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For the Second Quarter
* Ended November 30, 2006

These financial statements have not been
reviewed by our auditors Grant Thornton LLP
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Interim Financial Statemehts

For the Second Quarter Ended

November 30, 2006

These financial statements have not been reviewed by
our auditors Grant Thornton LLP '

i
'

!

I
[
1
i
+
i




'F’

REVENUES
Revenue

EXPENSES
Production
Administration
Selling and marketing
Interest expense - current
- long-term

Amortization

- Loss from operations

Non operating (gains)losses

Net eamings (loss)

{Deficit) retained earnings, beginning of year

Net earnings (loss)
Deficit, end of year

Earnings per share (note 3 c)

Q2 - 2007F

GLOBEL DIRECT, INC. _
Consclidated Statement of {Loss) Earnings and Deficit

(unaudited)

3 months ended November 30

2006 200

$ 1806978 § 2012428
926,685 1,232,069
745,039 914,201
191,916 174,738
25,647 45277
130,698 46,180
103,998 76,143
2,123,983 2,488,618
(317,005) (476,190)

- (48,638)

$ (317,005) $ (427,552)

(317,005)

$ (12,726,901) $ (10,888,544)

(427,552)

$ (13,043,306) $ (11,316,096)

$ ‘(0.01) $

(0.01)

6 months ended November 30

2006 2005
$ 3,650,499 §$ 3,829,532
1,955,022 2,311,488
1,478,769 1,653,026
413,770 300,606
29,413 63,827
262,725 132,756
200,790 151,200
4,350,489 4,612,903
{699,990) (783,371)
- (48,638)
'$  (699,990) § (734,733

$ (12,343,216) § (10,581.363)
" (699,990) (734,733)

$ (13,043,906) § (11,316,006)

$ (0.01) 3 (0.02)




GLOBEL DIRECT, INC.
Consolidated Balance Sheets

(unaudited)
Fiscal period ended
November 30 May 31
2006 2006
ASSETS i '
Current Assets !
Accounts Receivable ‘ s 1,449,772 $ 1,424,110
Inventory 60,309 65,300
Deposits and prepaid expenses 205,898 359,531
Total Current Assets | 1415978 1,848,941
Capital assets 1,646,959 1,837,182
Long-term receivable 50,000 50,000
_Investments atcost ! 24,282 24,282
Deferred financing costs t 142,281 115,671
' Deferred development costs t 97,274 104,480
Total Assets $ | 3376775 $ 398055
LIABILITIES \
. Current Liabilities P
Bank averdraft , $ | 43434 § 49,362
~ Payables and accruals 11,700,416 1,843,837
~ Postage advances ‘ 433102 610,368
Current portion - long-term debt and capital leases (note 4) i 431,767 445,899
Current portion - deferred lease inducement | 20,000 - 20,000
Convertible debenture (note 6) 11,710,000 -
Totaj Current Liabilities 14,338,719 2,969,566
Deferred lease inducement . 58,331 68,333
;Long-term debt and capital leases (note 4) { 1,936,191 2,001,630
Shareholder loans (note 5) L t 451,500 -
Convertible debenture - long-term portion (note 6) i - 1,247,217
Total Liabilities ‘ . : $ ;6,784,741 $ 6;286.746
SHAREHOLDERS' EQUITY _ : |
Share capital {note 3) $ 19,638,650 $ 9,951,896
Contributed surplus ‘ | 97,290 85,830
Retained earnings . {13,043,906) (12,343,916}
Total Shareholders’ Equity _ $ (3,407,966) $ (2,306,190)
}3,376,775 $ 3,980,556

Total Liabilities & Equity -$

-

‘Sianedl "J.R. Richardson" Director

'
|

|

!
JLSianedl 'rDaml H. Gilbert" Dirgctor




GLOBEL DIRECT, INC. |

Consolidated Statements of Cash Flows

Increase (decrease) In cash and cash equivalents

QPERATING

Net (loss) @amings .

