial statementén accordancavith Canadiargenerallyacceptediccounting
principles requires managemento make estimatesand assumptionsthat affect the reported
amountsof assetandliabilities andthe disclosureof contingentassetsandliabilities at the date
of the financial statementsand the reportedamountsof revenuesand expensesluring the year.
Accounts specifically requiring the use of managementUxest estimatesand assumptionsin
determining carrying values are accountsreceivable,equipment,accountspayableand accrued
liabilities, notespayable,obligation under capital leaseand future income taxes.Actual results
could differ from these estimates.

Equipment

Equipments recordedat cost. Amortizationis recordedusingthe decliningbalancebasisat rates
of 20% to 30% per annum.



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)

(Unaudited B Prepared by Management)
OCTOBER 31, 2007

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contOdE)

Foreign currency translation

The Companyusesthe U.S. dollar asits reportingcurrencyasthe majority of its operationsareto
U.S. based customers.

The CompanyO€anadiardollar denominatednonetaryitems aretranslatednto U.S. dollars at
the rateof exchangen effectat the balancesheetdate. Non-monetanjtems aretranslatecat the
exchangeatein effecton the dateof the transaction. Revenuesindexpensesgretranslatedat the
ratesapproximatingthosein effect at the dateof the transaction. Foreigncurrencytransaction
gains and losses are included in determining loss for the year.

Revenue recognition

Revenuefor the saleand installation of equipmentis recognizedwhenthe title passesandthe
systemis installedand operational. Revenuefrom the sale of servicesis recognizedwvhenthe
servicesare provided. Amounts receivedrelating to future periods are recordedas customer
deposits and are recognized when the services are provided.

Income taxes

Incometaxesare recordedusing the assetand liability method. Underthe assetand liability
method,future tax assetandliabilities arerecognizedor the future tax consequencesttributable
to differencesbhetweenthe financial statementarryingamountsof existing assetsand liabilities
andtheir respectivaax basis. Futuretax assetaandliabilities aremeasuredising the enactecr
substantivelyenactedax ratesexpectedo apply whenthe asseis realizedor the liability settled.
The effect on future tax assets and liabilities of a change in tax rates is recognized in incon
periodthat enactmenbr substantiveenactmenbccurs. To the extentthatthe Companydoesnot
considerit morelikely thannot that a future tax assetwill be recoveredit providesa valuation
allowance against the excess.

Stock-based compensation
The fair value of stock options grantedis determinedusing the Black-Scholesoption pricing

model and is recorded as stock-based compensation expense.

Loss per share



The Companyusesthe treasurystock methodto computethe dilutive effectof options,warrants
andsimilar instruments. Underthis methodthe dilutive effecton loss pershareis recognizecn
the use of the proceedshat could be obtainedupon exerciseof options, warrantsand similar
instruments. It assumeghat the proceedswould be usedto purchasecommonsharesat the

averaganarketpriceduringthe period. For theyearspresentedthis calculationprovedto be anti-
dilutive.

Basic loss per shareis calculatedusing the weighted averagenumber of common shares
outstanding during the year.



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)

(Unaudited B Prepared by Management)
OCTOBER 31, 2007

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (contOdE)

Adoption of new accounting recommendations

Effective Decemberl, 2006, the Company adopted The Canadian Institute of Chartered
Accountants (OCICAO)Handbook Section 1530, Comprehensivelncome, CICA Handbook
Section 3855 (OSection 38550), Financial Instruments D Recognition and Measurement,
HandbookSection3865, Hedges. Thesenew standardsontaincomprehensiveequirementsor

therecognitionandmeasuremertdf financialinstrumentsthe treatmenbf financingcostsandthe

application of hedge accounting. CICA Handbook Section 1530 also introduces a new con
of equity referredto ascomprehensivencome. The adoptionof the newstandard$iadno impact
on the financial statements for the period ended October 31, 2007.

30ONE SYSTEMS US INC. TRANSACTION

On December29, 2006, the Companyenterednto a sharepurchaseagreemento acquirea 51%
interestin 30neSystemsUS Inc. (O30neOy, private WashingtonStatecorporationin exchange
for 2,000,000 common shares (issued) and CDN$500,000 (CDN$100,000 paid).

The 2,000,000commonshareswverevaluedat CDN$0.05,beingthe quotedmarketvalue of the
CompanyOsharesas of the dateof the agreementor $86,170(CDN$100,000) The transaction
was not completed,and pursuantto a Terminationand RedemptionAgreementdatedMay 23,
2007, the transactionwas terminatedand the 2,000,000common shareswere returnedto the
Company and were held in treasury.

