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Management’s Discussion and Analysis

For the year ended December 31, 2007

The following management’s discussion and analysis (”MD&A”) of Empirical Inc. (“the
Company”) provides a review of significant events and the results of operations and
financial position for the years ended December 31, 2007 and 2006. This discussion should
be read in conjunction with the Company’s consolidated financial statements and related
notes thereto for the years ended December 31, 2007 and 2006. Information contained in
this MD&A is based on information available to management as of April 18, 2008.

Forward Looking Statements

This MD&A contains certain forward-looking information and statements. Forward-looking
information typically contains statements with words such as “consider”, “anticipate”,
“believe”, “expect”, “plan”, “intend”, “may”, “will”, “likely” or similar words suggesting
future outcomes or statements regarding an outlook for, or future changes in, the
Company’s financial performance, results of operations or other expectations future events
or performance. Although the Company believes that the expectations reflected in these
forward-looking statements are reasonable, readers should not place undue reliance on
forward-looking information and should be aware that forward looking statements are
subject to known and unknown risks, uncertainties and other factors that could cause actual
results, performance or achievements of the Company to differ materially from those
suggested by the forward-looking statements. These factors include but are not limited to,
uncertainty in connection with the Company’s ability to continue as a going concern, the
possible failure of the Company to receive the continued support of its lenders and other
creditors and to obtain additional financing and successfully plan and execute business
improvement strategies that will generate future positive cash flows, restrictions and
covenants contained in the Company’s agreements with its lenders including holders of its
convertible secured debentures and promissory notes, high levels of interest-bearing debt
and resultant debt services costs, downturns in general economic conditions and resulting
changes in client business and marketing budgets, the highly competitive nature of the
marketing services industry including the providers of online marketing services, the greater
resources available to larger and better financed competitors, low barriers to entry for new
competitors, dependence upon a limited number of clients contributing a significant
percentage of revenues, inability to acquire new clients or new assignments from existing
clients, ability to continue to enhance and improve the responsiveness, functionality and
features of its online marketing suite of promotions products and the retention of key
management, sales and marketing and technical personnel.

The above list of factors affecting forward-looking information is not exhaustive, and
reference should be made in the MD&A under “Risk” and “Uncertainties” and in the
Company’s filings with Canadian securities regulatory authorities. The Company undertakes
no obligation, except as required by law, to update publicly or otherwise

Forward looking information, whether as a result of new information, future events or
otherwise, or the above list of factors affecting this information.

Business Overview

Following its acquisition of C3 Online Marketing Inc. (“C3”) on November 10, 2006 Empirical
Inc. (“Empirical”) became a technology enabled marketing solutions company serving
Fortune 2000 companies throughout North America. Working under the simple tenet that
companies/brands should be able to reach their consumers anytime across multiple
channels, the Company has developed a proprietary data analytics and online marketing
engine that delivers multi-channel promotional campaigns, sales channel optimization and
traditional marketing services. This strategic offering will be further enhanced with the
announced MediaMix Marketing Group Inc. (“MediaMix”) merger expected to close in the
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Company’s Market Strategy

Fortune 2000 companies are rapidly moving to interactive and “below-the-line” marketing
channels to supplement their traditional marketing methods. They recognize the need to
develop a one to one strategy with their customers to augment their traditional marketing
approach. The current spend/use deficit in interactive media signifies that this is a trend
that will continue to gain momentum. Large corporations are consolidating the number of
marketing services providers they employ while reassigning a significant portion of their
traditional marketing services spend towards interactive services. This strategy requires
next generation providers to offer full-service solutions that combine interactive marketing
with traditional mediums effectively and efficiently.

The acquisition of C3 Online Marketing and the upcoming acquisition of MediaMix and the
on-going integration with Empirical of both of these companies marks the first phase in the
Company’s plan to become a next generation provider. Combining the three companies
allows the Company to offer C3’s online marketing technology to the large brand names in
Empircal’s portfolio becoming a multi-channel full-service provider and is expected to drive
new revenue from the combined offering. The MediaMix merger will enhance this strategy.

The integrated Company provides its clients with a complete range of marketing solutions
through an integrated sales and marketing, and delivery team. The Company is operated
and managed as a single business and in the opinion of management carries on business in
one operating segment. The Company’s goal is to sell to each of its clients as many of its
services and products as possible. A typical client may draw on several of the Company’s
offerings. The Company has determined that it is not practical to prepare, measure and
provide meaningful profitability information for individual components of its business but
rather as a single business unit.

Financial Statements – Going Concern

The Company’s consolidated financial statements have been prepared in accordance with
generally accepted accounting principles (“GAAP”) applicable to a going concern which
assumes the Company will realize on its assets and satisfy its obligations as they become
due in the normal course of operations. Accordingly, they do not give effect to adjustments
that would be necessary should the Company be unable to continue as a going concern. In
other than the normal course of business, the Company may be required to realize its
assets and liquidate its liabilities and commitments at amounts different from those in the
accompanying consolidated financial statements. The application of the going concern
concept is dependent upon the Company receiving the continued support of its lenders and
other creditors, its ability to secure additional financing and its ability to generate future
positive cash flow. The Company’s losses and working capital deficiency cast substantial
doubt as to the validity of the going concern assumption. However, the Company is
pursuing additional capital resources (and has secured additional debenture financing as
described in ‘Subsequent Events’ of this MD&A); however it is not possible to predict the
extent to which financing efforts shall be successful or if the Company will attain profitable
levels of operations. If the going concern assumption was not appropriate for these
financial statements, adjustments would be necessary in the carrying value of assets and
liabilities, reported income and expenses and in the balance sheet classifications used.

Non- GAAP Measures

The Company’s significant accounting policies are summarized in Note 3 of its annual
audited financial statements for the year ending December 31, 2007. The Company also
utilizes certain non-GAAP measures as indicators of financial performance. Throughout this
MD&A, management uses the term “EBITDA” to refer to earnings before amortization of
property and equipment, amortization of intangible assets, interest including interest on
long-term debt and finance charges, write down of intangible assets, stock-based
compensation and other non-recurring expenses including loss on extinguishment of debt,
provision for loan receivable, loss on sublet of warehouse and office space and severance
costs on termination of executives. The Company cautions that EBITDA is not a recognized



5

EMPIRICAL INC. MANAGEMENT’S DISCUSSION & ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2007

measure under GAAP and that measures adjusted to a basis other than GAAP do not have a
standardized meaning and are unlikely to be comparable to similar measures used by other
companies. EBITDA is presented as a supplemental measure to net income (loss) as
management believes it provides useful information regarding operating performance and is
commonly used by investors, financial analysts and lenders to value the Company and
assess the Company’s ability to service debt. The items required to reconcile between
EBITDA and net income (loss) are amortization of property and equipment, amortization of
intangible assets, interest including interest on long-term debt and finance charges, write
down of intangible assets, stock-based compensation and other non-recurring expenses
including loss on extinguishment of debt, provision for loan receivable, loss on sublet of
warehouse and office space and severance costs on termination of executives.

