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WIRELESS2 Technologies Inc.
Consolidated Balance Sheets (Unaudited)

.
) . —.
¥ . L

" Expressed in Canadian Dollars Co [
RETE TR i IV
June 30 September 30
2008 2007
ASSETS o e | $ $
Current™ - : . . L
Cash-* e T 2,285,029 1,659,633
Accounts receivable .. R 257,771 324,273
Holdback receivable L R - .. 555278
1nvent0ly . \ T ‘ S 392,460 328,964
Prepaids ' . - el 31,557 27,104
e S L 2,966,817 . . 2,895,252
Propeny and equment v ]“ . "23500 . '18.295
Othef"assets ‘é, o ! - Mo 12,966 . . 14,692
e R DL , 3,003,292 ., . . 2,928,239
LIABILITES - - '~ o T N ,
+Current L - . o
‘Accounts payable and accrued liabilites ., . . 279,027 . 331,742
Deferred revenue T o 13,067 3,648
Loans payable (Note 4) . . 19,389 19,389
311,483 354,779
SHAREHOLDERS' EQUIITY . .
Share capital 14,500,112 14,500,112
Contributed surplus ... 401,309 - 401,309
Cumulative translation adjustment . (252,384) (279,509) .
Deficit (11,957,228) .. ; . (12,048,452)
2,691,809 - 2,573,460
3,003,292 2,928,239

See accompanying notes to consolidated financial statements

On behalf of the Board

“D.H. Blakeway” “K.R. Tolmie”
D.H. Blakeway K.R. Tolmie
Director Director



WIRELESS2 Technologies Inc.

Consclidated Statements of Operations (Unaudited)
Periods Ended June 30

Expressed in Canadian‘_‘l‘.}oll:ars,
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See accompanying notes to consolidated financial statements

2008 2007
Revenues ' 701,244 713,431
Cost of sales 445,017 439,733
Gross Profit . 256,227 273,698
Sales and marketing : 113,830 143,071
Depreciation and amaontization 3,327 4,597
General and administration 147,089 131,076
Research and developiment 37,553 58,935
Financing charges o 1,289 4,745
Foreign exchange loss (gain) {6,104) 30,188
296,984 372,612
Loss before income taxes {40,757) {98,914)
Income taxes 4,461 19
Net loss from continuing operations {45,218) {98,933)
Income (loss) from discontinued operations 108,294 (9,917)
Net Income (Loss) 63,076 {108,850)
Loss per share from continuing operations
Basic and diluted {$0.00) ($0.01)
Loss per share from discontinued operations
Basic and diluted $0.00 {$0.00)
Net income (loss) per share
- Basic and diluted "~ $0.00 ($0.01)
Weighted average number of shares '
Basic and diluted 18,789,892

18,812,213

2008 2007,
$ S ornant -.Ais_\m: &,
2,372,310 .. . 2,391,957
1,434,153 1,430,339
938,157 . 961,618
374,773 444,903
9,218 ... .. 13,590
408,735 '~ . . .370,450
144,537 185,320
4,128 29,407
8,972 16,809
950,364 , . 1,060,479
{12,207) (98,861)
4,863 480
(17,070) (99,341)
108,294 {9,917}
91,224 {109,258)
{$0.00) ($0.01)
" $0.00 ($0.00)
$0.00 ($0.01)
18,789,892 18,812,213

f'r_\n o B -
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" 'ﬁéla}icé at September 30, 2007, i

‘ Balance at June 30, 2007 b E

-

Wireless2 Technologles Inc. L
Consuolidated Statements of Shareholders’ Equity and Comprehensive Loss (Unaudlted) L
Nine Months Ended June 30, 2008 and 2007 T

Balance at September 30, 2006
Foreign currency translataon
income (loss)

Nal Ioss . : B

-

.3 LR}
P . .
- . PRl

Foreign currency transiation
income (loss}
Ne: income (loss)

Balance at June 30, 2008 . | '

See accompanying notes to consolidated financial statements
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Share
Capital
$

14,500,112

14,500,112

14,500,112

" 14,500,112
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Contributed

.