" Items not affecting cash;
Amortization - capital assets ,
Amortization - deferred financing costs
Amortization - lease inducement
Stock-based compensation
Amortization - deferred development costs
Forgiveness of debt
Convertible debenture fee
Funds provided by (used in) operating activities

Changes in non-cash working capital:

Accounts receivable

Prepaids, inventory, deferred development costs
Accounts payable and accruals

Postage advances

Changes in operating assets and liabiliies

Cash provided by (used in) operating activities

FINANCING

Lease inducement received

(Repayment of} proceeds from operating line of credit, net
Repayment of long-term debt

Issue costs of new share issuance

Proceeds from new convertible debenture

Deferred financing costs of convertible debenture
Repayment of capital leases

Proceeds (repayment) from shareholder and affiliate loans

Cash provided by financing activities
INVESTING

Purchase of capital assets
Cash used in investing activities

Net [ncrecse (decrease) In cash and cash equivalents

Beginning of period
End of period

{unaudited} '
|
3 months ended November 30|

2006 2005 i

{427.552)
I

6 months ended November 30
2008 2005

I

$  (317,005) § $  (699,990) §  (734,733)
96,793 76,143’ 193,685 151,200 |
11,464 2 22927 - ‘
. 15001 - {10,002) -
5,730 - 11,460 -
7,206 : 7,206 . ’
- (48.638) (48,638)
|
* - . = il |
(200,813) (400,047) - {474,814 {632,171) .
(27,268) (182,245) 274,338 (281,205)
4,546 (49,535) 158,624 {123,735)
(147,221) (30.078) (143,521) 148,997
(58,817) (19,659) {177,266) {191,376)
{228,760) {281,517) 112,175 {447 3189) -
(429,573) (681,564) (362,639) (1,075,490)
. (14,584) (23,900 °
(34,975) (24,210) (79,671) (49,440)
{126,599) : (126,599) |
1,500,000 1,500,000 °
- (145,707) - (145.707) |
. (233,645) - (233.645)
391,500 - 451,500 421,000 |
356,525 955255 ; 371,929 1,341,709
- (144,473} (3,362) (144.473)
. ‘|
- (144,473) (3,362) {144,473)
(73,048 128,218 5,928 117,746
29,64 7.251 (49,382) 18,723 |
$ (4343) 3 $ (434345 135460

136,469 -
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Notes to Consolidated Financial Statements
For period of six months ended November 30, 2006

(unaudited)

l
I
|
|
|
I
I
t
1. Basis of Presentation ,l
: |
These consolidated financial statements have been prepared inj conformity with Canadlan
generally accepted accounting principles. The same policies as descnbed in the latest annual
repert have been used. However, these consolidated financial statements do not include all
disclosures required under generally accepted accounting pnnmples and accordingly should be
read in connection with the consolidated financial statements and the notes thereto included in the
Corporation's latest Annual report. I
Please note that these interim financial statements have not been revuewed by the Corporation’s
Auditors, and as such are unaudited. |

2. Significant Accounting policies ;

There have been no changes from policies in effect as @ May 31, 2006, the Corporations latest
annual report. .

1

|

3. Share Capital )

a. Authorized: !
I

Unlimited number of Common shares
Unlimited number of First preferred non-cumulative shares!
Unlimited number of Second preferred non-cumulative shares '
Unlimited number of Series A convertible non-cumutattv'e non-votmg first preferred
shares ‘
Unlimited number of Series A non-cumulative non-voting second preferred shares
Unlimited number of Series B non-cumulative non-voting second preferred shares
Unlimited number of Series C non-cumulative non-voting second preferred shares

l .

b. Issued and outstanding: ' !