Critical Accounting Estimates

The preparation of financial statements in conformity with Canadian generally accepted
accounting principles require management to make estimates and assumptions that affect
the amounts reported in the consolidated financial statements and accompanying notes.
Although these estimates are based on management’s best knowledge of current events,
actual results could differ from these estimates.

Intangible assets

The valuation of intangible assets is a critical accounting estimate that requires
management’s judgment and estimates. The Company’s intangible assets are depreciable.
These long-lived assets are assessed by management for recoverability whenever events or
changes in circumstances indicate that their carrying values may not be recoverable in
accordance with CICA Handbook Section 3063. If the fair value is less than their carrying
values, intangible assets are considered impaired and an impairment charge will be
recognized. The fair values of intangible assets are determined from valuation models that
consider such factors as normalized and projected cash flows, cash flow multiples and
discount rates. Management uses its best judgment in estimating fair values in this process.
Imprecision in estimates can affect the valuation of intangibles, which by their nature are
subject to measurement uncertainty.

Stock-based compensation

The Company uses the fair-value method of accounting for its stock-based compensation
expense associated with its stock option plan. Compensation expense is based on the fair
value of stock options at the grant date using the Black-Scholes option-pricing model. The
Black-Scholes model requires estimates of the expected volatility of the Company’s stock, a
risk-free interest rate, expected dividends on the stock and expected life of the option.
Changes in these estimates may result in the actual compensation expense being materially
different from the compensation expense recognized; however this expense is not
subsequently adjusted for changes in these factors.

Outstanding Share Data

At April 18, 2008, an unlimited number of common shares were authorized and 49,728,413
(December 31, 2007- 49,543,913) were outstanding. The Company has convertible secured
debentures and promissory notes outstanding with a face value totaling $8.5 million, which
are convertible into 59,897,465 common shares.

The Company has 5,367,196 (December 31, 2007- 6,452,444) options outstanding to
acquire common shares pursuant to its Option Plan of which 794,533 (December 31, 2007-
2,586,873) were exercisable. In connection with the financing in May 2007, the Company
also issued 6,022,804 common share purchase warrants, exercisable to purchase a total of
6,022,804 common shares at $0.12 of which 2,407,981 (December 31, 2007 - nil) are
exercisable. See Note 12(d) to the Company’s 2007 Consolidated Financial Statements for
further information on share capital.
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Financial Review

Overall Performance for the year ended December 31

2007 2006 2005

Revenue $10,016,789 $10,669,736 $14,533,543

Direct Costs 3,458,634 5,364,828 8,338,780

Gross Profit 6,558,155 5,304,908 6,194,763

SG&A Expenses 7,916,138 7,256,003 6,110,046

EBITDA (loss) (1,357,983) (1,951,095) 84,717

Amortization of property &
equipment 293,422 169,396 170,676

Amortization of intangible assets 1,735,180 297,352 52,250

Interest & transaction charges1,2 1,281,668 577,329 606,237

Other expenses 872,381 1,536,943 -

Write down of intangible assets - 1,312,011 -
Stock-based compensation 385,743 78,259 262,810

Net Loss ($5,926,377) ($5,922,385) ($1,007,256)

EPS (basic and diluted) ($0.12) ($0.23) ($0.05)

Notes
1 Interest & transaction charges includes interest and transaction charges and interest on long-term debt.

2 Interest on long-term debt was $479,650, $224,361 and $134,800 in 2007, 2006 and 2005 respectively.

Selected Information

As at December 31, 2007 2006 2005

Shares outstanding 49,543,913 49,393,913 19,079,969

Total assets $4,327,085 $7,474,987 $6,594,952

Current portion of long-term debts $2,569,296 $302,007 $500,000

Total long-term financial liabilities $4,448,699 $3,774,625 $1,988,446

Summary of three year results

Revenue has declined over the last three years although it remained relatively flat
compared to the prior year. Gross margins have improved significantly each of the last
three years as a direct result of the C3 acquisition in late 2006 which has higher margin
revenue. The improvement in gross margin over the three years was offset by higher SG&A
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expenses which increased as a percentage of revenue over that period. Higher salary costs
and additional operating expenses from the C3 merger primarily added to the increase. The
Company has had an EBITDA loss in each of the last 2 years as a result of lower revenues,
higher SG&A, offset by improved gross margin. Amortization expense for both capital assets
and intangibles has increased over the last three years. Interest expense and finance
charges have increased significantly over this period as the Company is forced to use more
expensive means of financing as well as increase its debt-load to meet its obligations.
Other expenses consist of severance and debt forgiveness as efforts were made to decrease
the expenses of the company. Stock based compensation increased over the last three
years as more options and warrants were granted as compensation in lieu of cash. The net
loss is flat year over year but much higher compared to two years ago as the above are
taken into consideration.

The net assets have declined over the three years due to the increase in debt and mounting
losses.

Revenue

For the year ended December 31, 2007 2006

Canada $ 9,366,471 $10,007,072
United States 650,318 662,664

For the year ended December 31, 2007 2006

Interactive Marketing Services $ 2,911,617 $ 458,188
Traditional Marketing Services 7,105,172 10,211,548

$10,016,789 $10,669,736

Revenue from the provision of interactive marketing services, which the Company did not
provide until late 2006, following the acquisition of C3, represented 29.1% of total revenue
in 2007 compared to 4.3% in 2006. The shift in revenue mix is consistent with the
Company’s strategy to produce revenue growth in channels that deliver higher margins than
those typically realized from the provision of traditional marketing services.

