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Statement
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by the Management on the annual report

I have today pr
ort has been presented in accordance with the Danish Financial
cies appropriate for the annual report to provide a true and fair
lities, financial position and results.

| the annual report for adoption at the Annual General Meeting.
ptember 2003
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IP Service Ap$ 3

Auditors’ report

To the sharcholders of IP Service ApS
We have auditgd the annual report of IP Service ApS for the financial year 2008, icovering the period 1 Janua-
ry 2003 to 30 Jime 2003.

The annusal report is the responsibility of the Company’s Management. Our reLponsibility is to express an
opinion on the annual report hased on our audit.

Basis of opini¢n
Except as discpssed in the paragraph “qualification” below, we conducted our dudit in accordance with Da-
nish Auditing $tandards. Those standards require that we plan and perform the audit to obtain reasonable as-
surance that th? annual report is free of material misstatement. An audit inclufles examining, on a test basis,
evidence supporting the amounts and disclosures in the annual report. An augdit also includes assessing the
accounting policies used and significant estimates made by the Management, af well as evaluating the overall
annual report presentation. We believe that our audit provides a reasonable basis Tor our opinion.

Qualification
We refer to th¢ balance sheet from which it appears that the Company has lostjmore than 40% of the share
capital. The plén of the management to re-establish the share capital appears in|the management review. Man-
agement has carried out negotiations with various lenders and investors. So fay these negotiations have ended
with no result.|We are not convinced that the plan of the management can bq carried out. If the plan is not
carried out it i expected that the Danish Commerce Agency (Erhvervs- & Seglskabsstyrelsen) will order the
Company into forced liquidation in accordance with §52, 3 in the Private Co nl%anies Act. Management has
presented the annual report with the aim of carrying on the operations of busingss. We make reservations that
the annual report is presented under this assumption.

In 2002 and 2903 the Company has developed the Analizt software. We have|not been able to obtain neces-
sary documentgtion that debt to the suppliers for services rendered have been fully included in the annual re-
port. Therefore, we make reservations for debt that is not included.

In 2002 and 2403 the Company has paid net salary exclusive of holiday alloydnce to the employees of the
Company. Tax;deducted from income at source, labour market contributions and holiday allowance not recog-
nised or not pajid as at 30 June 2003 amount to DKK 80k. Before recognition )‘Fla possible tax impact hereof
the result of thg year and the equity is stated DKK 70k too high.

Opinion
In owr opinion, with the exception of the qualifications mentioned above, the arinual report gives a true and
fair view of the Company’s financial position at 30 June 2003 and of the result§ of its operations for the finan-
cial year 2003,; covering the period 1 January 2003 to 30 June 2003 in accordange with the Danish Financial

Statements Actl
a2
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IP Service Ap!§ 4

Emphasis of matters
Ag discussed in Note 10 of the annual report, the Company’s right to develop gnd sell the Analizt software
could be chall¢nged by a public Danish organization (Vaekstfonden). Vaekstionden may seek an injunction
against the devilopment and sales of the Analizt software.

In contravention of Danish tax legislation no tax, deducted from income at source, and labor market contribu-
tion to Danish has been paid to Danish tax authorities may incur liability.

Hellerup, 19 September 2003

Deloitte & Touche

Statsautoriseret Revisionsaktieselskab

-
-

Frank Schjett
State Authoris¢d Public Accountant
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Managemy

Primary act,
The primary ag
is a security eai
patches on soft;
with a subsorig
year finished t}
factory.

The Company
Analizt.

The Company i

Develop‘mentt in activities and finances

The Company’
budgets. This i
primary activit
negative result
debtors. This i
ance.

During the per:
ganization Eler|
up speed and e;

The Company |
discussed with
third quarter of;

Uncertainty

The development work done on the Analizt software has been deducted directly

tough policy tq
is very low and

nt’s review

ivity
tivity of the Company is to develop and sell the Company’s sof]

ly warning tool very useful for network administrators in order
ware installations in their tespective network. The product is sol
tion for information updates for the security database. The Co!
1e first customer release of the product and the tests that has be

s further working as security consultants and sells other securi

s involved is educating programmers as well as network security

sales has not been as planned and therefore the financial resul
s primarily due to a delay in our first customer release of the g
ies have however proven to give a positive result, When the
for the period this is due to the fact that it has been necessary
a one-time situation and should not be included in the over all

nentS, that provides worldwide sales of the Company’s product.
tpect the Company to show profits in the next fiscal year.

has lost more than 40% of its share capital. To re-establish the
our parent Company to provide further capital infusion. This
2003.