Common ‘ i
. Number of Shares Amount
Balance, May 31, 2006 62,148,973 $ 8,336,641
Issued during the period | © $ 0
Balance, November 30, 2006 62,148,973 $ 8,336,641
. | :

Series A ?econd Preferred shares ;

: f
Balance, May 31, 2006 ) . 249,914 $ 132,810
Issued during the period - 0 $ 0
Balance, November 30, 2006 249 914 $ 132,810
Series B Second Preferred shares i,




i g -1+-R>E+-C>
I
Number of She{res Amount
Balance, May 31, 2006 750,000 $ 750,000
Issued during the period . 0 $ 0
Balance, November 30, 2006 750,000 $ 750,000
Series C Second Preferred shares i
Balance, May 31, 2006 750,000 $ 750,000
Issued during the period I 0 $ 0
Balance, November 30, 2006 750,000 $ 750,000
Less: Share issuance costs — prior ﬁ $ 460,801
- during i $ ’ 0
? $ 9,538,650

Share capital, November 30, 2006

]
1

c. Per share amounts: Per share amounts are calculated based on the weighted
average number of common shares outstanding during the period of 62,148,973 (2005
— 37,246,969). Diluted per share amounts have not been’ presented as they are anti-

dilutive.

d. Warrants: There were no warrants issued during the penod and there were no

warrants outstanding at May 31, 2006.

Long Term Debt

i
|

November 30/06

May 31/06

Note payable, unsecured, relating to a court
$5,000 commencing June 1, 2003 through June 1,
2007, with a one time $40,000 payment on October
1, 2003

settiement repayable in monthly instaliments of |

. $35,000 |

$65,000

‘Long-term payable, unsecured, relating to a
settlement, repayable by monthly payments to
begin in September, 2006 for a term of 48 months
of blended principal and interest payments of
$9,979 per month. The company is currently

in negotiations with the note holder regarding this
item. No principal or interest payments have been
made to date.

1

, $385,000

$385,000

Operating loan as renegotiated from operating line
of credit in July, 2005, in exchange for a first
charge against the company's accounts receivable.
This operating loan bears an annual effective
interest rate of 19.25% and requires monthly
interest payments and monthly principal
repayments ranging from $3,000 to a maximum of
$11,000 per month. There is no set final repayment




]

date. The company, with agreement of the
operating loan provider, has temporarily postponed
monthly principal repayments, and is currently only
making monthly interest payments.

$1 368,970

$1,379,191

Capital lease for equipment beginning November,
2005 for 60 months. Blended payments of $12,870
are due monthly, with the exception of May, 2006
and November, 2006 where the payment is
$137,870. The capital lease is secured by the
equipment on the capital lease. The balloon
payment scheduled for November 2006 was not

made, and the parties are currently negotiating |

changes to this instrument.

L

'
*
i
|
i
!
'
{
'

.+ $578,988

$618,338

$2,367,958

$2,447,529

Less. portion due within one year

(431,767)

{445,899)

$1,936,191

$2001,630

Future princip_a\l repayments are due as follows:

2007 remainder
2008

2009

2010

2011 and thereafter

Shareholder loans

'
1
¥

$366,328
$329,239
'$346,486
1$371,304
- '$954,601

!
|
i

November 30/06

May 31/06

Working capital loan received during the first
quarter, provided by a director, and a company
controlled by a director, bears no interest, and is
not required to be repaid prior to September, 2007.
A further $391,500 was advanced during the
second quarter by directors, key employees and
companies controlled by directors, bearing no
interest, with no repayment requirements during
the next twelve months.

|
}

|

1
I
1
i
i
i

$451,500 $0

6. Convertible Debentures |

|
The company received $1,700,000 (November, 2005 $1,500,000 jand April, 2006 $200,000)
during the last fiscal year in financing by issuing a convertible debenture to Quorum Secured
Equity Trust (QSET), convertible in whole or in part into 28,333,333 common shares of the
Company, at the holders option, at a conversion price of $0.06 per common share during the first
2 years and increasing by 10% per year thereafter. This debenture, secured by a general security
agreement against assets of the Company, matures on December 15|, 2009 and bears interest of




“

8.5% per annum, payable quarterly. A representative from QSET has been appointed to the
Company’s board as a director. The principal amount of the debenture was originally classified as
a long-term liability as the strike price was not yet in the money, and issue costs for this debenture
are being expensed over the term of the debenture. In addition, there was a $10,000 fee related to
the convertible debenture, also due on maturity.