Traditional marketing services revenue generated by the base business was $3.1 million
lower in 2007 compared to 2006. The year over year decrease was attributable to the
following: two one-off promotion programs executed during 2006 that did not recur in 2007,
accounted for approximately $1.0 million of the decline; the loss of a major
telecommunications client in the third quarter of 2006, adversely impacted revenue
comparisons by approximately $0.8 million in 2007; a reduction of $0.5 million in revenue
during 2007 compared to 2006 attributable to a reduction of $0.2 million in spending from
our real estate customer base, and $0.3 million reduction in spending from our
Pharmaceutical sector customer base. The balance of the revenue decline in 2007 was
attributable to other client losses at the end of 2006 and reductions in general spending by
some of our customers. Much of this non-recurring, 2006 traditional marketing services
business was low margin business.

Direct Costs

Direct Costs, which are primarily purchases on behalf of customers and re-invoiced to the
customers with a markup as revenue, decreased by $1.9 million in 2007 compared to 2006,
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due to the loss of low margin business. The reduction in low margin business has resulted
in a higher proportion of reduction in costs against revenue.

Gross Profit

For the year ended December 31, 2007 2006

Interactive Marketing Services $ 2,666,003 $ 382,111
Traditional Marketing Services 3,892,152 4,922,797

$ 6,558,155 $5,304,908
Gross profit – interactive mktg. services 91.6% 83.4%
Gross profit – traditional mktg. services 54.8% 48.2%
Gross profit overall as a % of revenue 65.5% 49.7%

Gross profit in 2007 increased by $1.3 million in 2007 compared to 2006, due to the
inclusion of the Interactive Marketing Services business in 2007. The Online Marketing
Services business was acquired in the fourth quarter of 2006. Also contributing to the
improved gross profit % is the reduction of lower margin business in the Traditional
Marketing Services business, as explained above in Revenue and Direct Costs.

In 2007, gross profit as a percentage of sales was 91.6% on the interactive business
compared to 83.4% in 2006 and represented 40.6% (2006 – 7.2%) of overall gross profit.
Revenues from Interactive Marketing Services generate higher margins than traditional
marketing services but also have higher sales and marketing expenses, which are included
in Selling, Administration and General Expenses. On the traditional marketing services
business, gross profit as a percentage of sales was 54.8% in 2007 compared to 49.2% in
2006, mainly due to a reduction of lower margin business, as explained above in Revenue
and Direct Costs.

In 2007, overall gross profit as a percentage of sales was 65.5% compared to 49.7% in
2006. The increase in overall gross profit is directly attributable to higher margin revenue
year over year from the online marketing services business.

Selling, Administrative and General Expenses (“SG&A”)

SG&A expenses in 2007 of $7,916,138 were higher by $0.7 million compared to 2006 due
to higher SG&A costs for the Interactive Marketing services. The Interactive Marketing
services business was acquired in November 2006.

EBITDA

For 2007, EBITDA loss was ($1,357,983) compared to ($1,951,095) in 2006. In 2007,
gross profit derived from the provision of online marketing services following the acquisition
of C3 on November 10, 2006, was partially offset by the impact of lower revenue and gross
profit from traditional marketing services base business as well as higher SG&A in 2007.
The higher SG&A costs are due to the addition of the online marketing services business.
The Company continues to benefit from the higher margins in the online marketing services
business, following the acquisition of C3 Online Marketing Services in November 2006.

Amortization of Capital Assets

Amortization of capital assets was $293,422 in 2007 compared to $169,396 in 2006.
Amortization of capital assets in 2007 includes amortization on assets for the full year
acquired as part of the online marketing services business in November 2006.

Amortization of Intangible Assets

Amortization of intangible assets was $1,735,180 in 2007 compared to $297,352 in 2006
The higher expense in 2007 reflects the amortization, over a two-year period, of intangible
assets recorded following the acquisition of the online marketing services business in
November 2006.
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Interest and Finance Charges

Interest and Finance Charges including interest on long-term debt arise primarily from
interest charges on the Company’s operating line of credit, bank indebtedness, convertible
secured debentures, promissory notes payable and financing costs.

For the year ended December 31, 2007 2006 2005

Interest on short–term borrowings $220,896 $140,428 $272,656
Financing Costs 378,766 199,128 198,781

Non-cash accretion interest 202,356 13,412 -

802,018 352,968 471,437
Interest on long-term debt 479,650 224,361 134,800

$1,281,668 $577,329 $606,237

In 2007, interest and finance charges, including interest on long-term debt totaled
$1,281,668 compared to $577,329 in 2006. These expenses were comprised of the
following:

(a) Interest on short term borrowings

In 2007, interest expense on short term borrowings (operating line of credit and bank
indebtedness) increased $80,468 compared to 2006. The increase year over year is
largely attributable to the Company replacing on April 10, 2007 its lower cost credit
facility provided by a Chartered Bank with a more costly credit facility provided by
Greenfield Commercial Credit (see Notes 6 and 7 of the audited consolidated financial
statements). The new facility attracts interest at prime plus 8% compared to prime plus
1.75% on the old Bank facility.

(b) Financing costs

In 2007, financing costs increased $179,638 compared to 2006. Effective January 1,
2007, the Company implemented “CICA” Handbook Section 3855, “Financial
Instruments – Recognition and Measurement” and elected to recognize transaction costs
in respect of financial instruments in net income on a prospective basis. Accordingly
during the first quarter of 2007, the Company incurred and charged to net income,
$125,238 in transaction costs related to its new credit facility with Greenfield
Commercial Credit, in the second quarter of 2007, incurred and charged to net income
$163,320 related to the issue of a new $1.7 million convertible secured debenture (See
Note 10 of the Consolidated Financial Statements) and in the fourth quarter of 2007,
incurred and charged to net income $90,208 related to the issue of a $1.1 million
convertible secured debenture. Financing costs in 2006 represented the amortization of
transaction costs incurred in respect of a convertible secured debenture issued by the
Company on September 30, 2005 and which were fully amortized at December 31,
2006.

(c) Accretion interest (non-cash)

In 2007, accretion interest related to the Company’s convertible secured debentures
increased $188,944 compared to 2006. No accretion interest was incurred prior to
November 10, 2006. Throughout 2007, accretion interest was incurred on three
convertible secured debentures with a face value of $3.7 million assumed on November
10, 2006 in connection with the acquisition of the online marketing services business,
subsequent to May 22, 2007, on the newly issued $1.7 million convertible debenture
referred to above, as well as a $500,000 Promissory Note issued in connection with the
same debenture (See Note 9 of the Consolidated Financial Statements) and on
December 27, 2007 on the issued $1.1 million convertible debenture.
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(e) Interest on long-term debt

In 2007 interest on long-term debt increased $255,289 compared to 2006. The increase
is largely attributable to interest on the convertible debentures assumed as part of the
Company’s acquisition of its online marketing services business, on November 10, 2006
as well as interest on other debentures and promissory notes issued throughout the
year.