relating to recognition and measurement

use in a Company that develops software, and therefore the bo
does not show anything near to the real value of the developed s
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od since 30 June the Company has entered into a sales represent;

re package Analizt. Analizt
:Fthem to implement security
?s installed software together
pany has during the financial
en| performed has proven satis-

ry [software as well as our own

personnel.

has not been according to our
rimary product — Analizt. The
Company finally is showing 2
to writhe off some outstanding
yigw on the Company perform-

ation agreement with the or-

We expect that sales will pick
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ompany capital base we have
planned to take place in the
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om operation costs. Thisisa
value on the Software itself
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IP Service Ap'3

Management’s review

Unusual cir¢qumstances
It has been a unusual year in the sense that this has been the year when the Company should change it’s focus

from deveiop' ¢ the software to being a sales and service organization where
ware and services connected to the software. Further the Company has thig
amount of failures among its debtors, and this has had an impact on the overall

pany.

The Company has been and is still involved in 2 lawsuit regarding a purchas

ear experienced an unusual
"1§pal performance of the Com-

h; focus is on sale of the soft-

of equipment. This lawsuit is

expected to find its solution during the next fiscal year. It is uncertain whether it will have any impact on IP

Service ApS’ result and financial position.

Events after,
In the period a;
ing with prost
continuing the
therefore it is
Company does

successful it mi

the balance sheet date

600°d L8ZO#

rer the end of financial year the management and owners of thg Gompany have been negotiat-
ective investors about injecting capital to carry on IP Service ApS’ operation, including
development and marketing of Azalizt. Negotiations have not! shown any result yet, and

certain whether the Company can carry on its operations in

the coming financial year. The

inued negotiations will not be

have the necessary capital to pay its debts and in case the con

st be expected that the Company will go into liquidation procee|

|; 'gS-
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IP Service ApS

Accountin

The annual rep,
ering reportin;

Change of fi

At 5 March 2()
the period 1 Ju
ture the financi
2003 - 30 June!

Comparativ
We have not 1
years is not rel
ers 6 months,

Recognition
Assets are recc
Company, and

Liabilities are j
result of a pria
value of the lia

On initial reco
tion is effected

Anticipated ris
invalidate affai
ment.

Income is recognised in the income statement when earned, whereas costs are r

utable to this fi
ment as financis

Income statciément

Revenue

a policies

ort is presented in accordance with the provisions of the Danish
g clags B enterprises.

pnancial year
03 AOXY Inc. Delaware, USA, purchased the Company. AO3
ly — 30 June. As a consequence of this, IP Service ApS change

2003.

e figures
ncluded comparative figures in the income statement as co

and measurement
)gnised in the balance sheet when it is probable that future eco
the value of the asset can be measured reliably.

recognised in the balance sheet when the Company has a legal
r eveni, and it is probable that future economic benefits will fl
bility can be measured reliably.

as described below for each item.

ks and losses that arise before the time of presentation of the a

al year will follow the parent. Therefore the financial year for 200

-

svant. Previous financial years cover a 12 months’ period whereas

T:
0

Flinancial Statements Act gov-

(Y
financial year so that in the fu-
B covers the period 1 January

Inc.’s financial year covers

arison with previous financial
this financial year only cov-

anic benefits will flow to the

F constructive obligation as a
out of the Company, and the

gnition, assets and liabilities are measured at cost. Measurement subsequent to initial recogni-

al report and that confirm or

nancial year. Value adjustments of financial assets and liabilities
| income or financial expenses.

rs and conditions existing at the balance sheet date are considerned

at recognition and measure-

ognised by the amounts attrib-
@ recorded in the income state-

Revenue is recognised in the income statement when delivery is made, and risk has passed to the buyer. Reve-

nue is recognised net of VAT, duties and sales discounts.
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Accounting

Other externa)
Other external
debts, eto,

Staff costs
Staff costs. com
pany’s staff.

Financial inco
These items c¢

s policies

expenses
expenses comprise expenses for distribution, sale, marketing,

me and expenses
mprise interest income and interest expenses, the interest port]

realised and unrealised capital gains and losses on securities and transactions

amortisation pr
Danish Tax Pre

Interest expens
in the cost of tk;

Extraordinary
Extraordinary i
activities, and ¥

Income taxes

Tax for the yeq
income stateme
the portion attr)

The current tax
taxable income!

Deferred tax iy
the carrying am,

tems comprise income and expenses which stem from events o

emium on mortgage debt, cash discounts etc as well as tax surc
payment Scheme.

ss and other financial expenses for manufacturing fixed assets &
ese assets, but are recognised in the income statements as incurr

items

prise salaries and wages as well as social security costs, pension ¢

afiministration, premises, bad

hntributions etc for the Com-

on of finance lease payments,
n foreign currencies, mortgage
1a'rge and repayment under the

nd inventories are not included
ed:

stside the Company’s ordinary

vhich are therefore expected to be non-recurring.