Pursuant to EIC 158, the convertible debentures were bifurcated as follows

Convertible debentures | $1,247,217 |
Equity portion of convertible debentures ‘ 462,783
| $1710,000

As at November 30, 2006, the Company was offside on financial covenants of this debenture, and
due to a requirement of GAAP, the equity portion and related issue costs of this debenture were

reclassified from share capital and long-term liabilities to current ilabllltleS The Company and |

QSET are currently in discussion regarding a resolution. i

!
7. Related Party transactions

During the first six months, the Company had the following transactions with related parties:

Paid rent and operating costs in the amount of $188,952 to a combany with common officers,
directors and shareholders. b
8. Stock-based Compensation t
Under the employee stock option plan, the Company may grant optlbns to its officers, directors,
employees and consultants up to 10% of the issued and outstandlng common shares. Options
granted under the plan have a maximum term of 5 years, with vestmg terms and conditions

determined by the board of directors when granted. The exercise price of each option shall be no
less than the market price of the Company's shares at the grant date of the options.

a) April 3, 2006, the Company issued 4,375,000 options to purchase common shares of the
Company at $0.10 per share, to its officers and senior employees. These options have a term of 5
years, and are vested evenly over the first 3 years of the term. 1 458 332 options are exercisable
as at November 30, 2006.

b) April 3, 2006, the Company issued 300,000 options to purchase common shares of the
Company at $0.10 per common share, to its consultants. These options have a term of 2 years,
with no vesting requirements, and all were exercisable as at November 30, 20086.

¢) The Company is required to record an expense in the period |ssued The fair value of these
options was estimated to be $11,460 for the first two quarters, wh|ch was recorded as a general
and administrative expense during the first two quarters, with an equal amount credited to
contributed surplus. The weighted average fair market value of warrants granted for the year
ended May 31, 2006 was $0.10 per option. The fair value of each option was estimated on the
date of the grant using the Black-Scholes option-pricing model with the follow:ng assumptions:

]
i
|
!



L)

+ Risk free rate 4%
+ Estimated hold period to exercise 2 — § years
+ Volatility in the price of the Company's shares 128%
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MODIFIED FORM 52-109F2

CERTIFICATION OF INTERIM FILINGS

{
'

[, Leslie R. Byle, Chief Financial Officer of Globel Direct, inc., cer{ify that:
|

1,

| have reviewed the interim filings (as this term is deﬁne;i in Muitilateral
Instrument 52-109 Certification of Disclosure in Issuers’ Annual and Interim
Filings) of Globel Direct, inc., {the issuer) for the mtenm period ending
November 30, 2006,
Based on my knowledge, the interim filings do not contain any untrue
statement of a material fact or omit to state a material fact required to be
stated or that is necessary to make a statement not misleading in light of the
circumstances under which it was made, with respect to the period covered by
the interim filings; : |

|
Based on my knowledge, the interim financial statements together with the
other financial information included in the interim filings fairly present in ail
material respects the financial condition, results of operations and cash flows
of the issuer, as of the date and for the periods presentcd in the interim filings;
and
The issuer’s other certifying officers and I are responsible for establishing and
maintaining disclosure controls and procedures for the issuer, and we have
designed such disclosure controls and procedures, or caused them to be

* designed under our supervision, to provide reasonable assurance that material

information relating to the issuer, including its consolldated subsidiaries, is
made known to us by others within those entities, pamcularly during the
period in which the interim filings are being prepared.

Date: January 29, 2007

(signed) “Leslie R. Byle”
Leslie R. Byle, CGA ?

Chief Financial Officer

Globel Direct, inc.