Other Expenses

During 2007, the Company incurred other expenses of $872,381 made up of $0.5 million
following the amendment on May 22, 2007 of terms of the Company’s convertible debenture
issued to Ontario SME Capital Corporation (See note 10 of the Consolidated Financial
Statements) and $0.4 million of severance costs incurred during the first quarter of 2007 on
the termination of two executives. The amended and restated debenture represented an
extinguishment of the original financial liability. This compares to $1,536,943 of other
expenses in 2006 consisting of the following:

(a) A loss on extinguishment of debt of $0.4 million incurred on November 10, 2006 as
a result of extinguishing, amending and restating two convertible secured
debentures assumed on the acquisition of C3 and the resultant accounting for the
difference between the fair value of the new debt instruments and the carrying
amounts of the original debt instruments.

(b) A charge to earnings during the year of $0.9 million associated with fully providing
against a loan receivable from Automotive Video Productions Inc. (“AVP”) due to a
significant decline in AVP’s business and finances.

(c) A charge to earnings at December 31, 2006 of $0.2 million to recognize the liability
for remaining lease rentals (net of estimated sublease rentals) on a long-term lease
covering excess warehouse space.

Stock-Based Compensation

Total stock-based compensation expense during 2007 was $385,743 including $137,078
related to stock options compared to $78,259 in 2006 and $248,665 (2006 - $nil) related to
the share purchase warrants granted to three employees. Stock-based compensation
expense has increased year over year as a result of the vesting of options issued in July
2006 and January 2007 and compensation expense on the fair-value of warrants of
$248,665.

During 2007, the Company granted 3.6 million stock options (2006- Nil) to a contractor and
two employees. Stock Options are valued using the Black-Scholes option-pricing model.

Net Loss

After the aforementioned items, for the year ended December 31, 2007, the Company
incurred a Net Loss of $5.9 million flat compared to a Net Loss of $5.9 million for the same
period in 2006.
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2007 Quarterly Results (unaudited)
Q1 Q2 Q3 Q4

Revenue $3,111,985 $2,111,055 $2,395,393 $2,398,356
Direct Costs 1,236,339 551,284 498,052 1,172,959
Gross Profit 1,875,646 1,559,771 1,897,341 1,225,397
SG&A Expenses 2,084,220 1,858,824 2,087,493 1,885,601
EBITDA (loss) (208,574) (299,053) (190,152) (660,204)

Amortization of capital assets 64,535 116,722 57,404 54,761
Amortization of intangible assets 433,794 438,490 429,101 433,795
Interest & transaction charges1 277,910 400,783 264,937 338,038
Other expenses 413,629 468,457 - (9,705)
Stock-based compensation 64,194 20,047 48,736 252,766

Net Loss ($1,462,636) ($1,743,552) ($990,330) ($1,729,859)

EPS (basic and diluted) ($0.03) ($0.03) ($0.02) ($0.04)

Notes
1 Interest & transaction charges includes interest and transaction charges and interest on long-term debt.

2006 Quarterly Results (unaudited)
Q1 Q2 Q3 Q4

Revenue $3,145,588 $3,103,650 $1,797,292 2,623,206
Direct Costs 1,760,456 1,754,034 738,190 1,112,148
Gross Profit 1,385,132 1,349,616 1,059,102 1,511,058
SG&A Expenses 1,595,736 1,923,975 1,494,596 2,241,696
EBITDA (loss) (210,604) (574,359) (435,494) (730,638)

Amortization of capital assets 31,300 33,169 49,058 55,869
Amortization of intangible assets 13,062 13,062 13,062 258,166
Interest & transaction charges1 93,455 106,949 93,633 283,292
Other expenses - 400,000 495,868 641,075
Write-down of intangible assets - 457,625 - 854,386
Stock-based compensation - - 23,204 55,055

Net Loss ($348,421) ($1,585,164) ($1,110,319) ($2,878,481)

EPS (basic and diluted) ($0.02) ($0.08) ($0.05) ($0.08)

Notes
1 Interest & transaction charges includes interest and transaction charges and interest on long-term debt.

Comparison of Results for the Quarter Ended December 31, 2007 and December
31, 2006

Revenue

Revenue for the quarter ended December 31, 2007 decreased to $2,398,356 compared to
$2,623,206 in same period of 2006. Revenues contributed by interactive marketing
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services in the fourth quarter of 2007 were flat compared to revenue for the seven-week
period following its acquisition on November 10, 2006. Revenues contributed by traditional
marketing services decreased by $0.3 million in the fourth quarter of 2007 compared to the
same period in 2006.

Direct costs

Direct Costs for the quarter ended December 31, 2007 increased slightly to $1,172,959
from $1,112,148 in the same period of 2006. Due to lower revenues, there was reduced
procurement of incentive rewards and prizing.

Gross profit

Gross profit declined by $285,661 to $1,225,397 for the quarter ended December 31, 2007
compared to $1,511,058 for the same period in 2006. The decline in gross profit was
attributable to flat revenues from the higher margin interactive marketing services and a
decline in revenues from traditional marketing services.

Gross profit as a percentage of revenues in the fourth quarter of 2007 declined to 51.1%
compared to 57.6% in the fourth quarter of 2006 largely due to the mix of revenue
explained above.

Selling, administrative and general expenses

Selling, Administrative and General Expenses decreased for quarter ended December 31,
2007 to $1,885,601 compared to $2,241,696 for the quarter ended December 31, 2006
largely due to cost cutting measures implemented during the quarter.

EBITDA

For the quarter ended December 31, 2007, EBITDA loss declined to ($660,204) from
($730,638) in the same period of 2006 primarily due to the decline in expenses period over
period.

Amortization of capital assets

During the fourth quarter of 2007 amortization of capital assets was $54,761 relatively flat
compared to $55,869 in the same period of 2006.

Amortization of intangible assets

During the fourth quarter of 2007 amortization of intangibles was $433,795 compared to
$258,166 in the same period of 2006. The increase is attributable to amortization of
software acquired in connection with the purchase of C3 on November 10, 2006.