v

Surplus
$

401,309

'401,309

. 1401,309

401,309

-+ Accumulated

, Other

Comprehensive

se

Loss
$

fL.0 8
(225,585)

7 (30,765)
L I -

PR

Lo
I

9 (279 509)
27,125

- (252384)

Accumulated Comprehensive

Deficit Loss
$ T
(11795914) -
S -t (30,765) -
(109,258) .  '(109,258)
(11.905472) . (140,023)
i~ ] -t n
(12,048,452) .
. 27125
91,224 91,22¢ -
(11,957,228) 118,349

Total
Shareholders’

Equity
R $

v

Y BN

2,870,922

(30,755)

1 (109,258)

2,739,899

2,573,460

27125
91,224

2,691,809



WIRELESS2 Technologies Inc.

Consolidated Statements of Cash:Flows (Unaudited) - i nrerneis ™

Periods Ended June 30
Expressed in Canadian Dollars

f -0

OPERATING ACTIVITIES
Loss from continuing operations
items not involving cash: v

Depreciation and amortization

Foreign exchange adjustment ~ =
Non-cash working capital changes (Note 6)
Cash flows of continuing operations
Cash flows of discontinued operations

INVESTING ACTIVITIES
Property and equipment acquisitions
Other assets additions

FINANCING ACTIVITIES
Repayment of loans payable

Net (decrease) increase in cash

Cash, beginning of period
Cash, end of pericd

Supplementary Cash Flow Disclosure
Interest Paid
Income taxes paid

See accompanying notes to consolidated financial statements

IAEFORN

THIRD QUARTER NINE MONTHS
© 2008 2007 2008 2007
$ $ $ ]
(45,218) (98,933) (17,070) (99,341)
3,327 4,597 9,219 . 13.500
2,956 (53,555) 23,004 (29,315)
669,721 191,184 510,535 689,068
" 630,786 " 43,293 525,688 574.002
108,294 (9,917) 108,294 (9,917)
"-739,080 . (33,376) 633,982 564,085
(4,382) (6.027) (8,586) " (8,210)
. i - (1,885)
(3,382) (6,097) (8,586) - - (10,095)
- - : (109,671)
- ‘ - (109,671)
734,698 27.349 625,396 444,319
1,550,331 1,704,771 1,659,633 1,287.801
2,285,029 1,732,120 2,285,029 1732.120
4,461 19 4,863 480




WIRELESS2 Technologies Inc.

P '-'.r:;-_--~; A I ST P
Notes to Consolidated Financial Statements {Unaudlted) I T N RS A PINEI )
June 30, 2008 and 2007
Expressed in Canadian Dollars . Wt e Y AT
. e DR -.\ ‘; - - [ b 3 - “;- ." = R £
‘,1.1 NATURE OF OPERATIONS ‘ . Sy '
-4 Wireless2 Technologies Inc.. (the “Company ) fhrough its wholly-owned subs|d|aryddeS|gns and sells sophnstlcated
i ., communication surveillance and intelligence gathenng equ:pmer‘t for the law enforcement and defense industries in -
theUmtedStatesandCanada R T I T R T S TP R
:-sCHANGES IN ACCOUNTING POLICIES - | - R S G ano -7

Pl - . <

(a). Financial instruments, equity and comprehensive i) income -

Effective October-1, 2008, the Company adopted the: Canadlan Instltute of . Chartered Acoountants {CICA)

‘Section 3855, Financial Instruments = Recogmt:on and Measurement, Section.3861, .Financial_Instruments —
Disclosure and Presantatron -Section 3865, Hedges; Section -1530, Comprehensrve lncome and Section 3251,
Equity, prospectively without restatement of pricr periods. R Lt I S R . .

Section 1530 provides guidance on the reporting and presentation of comprehensive income. Comprehensive
income is the change in equity of an.enterprise dunng a period from transactions and other events and circumstances

_from non-owner sources. It includes all-changes in equity during a period except those from investments by owners

and distributions to owners.» Other comprehensive income comprises revenues, expenses, gains and losses that are

. recognized- in comprehensive income, but.are -excluded from net income calculated in accordance. with GAAP.