MODIFIED FORM 52-109F2

|
E
|
|
|
| - !
CERTIFICATION OF INTERIM FILIN G§
|
i

P
I, JLR Rlchardson ChaefExecutlve Officer of Globel Direct, inc., certify that:

1. [ have reviewed the interim filings (as this term is defined in Multilateral

' Instrument 52-109 Certification of Disclosure in Issuers’ Annual and Interim
Filings) of Globel Direct, inc., (the issuer) for the interifq period ending '
November 30, 2006; : |

I

2. Based on my knowledge the interim filings do not contam any untrue
statement of a material fact or omit to state a material fact required to be
stated or that is necessary to make a statement not mlsleadmg in light of the
circumstances under which it was made, with respect to the perlod covered by
the interim ﬁlmgs, : .

! .

3. Based on my knowledge, the interim financial statements together with the
other financial information included in the interim filings fairly present in all
material respects the financial condition, results of operations and cash flows
of the issuer, as of the date and for the periods presented:in the interim filings;
and : }

4, The issuer’s other certifying officers and [ are responsibl!e for establishing and
maintaining disclosure controls and procedures for the issuer, and we have
designed such disclosure controls and procedures, or caused them to be
designed under our supervision, to provide reasonable assurance that material
information relating to the issuer, including its eonsoltdated subsidiaries, is
made known to us by others within those entities, partlcularly during the
period in which the interim filings are being prepared. |

Date: January 29, 2007

i

S

" (signed) “J. R. Richardson” . : E

J. R. Richardson .

Chief Executive Officer
Globel Direct, inc.
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Form 51 02F1
MANAGEMENT DISCUSSION & ANALYSIS %

For the Second Quarter Ended November 30, 2006 !
! I

This Management Discussion and Apalysis (MD&A) comments on our o'peratlons performance and
financial condition for the quarter ended November 30, 2008. This MD&A should be read in
conjunction with the interim consoclidated financial statements for the quarter ended November 30,
2006 and the audited consolidated financial statements and related notes for the fiscal year ended
May 31, 2006 and 2005. The audited and interim consolidated fi nanmal statements have been
prepared in accordance with Canadian Generally Accepted Accounting Principles (GAAP) unless
specifically stated. The reporting and measurement currency in the audited and interim consolidated
financial statements and in this MD&A is in Canadian dollars. This MD&A has been prepared in the
form prescribed by Form 51-102F1 and provides the level of disclosure required for interim MD&A
pursuant to National Instrument 51-102. This MD&A was completed on January 28, 2007.

These interim financial statements have not been reviewed by the Companys audltors Grant
Thornton LLP. .

Overview

Globel has completed yet another challenging quarter, however is continuing to make strides forward.
Gross margins as a percentage of revenue have been steadily increasing,’ quarter over quarter, in line
with the objective of GIobels’Management to seek new business opportunities bearing recurring
revenue streams and higher profit margins, through client win-backs and;new opportunities currently
in the -sales pipeline. The Company continues to remain challenged with the current competitive
labour environment, higher than normatl interest costs on its long-term operating loan, and less than
optima! working capital. Management is currently seeking a new financing to address its current
working capital issues and believes that a few profitable quarters will assist in further stabilizing the

5
l

Company's financial position, and its ability to hire and retain the best empioyees Management

continues to monitor these issues and remains committed to fulflllung its vision of growth and
rebuilding shareholder value. .

Summary of Quarterly Results

For the Quarters Ended: .
-Nov " 30-Nov-05 31-Aug-06 31-Aug-05

Revenue 1,806,978 2,012,428 1,843,521 1,817,104
Gross Margin 880,293 780,359 815,184 737,685

EBITDA (See Non-GAAP Measure defined below) (56,662) . (308,580) (140,400) (127.008)