Interest and finance charges

For the quarter ended December 31, 2007, interest and finance charges were $338,038
compared to $283,292 in the same period of 2006, largely the result of higher interest
expense on increased levels of convertible debentures and promissory notes.

Other expenses

During the quarter ended December 31, 2007, the Company incurred other expenses
(income) of ($9,705) related to income from the settlement of accounts payable. This
compared to other expense of $641,075 for the quarter ended December 31, 2006. Other
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expenses in the fourth quarter of 2006 included a loss on extinguishment of debt of
$441,209 and a loss on the sublet of excess warehouse and office space of $185,000.

Write-down of intangible assets

During the fourth quarter of 2006, non-cash write-downs of $854,386 (2007 - $nil) were
required to write-down the carrying value of customer lists to $Nil.

Stock-Based compensation

Stock-Based compensation expense in the fourth quarter of 2007 was $252,766 compared
to $55,055 in the fourth quarter of 2006. The increase primarily relates to stock
compensation on warrants issued during 2007 of $248,665.

Net loss

For the quarter ended December 31, 2007, after the aforementioned items, the Company
incurred a Net loss of $1,729,859 compared to a Net loss of $2,878,481 for the quarter
ended December 31, 2006.

Financial Condition, Liquidity and Capital Resources

As at December 31, 2007 2006

Cash and short term investments $ 479,822 $ 447,818
Other current assets 1,814,802 2,976,988

2,294,624 3,424,806
Property and equipment 542,385 824,925
Intangible assets 1,490,076 3,225,256

$4,327,085 $7,474,987

Line of credit & bank indebtedness $ 651,770 $1,092,847
Other current liabilities 3,528,200 4,518,543
Current portion of long-term debts 2,569,296 302,007

6,749,266 5,913,397

Long-term liabilities 4,448,699 3,774,625
Shareholders’ deficit (6,870,880) (2,213,035)

$4,527,085 $7,474,987

Operating Activities

In 2007, the Company consumed cash before changes in non-cash working capital of $2.9
million compared to $2.4 million in 2006.

In 2007, changes in non-cash working capital provided cash of $195,404, the breakdown of
which is detailed in Note 16 of the audited consolidated financial statements for 2007. In
2006, changes in non-cash working capital provided cash of $1.5 million.

Cash used in operating activities was $2.7 million 2007, compared to $0.9 million in 2006.
In 2007, the negative cash flows generated from operations increased from 2006 levels.
Gross Profit improvements year over year were insufficient to cover increased
administrative expenses, significantly higher interest and finance charges including interest
on long- term debt, as well as higher other expenses.

Financing Activities

Net cash provided by financing activities during 2007 was $2.7 million compared to $0.5
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million in 2006.

The significant financing activities in 2007 were as follows:

(a) On May 22, 2007 the Company issued a $1.7 million convertible debenture (See Note
10 of the audited consolidated financial statements) to Quorum Investment Pool
Limited Partnership, which provided the Company with cash to finance its negative cash
flow from operations.

(b) On April 10, 2007, the Company entered into a renewable, one year credit arrangement
with Greenfield Commercial Credit to provide a revolving operating line of credit (see
Note 6 of the Consolidated Financial Statements) and received initial proceeds of $1.3
million which were used to repay indebtedness of $1.1 million to a Chartered Bank.
Subsequent to initial funding, repayments of $0.5 million were made against the
operating line of credit.

(c) The Company repaid $205,000 of an unsecured promissory note (See Note 9 of the
audited consolidated financial statements) following the renegotiation of its terms on
May 7, 2007.

(d) During the fourth quarter the Company issued $530,000 of secured term debentures
(see Note 10 of the audited consolidated financial statements) to Quorum Investment
Pool Limited Partnership, which provided the Company with additional cash to finance
its negative cash flow from operations.

(e) Finally, on December 27, 2007, the Company issued a $1.1 million secured debenture
(see Note 10 of the audited consolidated financial statements) to Quorum Investment
Pool Limited Partnership, which provided the Company with additional cash to finance
its negative cash flow from operations.

In 2006, the Company’s financing activities consisted of a $250,000 convertible debenture
issue, $504,000 of shares issued offset by repayments of bank indebtedness of $221,355.

Investing Activities

Net cash provided from investing activities during 2007 was $321,501 compared to cash
provided of $334,149 in 2006.

As an alternative to holding cash, the Company invests in and draws down short-term
guaranteed investment certificates (“GICs”) of a major Chartered Bank, as cash is required
is fund operations. During 2007, GICs were liquidated to provide cash for operations.
Following receipt of the proceeds from issue of the $1.7 million debenture referred to above,
GIC investments were increased.

Acquisition of the Online Marketing Services Business

On November 10, 2006, the Company purchased all of the issued and outstanding shares of
C3 Online Marketing Inc., a provider of online solutions for marketers. The acquisition was
accounted for under the purchase method and the results of C3 are included in the
Company’s results since the date of acquisition. Therefore 2007 contain a year of results
from C3 whereas the comparable period of 2006 only includes one quarter.

Operating Line of Credit

On April 10, 2007, the Company discharged its credit facility with Royal Bank of Canada and
entered into a renewable, one-year credit facility with Greenfield Commercial Credit (see
Notes 6 and 7 of the audited consolidated financial statements) for a revolving line to a
maximum of CDN $1,450,000 (or the US dollar equivalent) plus a further revolving facility
of CDN $300,000 which reduces by $12,500 per month. The interest rate on these facilities
is at prime plus 8.0% per annum, payable monthly. The facilities are secured by a General
Security Agreement over the assets of the Company. The Company incurred and charged
to net income, transactions costs of $125,238 in arranging these facilities.
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Convertible Debentures

On May 24, 2007 following regulatory approval of the TSX Venture Exchange, the Company
received the proceeds from the Financing as described in its press release dated May 18,
2007 and issued a $1,700,000 convertible secured debenture (“Debenture”) to Quorum
Investment Pool Limited Partnership (“QIP”). The Debenture bears interest at 8% per
annum and matures on May 22, 2012. The principal amount is convertible at any time by
QIP into common shares of the Company at $0.10 per share for the first two years; $0.11 in
the third year; $0.121 in the fourth year; and $0.1331 in the fifth year with the provision
that the conversion price will increase to $0.15 per share should the audited annual financial
statements, filed with security regulators and posted on SEDAR, disclose minimum revenues
of $25,000,000 or EBITDA of at least $4,000,000, as defined in the Financing agreement.
Interest is payable quarterly in arrears, and the principal amount is due upon maturity. A
total of 17,000,000 common shares of the Company would be issued to QIP if it converted
the full principal amount at $0.10 per share. In connection with the Financing, the
Company also issued to QIP 6,022,804 common share purchase warrants which are
exercisable to purchase a total of 6,022,804 common shares of the Company from treasury
at $0.12 per share up and until May 22, 2011. QIP has agreed to transfer the
aforementioned warrants (“Warrants”) to three officers of the Company whom the Company
and QIP considered to be key to the revitalization of the Company. The Warrants become
exercisable by the holder as follows: 2,407,981 Warrants on January 1, 2008; 2,407,981
Warrants on April 1, 2009; and 1,206,842 Warrants upon achievement by the Company of
all principal and interest repayment requirements that were due to SME as of November 10,
2006.