1, which consists of current tax for the year and changes in de

red tax, is recognised in the

nt by the portion attributable to the profit/loss for the year and r

butable to entries directly on equity.

, adjusted for prepaid tax.

recognised and measured applying the liability method on all
ount and tax-based value of assets and liabilities.

Deferred tax asr
estimated realis:.able value, either as a set-off against deferred tax liabilities or as

170°d L8ZO#

ets, including the tax base of tax loss carryforward, are recognis

payable or receivable is recognised in the balance sheet, stated s

ognised directly on equity by

£C

tax calculated on this year’s

er{nporary differences between

1
sedl in the balance sheet at their

tax assets.

3
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IP Service Ap$

Accountin;lg policies

Balance sheet
Intangible assots

Costs for develppment of new products are recognised in the income statement as incurred.

Property, plant and equipment

Other fixtures snd fittings, tools and equipment are measured at cost less ace

pairment losses

Cost comptisesLthe acquisition prise and costs directly attributable to the acqu

mimlated depreciation and im-

isition until the time when the

asset is ready 0 be put into operation. For assets held under finance leases, cost is the lower of the asset’s fair

value and present value of future lease payments.

The basis of depreciation is cost plus revaluation and minus estimated residus
life. Straight-line depreciation is made on the basis of the following estimated u

Other fixtures 2nd fittings, tools and equipment

1 value after the end of useful
seful lives of the assets:

5 years

Assets costing less than DKK 10k per unit are recognised as costs in the income statement at the time of ac-

quisition.

Property, plant and equipment are written down to the lower of recoverable amqunt and carrying amount.

Receivables

Receivables arg measured at amortised cost, usually equalling nominal value less provisions for bad debts.

Prepayments

Prepayments cpmprise incurred costs relating to subsequent financial years.

amortised cost which usually corresponds 1o the nominal value.

Equity

Dividends are vyecognised as a liability at the time of adoption at the general me
| year are disclosed as a separate item under equity.

for the financia|

270'd LBZO#

Prepayments are measured at

eting. The proposed dividends

5
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Accountin;’g policies
i

Lease commitinents

Lease commitments relating to assets held under finance leases are recognised|in

the balance sheet as liabili-

ties other than provisions and are measured at amortised cost after initial recogr

ition. The interest portion of

lease paymentsis recognised over the term of the contracts as financial costs in thg income statement.

Foreign currency translation
On initial reco;'gnition, foreign currency transactions are translated applying thi
tion date. Receivables, payables and other monetary items denominated in fare
been settled at|the balance sheet date are translated using the exchange rate |at
change rate differences that arise between the rate at the transaction date and the|
date, or the bajance sheet date, are recognised in the income statement as finian

penses.

United States {zenerally Accepted Accounting Principles (US GAAP)
The company is owned 100% by AOXY Inc., Delaware, USA, a US public conr

exchange rate at the transac-
ign currencies that have not
the balance sheet date. Ex-~
one in effect at the payment
cial income or financial ex-

pany noted on Nasdag. As a

consequence of AOXY's reporting requirement with the United States Securinfd

IP Service ApS has prepared a summary of the effect on net income and shareov}rn

and Exchange Commission,
ers’ equity as if the Finan-

cial Statements| had been prepared in accordance with generally accepted accof
States.

ting principles in the United

-

Y
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Income statement for 2003 (1 January 2003 — 30 June 2

Gross loss

Staff costs
Depreciation ax‘ld amortisation of property, plant and equipment

Operating loss

Financial expenses
Loss for the year

Proposed distyibution of loss
Transferred to next year

§70°d LBZO#

Note

003)

2003
6 months
DKK

(270,838)

(10,732)

(13,170)
(294,740)

(1,884) |
(296,624) -

__ (296,624)
(296,624)

0G:TT €002.d35G¢
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IP Service Ap$ 12
Balance sheet at 30 June 2003
2003 . 2002
Note DKK DKK'000
Other fixtures gnd fittings, tools and equipment 92,186 105
Property, plant and equipment 4 02,186 105
Fixed assets 92,186 105
Trade receivables 21,604 73
Other receivables 25,431 171
Prepayments 4,947 2
Receivables 51,982 246
Cash 833 1
Current ass-rts 52,815 247
Assets 145,001 352