Income (Loss) from Operations ' (317,005) (4761 QO) ‘. © {382,985) (307,181)
Net Income {Loss} (317,005} (427,552) ' {382,985) (307,181)
Basic Income (Loss) from Operations per sharel (0.01) {0.01) 1 (0.01) (0.01)
Basic Earnings (Loss) per share (0.01) {0.01) . " (0.01) (0.01)
31-May-06 31-May-05 =  28-Feb-06 28-Feb-05
Revenue R 2,214,617 1,614,656 ! 1,892,102 2,176,047
Gross Margin 994,639 614,214 | 738,434 716.478
EBITDA (See Non-GAAP Measure defined below) 7,967 (342,726)" (264,628) (219,121}
i +
Income {Loss) from Operations (326,564) {784,985) (525,054) {465,342}
Net Income (Loss) : - (514,122) {553,880) (513.698) {390,342)
‘ !
Basic Income (Laoss) from Operations per share {0.01) {0.02) ' {0.01) {0.01}
Basic Eamings (Loss) per share {0.01) (0.02) ' (0.01) (0.01)
“Note Diluted per share amounts have not been presented as they are anti-dilutive !
Non-GAAP Measure

Globel Direct uses EBITDA (Eamings Before Interest, Taxes, Deprec:ataon and Amortizaticn), a Non-
GAAP measure to assess performance. Securities regulators require that issuers caution readers that
measures adjusted to a basis other than generally accepted accountlng principles (GAAP) do not
have standardized meaning under GAAP and are unlikely to be comparable to similar measures used
by other companies. EBITDA is presented solely as a supplementa! disclosure because management
believes it provides useful information regarding operating performance! We define EBITDA as Net
Earnings (loss) before Interest, Depreciation, Amortization, and non- operatmg items, as reflected |n
the above table.

Resuits of Second Quarter Ended November 30, 2006 ;

Revenue for the second quarter ended November 30, 2006 of the current fiscal year was $1.81
million, decreasing from the prior year's revenue of $2.01 million. This was a 10% decrease over the
prior year's quarter, however the prior years revenue included $0.1 million of lease inducement which
was reclassified at the last fiscal year-end and is now being amortized over the lease term. Year to
date revenues are $3.65 million vs last years period of $3.83 million. Again with the $0.1 adjustment
to the prior year period, revenues have remained stable. |

Production expenses during the second quarter decreased to $0.93 million from $1.23 million a year
earlier, resulting in an increase to gross margins for the quarter from 39% for last year's quarter to
49% for the latest quarter, which is consistent with Globe!'s current fiscal year trend to improve gross




margins through fixed cost containment, and towards a more revenue driven model. Year to date
production expenses have also decreased significantly from $2.31 million in 2005 to the current year
of $1.96 million. Gross margins have increased year to date from 40% in 2005 to 46%, a definite
indication that changes management has introduced are beginning to show results.

Administrative expenses of $0.75 million were incurred for the second ‘quarter of the current fiscal
year as compared with $0.91 million for the prior year's quarter. Selling and marketing expenses
increased slightly to $0.19 million for the current quarter, compared wuth $0.17 miltion for the prior
year. This increase is due primarily to the current labour market and Management is working diligently
to build a sales force that will drive additional revenue growth for future periods. Year to date
administrative expenses were $1.48 million vs. $1.65 million from the prior year. Selling and marketmg
expenses year to date were $0.41 million vs $0.30 million from the prior year

Bank charges and interest expense have increased to $0.16 million from $0.09 million for the prior
years quarter. This increase is due to the new convertible debentures secured at the end of the prior
years second quarter. Amortization expenses have increased slightly to $0.10 million, compared with
$0.08 million from the prior year, due to capital assets acquired through capital leases at the end of
the second quarter of the prior year. Year to date bank and interest lcharges increased to $0.30
million from $0.20 million for the prior year, again, increased as a result of the new convertible
- debenture not bearing interest for the first six months of the prior year. Year to date amortization was
$0.20 million vs. $0.15 million for the prior year due to amortization of assets under capital leases.