Prior to the Financing and at December 31, 2006 and March 31, 2007, the Company was in
default of each of its three outstanding convertible secured debentures previously issued by
the Company to QIP, Quorum Secured Equity Trust (“QSET”), and Ontario Capital
Corporation (“SME”) due to a breach of financial covenants as well as a failure to make
interest payments when due. QIP, QSET and SME waived these defaults upon the
completion of the Financing and as well, upon the amendment of certain provisions of the
previously issued and outstanding debentures as described below: The Company and QIP
amended the terms of the convertible secured debenture held by QIP in the principal
amount of $1,388,889 to, among other things, reduce the conversion price from $0.4630
per share to $0.20 per share for two years, increasing by 10% per year thereafter until
maturity, provided that the conversion price will increase to $0.25 per share should audited
annual financial statements, filed with regulators and posted on SEDAR, disclose minimum
revenues of $25,000,000 or EBITDA of at least $4,000,000, as defined in the Financing
agreement. The Company and QSET amended the $0.35 conversion price and other terms
of the convertible secured debenture held by QSET in the principal amount of $1,435,185 in
the same manner. The aforementioned changes would result in QIP acquiring 6,944,445
common shares and QSET acquiring 7,175,925 common shares if they converted the entire
principal at $0.20 per share. The Company and SME amended the terms of the convertible
secured debenture held by SME in the principal amount of $1,225,926 to, among other
things, advance the maturity date from February 28, 2008 to January 4, 2008 and to
require the Company to make an additional $500,000 payment on April 30, 2008 in either
cash or common shares at the option of the holder. The Company incurred and charged to
net income, transaction costs of $163,320 in connection with this financing. The
amendment and restatement of the SME debenture represented an extinguishment of the
original financial liability. Accounting for the difference between the fair value of the new
debt instrument and the carrying value of the original debt instrument gave rise to a loss on
extinguishment of $468,457 which is included in Other Expenses. Subsequent to year end,
negotiations were underway to extend the SME debenture to a maturity date that would fall
in the latter half of 2008.

In September 2007, the Company issued a $207,693 secured debenture to QIP. In October
2007, the Company issued a $100,000 and a $300,000 secured debenture to QIP. On
December 27, 2007, the Company issued a debenture with a face value of $1,107,693 in
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exchange for the three debentures described above and an additional $500,000 of cash
proceeds from QIP. The debenture bears interest an 8% per annum, calculated monthly
and payable quarterly in arrears. The debenture matures on December 31, 2012. The
principal amount of the debenture is convertible to common shares of the Company at the
holder’s option at $0.10.

In December 2007, the Company also issued secured term debentures to QIP with a face
value totaling $530,000, bearing interest at a rate of 10% per annum calculated monthly
and payable quarterly in arrears, maturing in March 2009. These debentures are secured
by certain claims by the Company for refundable federal and provincial tax credits.

Following the transactions described above and at December 31, 2007, the Company has
seven 8% or 10% convertible secured debentures outstanding with a total face value of
$7,387,693, which are convertible into 46,997,465 shares. The Company is in default of its
outstanding convertible secured debentures previously issued by the Company to QIP, QSET
and SME due to breach of financial covenants. QIP, QSET and SME waived these defaults
outlined in these debentures.

Secured, Non-interest Bearing Promissory Note

In conjunction with the amendment of its three existing convertible secured debenture
agreements issued by the Company to QIP, QSET and SME and the issue of a new $1.7
million convertible secured debenture to QIP, the Company issued a secured non-interest
bearing promissory note with a face value of $500,000 to SME payable April 30, 2008 in
either cash or common shares of the Company, at the option of the holder. The note is
secured by a fixed and floating charge on the Company’s assets, and has been recorded at
its fair value using the effective interest rate that discounts the estimated future cash
payments through the expected life of the promissory note. Subsequent to year end,
negotiations are ongoing to extend the maturity date of this note.

Unsecured Promissory note due to an Unrelated Individual

The Company was in default for failure to repay a $285,000 note payable when due, March
15, 2007. As a result of the Financing, the holder has agreed to postpone its claim in
favour of the holder of the new Debenture. The holder of the $285,000 note payable
remains entitled to receive payment on account of its indebtedness until such time as notice
of default has been given by QIP to the Company under the terms of the Financing. As at
December 31, 2007 principal payments aggregating $205,000 have been made to the
holder of the $285,000 indebtedness.

Investment tax credits and income tax loss carry-forwards

As a result of scientific research and development expenditures incurred by C3 prior to its
acquisition by the Company on November 10, 2006, it is estimated that there may be up to
$300,000 of refundable federal and provincial tax credits receivable following completion of
an audit process by tax authorities. Due to uncertainties as to the amounts that will
ultimately be approved and the timing of receipts, no amounts have been recorded in the
accounts for these possible refunds. Once the amounts receivable can be reasonably
estimated, these credits will be recorded as a reduction of the cost of software acquired as
part of the acquisition. Any amounts ultimately received will assist the Company in funding
its on-going operations. In addition the Company at December 31, 2007 had non-capital
losses of approximately $8.1 million available to reduce future income taxes. These non-
capital losses expire between 2009 and 2017.

Access to Capital and Liquidity

The net proceeds (after transaction fees, professional fees and payments of prepaid and
overdue interest) of approximately $3.4 million from the Company’s recent convertible
debenture financing have sustained operations to date. In the short term, the Company
must continue to fund continuing losses and negative cash flows from operations through its
operating line of credit and existing cash reserves and short term investments. Invoicing
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activity in 2007 has not increased materially. Resultant accounts receivable balances which
support operating line borrowings have not increased to any significant extent from previous
levels. Therefore cash and short term investment balances have been drawn down to
support operations.