Subsequent to the adoption of this new standard, the Company recorded unrealized gains and losses on the
translation of self sustalmng foreign operations in other comprehensive income.

Under Sectson 3855 fi nanclal assets and liabilities are classifi ed as “either held for. trading, available for sale, loans
and-receivables, investiments held to maturity, and .other financial liabilities. Financial- assets classified as held for
trading and available for sale are measured on the balance sheet at fair value.- Subsequent change in the fair value
of held for trading financtal assets is recognized into net income immediately. Changes in the fair value of financial
assets available for sale are recorded in comprehensive income until the investment is derecognized or impaired at
which time amounts would be recorded to net income. Loans and receivables, investments held to maturity and-other
financial liabilities are measured on the balance sheet at amortized cost. - All derivative instruments.of the .Company,
mcludmg those embedded in other financial mstruments are reoorded at fair value and classn' ed as-held for trading.

On adOptmg Sectron 3855 and 3861, the Company classrf ed its.fi nancral assets and liabilities of cash, accounts and
holdback receivable, accounts payable and accrued liabilities, customer deposits and loans payable as held for
trading financial instruments. Adoptlon of thls new standard dld not have an impact on the Company s consolidated
f nancial statements L PO : . ' in oy

g - LI R N 7 . !

Sectlon 3865 replaces and expands prlor gwdance on hedglng relatronshlps by prescnblng when and how hedge
accounting may be applied. Application of hedge accounting is optional. The Company has not entered into any
hedge arrangements during the year. At September 30, 2007 and June 30, 2008, ttrere=were.:no outstanding
contracts.

Section 3251 requires separate presentation of changes in equity for the period from net income, other
comprehensive income, contributed surplus, share capital and reserves. The adoptlon of the new standard did not
have a material impact on the presentation of equity of the Company. : o . -

{b) Accounting changes .. f
Effective October 1 2006, the Company adopted CICA Section 1508, Accountmg Changes. The new standard allows

"~ for voluntary changes in an accounting policy only when the changes result in the financial statements providing

reliable and more relevant information, requires a change in accounting policy to be applied_retroactively unless
impracticable, requires prior period errors to be cormrected retrospectively and calls for enhanced disclosures about the
effects of changes in accounting policies, estimates and errors on the financial statements. It includes the disclosure,
on an interim and annual basis, of a description and impact on the Company’s financial results of any new primary
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source of GAAP that has been issued but is not yet effective. The ad0pt|on of tt:e new’ standard dno not' have an
impact on the Company’s financial position or on the resuits of itstoperations i .- HICT DD ERe oL T unl i

(TN -u!oui '“)-, o

-\f‘t‘"(-‘ boing -3 .'a’-' S

{c} Recent accounting pronouncements
In December, 2006, the CICA issued Handbook Section 1535, Capital Disclosures. The new standard requires
disclosure of qualitative and quantitative information that enables users of fi nancual staténients’ to-evaiuate the
Companys objéctlves ‘policiés and processes’ for managing’ capital)’ Thésé recommendations- are’ effectivé’ for the
Company's ‘interim’ and-annual reporting periods ‘beginning October 1, 2007 This new standard is ‘net expected to
have a material effect on the Company's consolidated financial statements or on its results of operations. i+ &'

In December 2006, the CICA issued Handbook Sections 3862, Finanbial Instruments — Disclosures:-and - 3863,
 Financial Instruments — Presentation, which will replace: Section 3861, Finaricial- instrumenis = Disclosure and
'Presentation. The new dlsctosure standard mcreases ‘the emphasis on-the risks assomated with both recognlzed and
‘ unredognlzed financial instrumentsand how those risks are martaged The 'fiew presentatlon standard carriés-forward
the forfner preséntation ‘réquiremeénts and are ‘efféétive for” the Companys ‘interim and “ahnual reporting periods
beginning October 1, 2007. This new standard has not hiad'a material effect oh the Company's donsblidated fir.ancial
statements

. li» e s /' . . - X . -
et R - e .