GT0°d L8Z0#
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IP Service Api3 13
Balance shieet at 30 June 2003
wos e
Note DKK  |DKX'000
Share capital 5 125000 | 125
Retained eamings/(loss) 6 (263,853) : 33
Equity (138,853) . 158
Current portiori of bank debt 3,530 4
Trade payables 128,488 76
Income taxes 23,205 - 41
Other payables 128,631 - 73
Liabilities other than provisions 283,854 194
|
Equity and liabilities 145,001 i 382
B :
|
|
Lease commitnents 7 ,
Related parties 8 5
Caonsolidation 9
Contingent liakiilities 10
US GAAP recqnciliation 11

910°d LAZO#
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Notes

1. Gross loss
For competitior reasons the management of the Company has decided not to give
of the turnover, as the terms of Arsregnskabslovens §32 stk. 1 have been complied

2. Staff costs
Salaries and weges
Other social segurity costs

Average number of employees

3. Financial fxpenses
Interest on banlt debt
Exchange adjustments

LT0"d LBZO#

mformation about the size
with,

2003

9,390
1,342
10,732

1,434
450

1,884

e
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IP Service Aplp 15
Notes
Other
fixtures etc
DKK
4, Property, plant and equipment
Costat 1 J’anua]ry 2003 135,785
Cost at 30 June 2003 135,785
Depreciation and write-down at 1 January 2003 (30,429)
Depreciation (13,170)
Depreciation st 30 June 2003 (43,599)
Carrying amount at 30 June 2003 92,186
Carrying amouat at 31 December 2002 105,356
S. Share‘caplital
The share capital consists of 125 shares at DKK 1,000.
There has not tieen any change in the share capital since the founding of the Com;rany.
DKK
6. Retained jprofit and loss
Retained eamings 1 January 2003 32,771
Loss for the year (296,624
Retained loss it 30 June 2003 (263.853)

BT0"d LBZO#
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IP Service Ap3 16

Notes

DKK

7. Lease comymitments
Operating lease] contracts on photocopier have been concluded for the years
2003-2005.

In addition the Company leases office space from the CEO on an operating lease
agreement.

The tota] lease pommitment at 30 June 2003 amounts to DKX 55,000.
Expense for the period of operating lease contracts 38,457
8. Related parties

Related parties)with a controlling interest in IP Service ApS:

AOXY Inc., Delaware, USA.

Other related parties with whom IP Service ApS has had transactions in 2003:
Kurt Sendergazrd.

Transactions bgtween related parties and IP Service ApS in 2003:
Lease of office|space from Kurt Sendergaard.

There has not tieen any payment of remuneration to the management in 2003. Thq management has renounced
receiving remugperation for the 6 months closed at 30 June 2003 and previous peripd.
9. Consolidation

YP Services Ap} is included in the consolidated financial statements for AOXY [Inc., Delaware, USA.

The consolidatzd financial statements are available at www.sec.gov

7z

3
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Notes

10. Contingent liabilities
The Company jas a pending action for reversal with the insolvent estate after IH

transferred machinery and equipment. The Company expects to succeed in its clai

Since July 200:[ the corporation has been developing an internet security softw3

g

o}

olutions A/S regarding
m.

ire by name of Analizt. Prior to

July 2002 research was carried out by a related party to the corporation (IP
product (MYTH-Software) with some of the same characteristics as Analizt,
ruptey in April 2002. Soon after a Danish public funding organisation (Vaeks

qlutions A/S) pertaining to a
Solutions A/S filed for bank-
mnden) took pledge in the re-

4

search which hlad been carried out prior to the bankruptcy. In August 2002 IP §

ice ApS purchased the pro-

ject from Vaekstfonden. However, since Vaekstfonden did not deliver the research, IP Service ApS never paid

|
the price of DKtK 25,000 in cash plus a DKK 300,000 loan on special terms, an

the sale on Ocjfober 2, 2002. It is uncertain whether Vaekstfonden will file 2
violation of the
pensation due t
uct ANALIZT
Vaekstfonden’s
but we cannot |

o the similarity of the product functionality of the product MY'T'
According to the board of Directors' assessment, IP Servi
rights to the MYTH software, as ANALIZT is developed in a g
se sure that Vaekstfonden will not initiate a lawsuit related to thi

|
11. US GAAP reconciliation
The annual report prepared under generally accepted accounting principles in
not deviate in il;ny material respect from an annual report prepared in accordan
counting principles in the United States.

TOleso/syn
TNAFD1037\124138\1247 36¢=0301.doc

sale agreement with Vaekstfonden. It is further a possibility, that

A Vaekstfonden finally recalled
lgwsuit against IP Service for

s

nd the new developed prod-

aekstfonden will seek com-
H
te| ApS has not infringed on
ifferent platform environment,
5 matter.

he Kingdom of Denmark does
ce with generally accepted ac-

3
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