Management estimates that the Company requires additional financing to sustain its current
operations until such time that efforts to turn around the business result in the generation
of positive cash flows from operations, to address the Company’s negative working capital
position including payment of supplier accounts that are not current; to finance growth; and
to retire existing debt when it becomes due. The Company is in active discussions with
several firms that are enthusiastic about the Company’s capabilities and growth prospects,
especially in the online marketing space, and have indicated strong interest in raising capital
for the Company.

In October 2007, the Company appointed a new Chief Executive Officer. Subsequent to
year end, the new Chief Executive Officer left the company.

In November 2007, the Company appointed a new Chief Financial Officer, effective
December 2007.

Management expects that activity with certain of the Company’s existing clients will pick up
in 2008 and that invoicing will commence on the first of the new firm business that has
been secured. A resultant rise in invoicing activity from levels experienced through 2007
would increase the Company’s ability to increase its operating line borrowings and reduce
pressure on its cash balances and short term investments to fund operations in the
upcoming fiscal year.

Related Party Transactions

At December 31, 2007, $37,749 was outstanding and payable to officers of the Company
(December 31, 2006- 61,310)

Contractual Obligations

Less than 1 to 3 4 to 5 After 5

Total 1 year years years years

Promissory notes $ 580,000 $ 580,000 $ - $ - $ -

Debentures 7,387,693 2,333,619 3,354,074 1,700,000 -

Capital leases 1,329 1,329 - - -

Due to related parties 37,749 37,749 - - -

Operating leases 2,210,755 347,959 869,196 259,200 734,400

Total contractual obligations $10,217,526 $3,300,656 $4,223,270 $1,959,200 $ 734,400

Financial Instruments

The Company’s financial instruments comprise cash and cash equivalents; short-term
investments; accounts receivable; bank indebtedness and operating line of credit; accounts
payable and accrued liabilities; due to related parties; debentures and, promissory notes
payable. Accounts receivable, are classified as loans and receivables and are measured at
fair value. Accounts payable and accrued liabilities are classified as other financial liabilities,
which are measured at amortized cost using the effective interest rate method. Debentures,
promissory notes payable and borrowings under the operating line of credit are classified as
other financial liabilities and recorded at amortized cost using the effective interest method.
Transaction costs are recognized immediately in net income. Except for interest rate risk on
bank indebtedness, which is based on the lender’s prime rate and may vary from time to
time, it is management’s opinion that the Company is not exposed to significant interest,
currency or credit risks arising from these financial instruments. The fair value of the
Company’s current financial instruments approximate their carrying values unless otherwise
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noted, due to their short term to maturity. The Company does not employ financial
derivatives or make use of other off-balance sheet arrangements.

Internal Controls over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over
financial reporting. All internal control systems, no matter how well designed, have
inherent limitations. Therefore, even those systems determined to be effective can provide
only reasonable assurance with respect to financial statement preparation and presentation.
The Company has designed appropriate internal controls over financial reporting (“ICFR”)
for the nature and size of the Company’s business, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with GAAP, except as noted herein. Due to the relatively
small scale of operations, there is a limited number of employees dealing with accounting
and financial matters. However, management has concluded that considering the
employees involved and the control procedures in place, including management oversight,
risks associated with such lack of segregation of duties are not significant enough to justify
the expense associated with adding employees to clearly segregate duties. There have been
no changes in ICFR during the year ended December 31, 2007 that have materially
affected, or are reasonably likely to materially affect its ICFR.

Seasonality

Because of the project-based nature of certain of the Company’s business units which
recognize revenue using the completed contract method, the Company’s results can be
significantly impacted in a quarterly period depending on the timing of the completion of
significant projects. This impact does not follow a predetermined seasonal pattern, though
the fourth quarter is traditionally the largest period of client spending in the marketing
services industry and causes material fluctuations in quarterly revenues and net income.

Adoption of New Accounting Standards

As required by the Canadian Institute of Chartered Accountants (CICA), on January 1, 2007,
the Company adopted CICA Handbook Sections 1530, Comprehensive Income; Section
3251, Equity; Section 3855, Financial Instruments – Recognition and Measurement; Section
3861, Financial Instruments – Disclosure and Presentation and 3865, Hedges. The adoption
of these new standards resulted in changes in the accounting and presentation for financial
instruments. The financial statements for periods prior to January 1, 2007 were not
restated for these changes. The principal changes in the accounting for financial instruments
due to the adoption of these accounting standards are described in note 2 of our financial
statements.

Recent Accounting Pronouncements

In March 2007, the CICA issued Section 3031, “Inventories”, which has replaced Section
3030 with the same title. The new Section establishes that inventories should be measured
at the lower of cost and net realizable value, with guidance on the determination of cost.
The final standard is effective for interim and annual financial statements relating to fiscal
years beginning on or after January 1, 2008 and is applicable for our first quarter of fiscal
2008. We do not expect the new standard to have a material impact on our financial
statements.

In December 2006, CICA issued Section 1535 “Capital Disclosures,” which establishes the
standards for disclosing information about an entity’s capital and how it is managed. CICA
Section 1535 applies to interim and annual financial statements relating to fiscal years
beginning on or after October 1, 2007. We will adopt this new standard effective January 1,
2008 and we are assessing the impact of this new standard on our consolidated financial
statements.
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In December 2006, the CICA issued Section 3862, “Financial Instruments - Disclosures,”
and Section 3863 “Financial Instruments – Presentation”. These standards enhance existing
disclosures in previously issued Section 3861 “Financial Instruments - Disclosure and
Presentation”. Section 3862 places greater emphasis on disclosures about risks related to
recognized and unrecognized financial instruments and how those risks are managed.
Section 3863 carries forward the same presentation standards as Section 3861. These new
standards are effective for interim and annual financial statements relating to fiscal years
commencing on or after October 1, 2007 on a prospective basis. We will adopt this new
standard effective January 1, 2008 and we are assessing the impact of this new standard on
our consolidated financial statements.