EQUIPMENT

July 31,
October 2007

31, 2007 (audited)

Accumulat Net Book Accumulat Net Book

Cost ed Value Cost ed Value
Amortizati Amortizati
on on

Office|$ $ $ $ $ $
equipment

9,019 5,243 3,776 9,019 5,043 3,976

Computer
equipment 22,100 15,943 6,157 22,100 15,445 6,655
Hotel

equipment 145,985 108,366
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$

177,104

$

129,552

$ $

47,552 173,020

$ $

125,805 47,215

Includedin hotelequipmenis $50,000(2006- $50,000)of equipmentundercapitalleasewith a
netbookvalueof $9,439(July 31, 2007- $10,204). Amortizationof assetsindercapitalleaseis
combined with total amortization.

CINEMA INTERNET NETWORKS INC.

NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)
(Unaudited B Prepared by Management)

OCTOBER 31, 2007

5. NOTES PAYABLE

Notes payable, non-
interest bearing,
unsecurecnddueon
demand

Note payable including

interest, due to a

director, bearinginterest

at 12% per annum,

secured by hotel

equipment and service

contracts, repayable in

annua instalments of

$60,000
Lessamountssettled
for treasury shares
Lessamountssettled
under obligation to
issue shares (Note
15)

Current portion

$

October 31, 2007

53,836 $

53,836

(53.836

- $

July 31, 2007 (audited)

26,171

236,744
(115,970)

(120,774)

26,171

(26,173



6.

Lease payable bearing

interestat 12% per annum,
repayable in monthly

instalments of $4,152

including interest, secured
by leasedhotel equipment
andguaranteetby a director
of the Company. During

fiscal 2004, the Company
defaulted on the lease.

Estimated minimum lease
paymentsto maturity are
$45,667 including interest,
plus penalty.

$

45,667

OBLIGATION UNDER CAPITAL LEASE

October 31, 2007

$

45,667

July 31 2007
(audited)



CINEMUs ENMEERMNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)

(Unaudited B Prepared by Management)
OCTOBER 31, 2007

7. CAPITAL STOCK AND CONTRIBUTED SURPLUS
Number Capital Contributed
of Shares Stock Surplus
Authorized

Unlimited number of
common shares
without par value

2,500,000 cumulative 12%
dividends,
convertible,
non-

voting, non-
participating
Series A
preferred

shares

2,500,000 cumulative 12%
dividends,
convertible,
non-

voting, non-
participating
Series B
preferred

shares

2,500,000 cumulative,
convertible,
non-voting,
non-

participating
Series C
preferred shares

2,500,000 cumulative,
convertible,
non-voting,
non-

participating
Series D
preferred shares

Common shares
issued

As at July 31, 18,663,694 $ 5,242,117 $ 33,240
2006
|l ssued 6,085,000 265,487 -
pursuantto private
placement



Issued to 2,000,000 86,170 -
acquire interest in
30ne
Redemption (2,000,000) (86,170) -
of 30ne shares
Stock-based - - 68,660
compensation b
options granted
Exercise of 210,000 21,140 (1,943)
stock options
Sharesssued 3,435,688 145,811 -
for debt settlement
2,000,000 86,170 -
Redistribution of
redeemedsharesfor
debt settlement
Less share - (21,395) -
issue costs
30,394,382 5,739,330 99,957
Shares held (2,920,000 (129,510) -
in treasury (Note _)
As atJuly 31and 27,474,382 $ 5,609,820 99,957

October 31, 2007

a)

b)

During the yearendedJuly 31, 2007,the Companyissued3,435,688commonsharego
settledebtsof $145,811.Includedin the settlementwere2,932,552commonsharesssued
for a debtsof $124,458o0wed to a director and a companywith common director. The
Companyalso issued2,000,000commonsharespursuantto an agreemententeredinto on
December29, 2006 to acquirea 51% interestin 30ne (Note 3). The acquisitiondid not
proceed and the shares were returned pursuant to an agreement dated May 23, 2007.

During the year endedJuly 31, 2007, the Companyalso closed a non-brokeredprivate
placemenbf 6,000,000units at a price of CDN$0.05per unit, eachunit consistingof one
commonshareand onewarrantto purchaseone additionalcommonshareat a price of CDN
$0.10for a periodof two years.Termsalsoincludedthe issuancef 85,000finderOsommon
shares valued at $3,660 and the payment of $17,735 in finderOs fees.

During fiscal 2006, the Companyissued 4,761,668 common sharesto settle debts of
$273,648.Includedin the settlementwere 3,298,203commonsharesissuedfor a debt of
$170,858 owed to a director.