EBITDA for the second quarter, yielded a negative $0.06 million, compared with a negative $0.31
million from last years first quarter. EBITDA year to date was negative $0.20 million a significant
_improvement over the negative $0.44 million of the same period a year ago. Management anticipates

that incremental revenue increases will be the catalyst needed to move current EBITDA to positive

levels as gross margins continue to increase. .

Loss from operations and net loss reported for the second quarter ended November 30, 2006 was
$0.32 million. The same period last year had a loss from operations of $0.48 million and a net loss of
$0.43 million. Year to date net loss from operations and net loss was $0.70 million vs net loss from
operations in prior year of $0.78 million and a net loss of $0.73 million. Losses of the current year are
primarily related to Globel's fixed infrastructure, which has been maintained to certain levels in order
to support the Company’s longer-term objective of restoring profitability and growth.

Liquidity and Capital Resources 1

Working capital at the end of the second quarter was negative $2.92 mllhon compared with negative
$1.12 miltion at the most recent fiscal year end of May 31, 2008, for a decline of $1.80 million year-to-
date. This decline resulted from an offside financial covenant under the QSET convertible debenture.
Due to a requirement of GAAP, the equity portion and related issue costs, originally recorded in share
capital ($0.46 million) and long-term liabilities ($1.25 million), were reclassified to current liabilities.
" The Company and QSET are currently in discussion regarding a resolution. The Company’s working
capital ratio at November 30, 2006 was 0.27 to 1.0 versus 0.621t0 1.0 from the most recent fiscal year
end. Total current liabilittes have increased to $4. 34 million from $2.97 mllllon at May 31, 2006, again,
resulting from the reclassification of the debenture. '

|




During the second quarter ended November 30, 2006 Globel repaid $0.035 million of its long-term
debt and capital leases ($0.080 million year-to-date), and received new!shareholder loans of $0.39
million-($0.45 miilion year-to-date) to supplement current working capital r'equirements Total liabilities
have increased to $6.78 million from $6.29 million at the most recent year ended May 31, 2008, an

" increase of $0.50 million over the period directly attributable to the recIaSS|f|cat|on of the convertlble

debenture mentioned above. Total assets of the Company have decreased to $3.38 million, a decline
of $0.60 million since the year-end total of $3.98 million.

Off-Balance Sheet Arrangements |

Under the terms of operating leases for premises, including operatlng costs, and equipment, the
Company is obligated to make the following minimum payments:

1
|
|
2007 remainder $ 256,094 $ 82196 §$ 338290

Premises Equipment Total
2008 463,052 56,316 519,368
2009 411,761 30,476 442 237
2010 _ . 435,238 864 , 436,102
2011 and thereafter 377.784 - 377784

$ 1,943,929 $ 169,852 $ 2.113.781

Related Parties Transactions

During the first six months, the Company paid rent and operating costs in the amount of $188,952
(2005 - $190,872) to a company with common officers, directors and shar'eholders.

These transactions are measured at the exchange amount, which was the amount of consideration
established and agreed upon by the related parties. . ;

Share Capital
a) Authorized:

Unlimited number of Common shares

Unlimited number of First preferred non-cumulative shares ;
Unlimited number of Second preferred non-cumulative shares ]
Unlimited number of Series A non-cumulative non-voting first preferred shares
Unlimited number of Series A non-cumulative non-voting second preferred shares
Unlimited number of Series B non-cumulative non-voting second preferred shares
Unlimited number of Series C non-cumulative non-voting second preferreq shares

1
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b) issued:

~ Common: Number of Shares Amount
Balance, May 31, 2006 - 62,148,973 $8,366,641
Issued during the period 0 $0.
Balance, November 30, 2006 62,148,973 $8,366,641
'
Preferred: :
Balance, May 31, 2006 1,749,914 $1,632,810
Issued during the period . 0 $0
Balance, November 30, 2006 1,749,914 $1,632,810
' Less: Share issue costs ' !
Balance, May 31, 2006 $460,801
Incurred during the period $0
. Balance, November 30, 2006 $460,801
Total share capital, November 30, 2006 '$9 538,650

c) Per share amounts are calculated based on the weighted average number of common shares
outstanding during the period of 62,148,973 (2005 — 37,246 969) Diluted per share amounts have not
been presented as they are anti-dilutive.

d) There were no warrants issued during the period, and there were no warrants outstanding as at
May 31, 2006.