In May 2007, the Accounting Standards Board (“AcSB”) amended Section 1400, General
Standards of Financial Statement Presentation, to change the guidance related to
management's responsibility to assess the ability of the entity to continue as a going
concern. Management is required to make an assessment of an entity's ability to continue
as a going concern and should take into account all available information about the future,
which is at least, but is not limited to, 12 months from the balance sheet dates. Disclosure
is required of material uncertainties related to events or conditions that may cast significant
doubt upon the entity's ability to continue as a going concern. These amendments are
effective for the Corporation for annual periods beginning after January 1, 2008. The
Company plans to adopt this new guidance effective January 1, 2008. These standards will
impact disclosure provided by the Company, but we do not expect the adoption of this
guidance to have a material impact on our financial position, results of operations or cash
flows.

In February 2008, the CICA issued Section 3064 “Goodwill and Intangible Assets”, which
replaces the existing Sections 3064 “Goodwill and Other Intangible Assets” and 3450
“Research and Development Costs.” The new standard introduces changes to the
recognition, measurement and disclosure of goodwill and intangible assets. The provisions
relating to the definition and initial recognition of intangible assets are equivalent to the
corresponding provisions of International Financial Reporting Standard IAS 38, "Intangible
Assets." The new standard also provides guidance for the recognition of internally
developed intangible assets, including assets developed from research and development
activities, ensuring consistent treatment of all intangible assets, whether separately
acquired or internally developed. The Section applies to interim and annual financial
statements relating to fiscal years beginning on or after October 1, 2008 with earlier
adoption encouraged. We are currently assessing the impact of this standard may have on
our financial positions, results of operations or cash flow.

Contingencies

Five claims totaling $2.1 million have been brought against the Company and its
subsidiaries alleging breaches of various contractual obligations. Included in this total, is a
compensation claim in the amount of $223,000, filed by former employee and officer of the
Company, following the employee’s resignation. No provisions have been made in the
accounts as the Company considers these actions without merit and is defending these
claims.

As a result of on-going operating losses and a working capital deficiency, the Company has
in certain instances been unable to satisfy its suppliers’ payment terms. The Company’s
ability to continue as a going concern is dependent on the continued support of its suppliers
as well as its ability to secure additional financing and generate future positive cash flows.
Most suppliers continue to support the Company but there can be no assurance that certain
suppliers will not seek legal remedies to collect amounts due beyond their credit terms.
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Risks and Uncertainties

Going Concern

There is uncertainty about the Company’s ability to continue as a going concern because of
on going operating losses and a working capital deficiency at December 31, 2007. Efforts to
turnaround the business will not result in the generation of sufficient cash to meet the
Company’s obligation to retire certain debt in 2008. Therefore the Company will need to
secure additional financing prior to these maturity dates. The Company’s viability as a
going concern is dependent upon the continued support of its lenders and other creditors,
its ability to secure additional financing and its ability to generate future positive cash flow.
While the Company was successful in issuing a $1.7 million convertible debenture to
Quorum Investment Pool Limited Partnership (“QIP”) on May 22, 2007 and in issuing a $1.1
million convertible debenture to QIP on December 31, 2007, the Company has limited cash
resources, remains short of working capital and requires additional capital resources to fund
its operations and meet its obligations as they become due. There is no assurance that
management will be successful in planning and executing business improvement strategies
that will generate future positive cash flow or that management will be successful in raising
additional capital.

Interest-bearing debt

High levels of interest-bearing debt and resultant debt service costs represent an
impediment to the Company’s ability to generate positive cash flow and net income. The
Company is also exposed to interest rate risk on bank indebtedness, which is based on the
lender’s prime rate and may vary from time to time.

Economic Risk

The marketing services industry is subject to economic risks, as clients tend to reduce
budgets during economic downturns. As a result, the Company’s prospects, business,
financial conditions and results of operations may be adversely affected by the downturn in
one or more markets or changes in client business and marketing budgets.

Competition

The industry in which the Company operates is highly competitive. The Company faces
intense competition from larger and smaller providers of traditional and online marketing
services, either as stand-alone or full service offerings. The marketing industry is also
evolving as a result of fundamental changes that are occurring, driven by technological
innovations and the emergence of the internet and wireless communications devices. While
the Company believes its acquisition of C3 Online Marketing Inc. and subsequent acquisition
of MediaMix that it is well positioned to benefit from the changes occurring within its
industry, most of the Company’s competitors are better financed and hence have greater
resources available for sales and marketing and technological development. The impact of
these competitive factors could impair the Company’s ability to acquire new clients or new
assignments from existing clients and the Company’s ability to scale its suite of online
marketing products. The Company endeavours to mitigate these risks by providing a high
level of quality and customer service and specific to the online space, by offering superior
functionality of its applications, technological sophistication, ease of use, timing for
implementation, hosting, quality of support and services, and fees.

Dependence on Clients

A significant portion of the Company’s revenues is derived from a limited number of large
clients. The Company’s dependence on revenue from these clients may increase, as one of
the Company’s growth strategies is to provide more services including online services to its
key clients. The Company mitigates this risk by entering into long-term contractual
agreements with its key clients and by maintaining strong relationships and adherence to
preferred supplier status within client organizations. Historically, the Company has
maintained long-term relationships with many of its largest clients.
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Dependence on Key Personnel

The success of the Company is largely dependent on its ability to attract and retain key
management, sales and marketing and technical personnel. The loss of services of any of
these persons may adversely impact certain client relationships as well as the Company’s
ability to continually enhance and improve the responsiveness, functionality, and features of
its suite of online promotions products. The Company reduces this risk by entering into
employment agreements with its employees. The employment agreements contain non-
solicitation and non-competition clauses following a severance in the relationship between
the Company and employee. These agreements may not be effective in retaining employees
or in preventing them from continued employment within the industry.

Technology and Development

There can be no assurances that the Company will meet its targeted development and
integration timelines for its suite of online promotions products and secure licenses for key
aspects of its solution such that the Company will be able to offer its suite of online products
and services at competitive pricing, or be able to continue to enhance and improve the
responsiveness, functionality and features of its technology and enable the solution to scale
at reasonable cost.

Subsequent Events

On September 26, 2007, The Company signed a letter of intent with Mediamix Marketing
Group Inc. (“Mediamix”) to form an expanded marketing solutions platform through the
business combination of each of the Company and Mediamix. A definitive agreement was
signed in February 2008, subject to certain pending closing conditions.

During the period January – April 2008, the Company has issued $640,000 of secured term
debenture to QIP bearing interest at a rate of 10% per annum calculated monthly and
payable quarterly in arrears.

Additional Information

Additional information with respect to the Company is available on SEDAR at
www.sedar.com