At July 31 and October 31, 2007, the Company held 2,920,000 previously issued
in treasury (Notes 3, 14 and 18).

CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)

(Unaudited B Prepared by Management)
OCTOBER 31, 2007

8. STOCK OPTIONS AND WARRANTS

The Companyhasa stockoption planwhereby from time to time, at the discretionof the Board
of Directors,stock optionsare grantedto directors,officers, employeesand certainconsultants.
Theexerciseorice of eachoptionis basedn the marketprice of the CompanyOsommonstockat
the dateof grantlessanapplicablediscount. The optionscanbe grantedfor a maximumterm of
five years.



Stock option transactions are summarized as follows:

Stock Options

Weighted

Average

Exercise

Number 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
Granted at CDN $0.10 1,710,000 CDN$ 0.10
Outstanding, July 31 and 2,640,000 CDN$ 0.10

October 31, 2007

Number currently exercisable, 2,640,000 CDN$ 0.10

end of period

At October31, 2007,incentivestockoptionswereoutstandingenablingthe holdersto acquirethe
following number of shares:

Number Exercise
of Options Price Expiry Date
570,000 CDN$ 0.10 Septemberl5,
2008
CDN$ 0.05 December 18,
360,000 b 0.15 2008
1,710,000 CDN$ 0.10 May 31, 2009
2,640,000

CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)

(Unaudited B Prepared by Management)
OCTOBER 31, 2007

8. STOCK OPTIONS AND WARRANTS (contOd E)

At October31, 2007, sharepurchasevarrantswvereoutstandingenablingthe holdersto acquirethe



following number of shares:

Three months ended

October 31, 2007 Year ended July 31, 2007
Weighted Average
Exercise Price Weighted Average
Number of Number of Exercise Price
Warrants Warrants
Warrants -
exercisable,
beginning of
period 6,000,000 CDN $0.10
Issued (expiring = - 6,000,000 CDN $0.10
February 23,
2009)
Warrants
exercisable, end of
period 6,000,000 CDN $0.10 6,000,000 CDN $0.10

Stock-based compensation

The Companygranted1,710,000stock optionsto consultantson May 31, 2007. Stock-basec
compensationelatedto the grantwas $50,374with a weightedaveragefair value of $0.03 per
option.

The Companygranted360,000stock optionsto consultantson Decembe2, 2006. Stock-basec
compensationelatedto the grantwas $10,323with a weightedaveragefair value at $0.03 per
option.

The Companygranteds70,000stockoptionsto consultant@anddirectorson Septembel5, 2006.
Stock-basedompensationmelatedto the grantwas $7,963with a weightedaveragefair value of
$0.02 per option.

The following weightedaverageassumptionsvere usedfor the Black-Scholessaluationof stock
options granted:

Granted  Granted December 18, Granted September 15

May 31, 2006 2006

2007
Risk-free interest rate 4.57% 3.97% 4.33%
Expected life of options 2 years 2 years 2 years
Annualized volatility 109.70% 183.93% 147.82%

Dividend rate 0.00% 0.00% 0.00%



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)

(Unaudited B Prepared by Management)
OCTOBER 31, 2007

9. RELATED PARTY TRANSACTIONS

The Companyenteredinto the following transactionswith directors,an officer and a company
with a common director during the three months ended October 31.:

2007 2006
Management fees $ 15,000 $ 15,000
Interest expense $ - $ 3,849
Consulting fees $ 13,806 $ 13,377

Included in accounts payable and accrued liabilities at October 31, 2007 is $58,016 (July <
- $62,764) owing to directors, an officer and a company with a director in common.

Thesetransactionsare in the normal courseof operationsand are measuredat the exchange
amount, which is the amount of consideration established and agreed to by the related par



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)

(Unaudited B Prepared by Management)
OCTOBER 31, 2007

10. INCOME TAXES

The tax effectof temporarydifferencesthat give rise to significantcomponentf future income
tax assetsand liabilities by applying the combinedfederaland provincial income tax rate of
34.12% (2006 B 34.12%) as follows for the three months ended October 31:

Net loss for the period $ (101,452)
Expected income tax (recovery) $ (34,615)
Non-deductible items 1,279
Unrecognized benefits of non- 33,336

capital losses

Total income taxes (recovery) $ -

2007 2006
$  (69,461)
$  (23,615)
4,223
19,392
$ -

The tax effectsof temporarydifferenceghat give rise to significantcomponent®f futureincome

tax assets and liabilities are as follows:

Future income tax assets
Non-capitd losses avalable $ 706,290
for future periods

Equipment 324,085
Gross future income tax assets 1,030,375
Valuation allowance (2,030,37%

Net future income tax assets $ -

October 31, 2007

July 31, 2007
(audited)
$ 672,954
322,806
995,760
(995,760

$ -

The Companyhasincurrednon-capitallossesof approximately$2,071,020which, if unutilized,
will expirethrough2028. Futuretax benefitsthat may ariseasa resultof theselossesandother
tax assetshave not beenrecognizedin thesefinancial statementsand have been offset by a

valuation allowance.






CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)

(Unaudited B Prepared by Management)
OCTOBER 31, 2007

11. SEGMENTED INFORMATION

The Companyconductssubstantiallyall of its operationsin one businesssegment,being the
contractsalesand installationand maintenancef broadbandhigh speedinternetservicesto the
hospitality industry and other commercialcustomers.The Companyoperatesn the following
geographical areas:

2007 2006
Revenue (three months to
October 31)
Canada $ 21,175 $ 27,710
United States 51,750 70,233
Bahamas 1,575 5,412
$ 74,500 $ 103,355
Equipment
Canada $ 24,473 $ 23,173
United States 18,594 19,194
Bahamas 4,485 4,848
$ 47,552 $ 47,215

12. SUPPLEMENTAL DISCLOSURE WITH RESPECT TO CASH FLOWS

Three months ended October 31 2007 2006
Cashpaid during the period for = $ - $ 865

interest

Cashpaid during the periodfor = $ - $ -

income taxes

During the yearendedJuly 31, 2007, the Companyissued3,435,688commonsharego settle
debtsof $145,811Includedin the settlementvere2,932,552commonsharesssuedfor a debtof
$124,4580owedto two directors.The Companyalsoincurredan obligationto issueshareso a
director in settlement of notes payable of $120,774 and accounts payable of $8,736.

13. FINANCIAL INSTRUMENTS

The Company'sfinancial instrumentsconsist of cash, chequesissuedin excessof funds on
deposit,accountsreceivable, accountgpayableand accruediabilities, customerdeposits,notes
payableand obligation undercapitallease. Unlessotherwisenoted,it is management'spinion



that the Companyis not exposedto significant interest risk arising from these financial
instruments. The fair valuesof thesefinancial instrumentsapproximatetheir carrying values,
unless otherwise noted.



CINEMA INTERNET NETWORKS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in U.S. dollars)

(Unaudited B Prepared by Management)
OCTOBER 31, 2007

13.

14.

15.

16.

17.

18.

FINANCIAL INSTRUMENTS (contOdE)

The Companyis exposedo creditrisk only with respectto uncertaintiesasto the timing and
amountof collectibility of accountsreceivable. The Company mitigates credit risk through
standarccreditandreferencechecks. The Companyis alsoexposedo financial risk arisingfrom
fluctuationsin foreign exchangeatesandthe degreeof volatility of theserates. The Company
does not use derivative instruments to reduce its exposure to foreign currency risk.

GAIN ON SETTLEMENT OF LAWSUIT

During theyearendedluly 31, 2007,the Companyreceivedudgmentin its lawsuitagainstthree
former employeesof the Companyand their company, HighspeedSystemsCorporation (the
ODefendantsOThe Company received damagesand special costs totalling $52,706 (CDN
$58,818), togetherwith the return of 920,000 common sharesof the Companyheld by the
Defendants valued at $43,340.

OBLIGATION TO ISSUE SHARES

At July 31 andOctober31, 2007,the Companyhadagreedvith a directorto settlenotespayable
of $120,774andaccountgayableof $8,736owing to the directorby the issuancef sharesThis
has been reflected as obligation to issue shares (Note 18).

COMMITMENTS AND CONTINGENCY

The Companyenterednto managemenagreementsith two directorsof the Company whereby
it is requiredto pay $5,000and CDN$5,000per month commencingluly 1, 2006 for a term of
five years.In the eventthereis anacquisitionof controlof morethan20% of all theissuedcapital
of the Company, each agreement can be terminated at the option of each director and the ¢
is required to pay compensation of $120,000 and CDN$120,000, respectively.
COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the current yearOs preser

SUBSEQUENT EVENTS
Subsequent to October 31, 2007, the Company:

a) Redistributed?,920,000commonsharesheld in treasuryto a directorof the Company
in settlement of the obligation to issue shares (Note 15).

b) Issued3,636,167commonsharego settledebtsof $181,808.Includedin the settlement
were 2,000,800common sharesissuedfor debt of $100,0400wed to a director and a
company with