Changes in Accounting Policies

There have been no changes from pollcnes in effect as at May 31, 20086, the Company’s latest annual
audited financial statements. i
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Forward -looking Statements

Periodically Globel Direct and its representatives make writtén and spoken forward-looking
statements, including those contained in this Quarterly Report. Such ’forward -looking statements
involve known and unknown risks, uncertainties and other factors that may cause actual results to be
materially different from any future results expressed or implied by these statements. Such factors
include, but are not fimited to, the following: general economic and busmess conditions, changes in

" demand for Globel's services, changes in competition, the ability of Globel to integrate acquisitions or

complete future acquisitions, access to capital, interest rate fluctuatlonst its dependence on a smalt
number of clients for a large proportion of overall revenues and changes |n government regulation. In
light of these and other uncertainties, the forward-looking statements mcluded in this report should not’
be regarded as a representatlon by Globel that the Company’s plans and ci)bjectlves will be achieved.

Risks and Uncertainties i

The market for the Company’s direct marketing and business communlcatlons solutions is highly
competitive, characterized by ongoing technological development and rapld changes in customer
requirements. The Company's future success will depend on its ability! to continue to enhance its
current products and to develop and introduce, in a timely manner, new products that take advantage
of techno!oglcal advances and respond to new customer requirements. It may be necessary for the
Company to raise additional funds to support growth in these areas. |

Critical Accounting Est|mates |
The financial statements have been prepared on a gomg concern bass Whlch contemplates the

realization of assets and the sat|sfact|on of liabilities and commltments in the norma!l course of
business. [

In ‘the course of the preparation of financial statements in conformit)if with Canadian Generally
Accepted Accounting Principles, management must make estimates and!assumptions that affect the
reported amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the
date of the financial statements and the revenues and expenses for the jpeniod. Actual results could
differ from those estimates. ;
H
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Disclosure Controls and Procedures !

‘Management has ensured that there are disclosure controls and procedures that provide reasonable

assurance that material information relating to the Company is disclosed on a timely basis, particularly
information relevant to the period in which annual filings are being prepared Management believes
that these disclosure controls and procedures have been effective during the first six months ended
November 30, 2006. ' |
f

Proposed Transactions |
Globel Direct is currently seeking new financings to supplement its current working capital,- restructure
its existing debt instruments, and to enable the development or acquusmon of complementary
business services offerings. It is anticipated that some of these transactlons currently under non-
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binding letters of intent, will be completed, or close to completion by the end of the third quarter,
subject to applicable shareholder and regulatory approvals, if required.

Qutlook | | ; :
Fiscal 2007 is expected to deliver continued improvements to its profit ma:rgins, and to deliver revenue
growth, through the mining of additional sources of revenue through éxisting clients and through |
successful negotiations acquiring new and win-back clients. The company s management continues |
to work towards the building of a sustainable business model, which will allow the Company’'s excess
operating capacity to be fully utilized and thus enhance shareholder value

Dlrectors and Officers - | ‘:
J.R. Richardson — President, Chief Executive Officer, Dlrector '

Daryl H. Gilbert — Director

R. David Webster — Director '

Michael Goffin - Director
Sandi K. Gilbert — Senior Vice President, Strategy : '
Leslie R. Byle — Chief Financial Officer :

Investor Relations Contact - _

J.R. Richardson — President, Chief Executive Officer, Director
1324 - 36 Avenue NE

Calgary, AB T2E 851

Phone: (403) 531-6550 :

Fax: (403) 531-6560 ; f
Toll Free: 1-800-551-5721 ; §
Email: jr.richardson@globel.com : [ I!