In March 2007 the CICA |ssued Handbook Sectlon 3031, Inventones whlch has replaced Sectlon 3G30 with the
" same title. The new Section establishes that inventories should bé' measured at the lower of cost and net realizable
value, with guidance on the detefminaticn of cost. These recommendations are effective for:the Company’s interim
and annual reporting periods beginning October'1, 2008 The Company is currently evaluatxng the |mpast of this new

(=

" standard on the consolidated financial statements <

in January 2006, the CICA Accounting Standards Board ("AcSB") adopted a strategic plan for the direction of
-accounting standards in Canada. As part of that plan, accounting standards in Canada for public companies are
expected to converge with Internaticna: Financial Reporting Standards (“IFRS") by the enid of 2011." The |mpact of the
transmon to IFRS on the’ Companys consolidated financial statements has not yet been dstermlned

¥

S BT e
A

3. SIGNIFICANT ACCOUNTING POLICIES ’ g

-t The -Company's financial’ statements have been prepared following Canadlan generally accepted accounting
principles. The measurement of certain assets and liabilities is dependent upon future events whose outcome will not
be fully known until future periods. Therefore the preparation of these financial statements requires management to
make estimates and assumptions that- affect the reported amounts of assets, liabilities, revenues and expenses.
Actual results may vary from those estlmated :

These unaudited interim consolldated fi nanmal statements should be read in conjunction with the Company 's annual
consolidated financial statements for the year ended September 30, 2007 as set out in the Company’s Annual Report.

&0 34 l.' . o - e
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4. LOANS & NOTES PAYABLE ' » .. i 2. w0 . o owfges o T

. 2008 2007

L P T Wi e i § .t h $

. : b e EE R TA I DR TR SN E LT P L B PP RRRET S . -
Loan Payable, non interest bearing ot BT B T 9,695 . i 9,695 -
4% Notes Payable ) . 9,694 . . . 9,684 ..
v R S Ao A T P LR RIS 20 0019,388 1T v L 01G;389

o e e . B L Y 2 S R

The Ioans&_notes}. are'dué.and Payablef'u T S TR A AV e e Lad o b
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5. CHANGE IN NON-CASH WORKING CAPITAL
- |‘"|“ o .u:\r.__- -3t .'J.l.'u"","" s :'--', S THIRD QUARTED g “ g NINE MONTHS
S et e g e e C 2008 T oo 2007w 2008 L oame b 2007
: Ve T, .u".""l.l R \ e L [ v i 1 eyl Lo

P Accounts receivable. .~ ' . .. ‘338.0,646 wr e -12893004 - .,6,6,502‘ . 1. 695123

: Holdback receivable . . - szt e _555,278. . -t 1, - 005,278 -

.- . inventory - vt et (61,045} ... -~ . .41889 . ,. . (63,496} - 1,917
Prepaids.«.. -~ . .. L e g : beow s nrs 9960 - (4453) - - 4,550
Accounts payable ’ ' (204 052) 14,521 {52,715) (14,923)
Customer deposits {2,234} (4,116) 9419 . 2,401
Change in non-cash working capita! . ., ., 669,721,,.-. . 191,184 , . 510,635. = 689,068
L PR T I ST I S . Tt

e o .‘,‘-‘» AR I A T YR+ ALCT T e T TR L L e
R R R A 1
6 COMPARATIVE FIGURES - Dok ml )

Certarn of the comparat:ve figures have been reclasssf' ed to conform to the current year S presentatlon

. 7. LEGAL MATTERS

. purchased the Company'’s electronic monitoring business in 2006.

. The Company has recelved notsce of a Iegal suit by Satellite "'racklng of People Inc which |t is named as a defendant
"The suit claims the company breached a non-compete agreement signed with STOP in 2005. Management believes
the suit to be incorrect and is defending against the suit and claiming an indemnity for any costs in relation to it which
exceed $25,000.: The indemnity is claimed from a company which assumed.the 2005 STOP contract when it

1 . s ' i Lo

8. FINANCIAL INSTRUMENTS -

The Company's financial instruments consist of cash, accounts receivable, holdback receivable, accounts payable
and accrued liabilities, deferred revenue and loans payable. . - .

- The Company:-has classified cash as held for trading measured at fair value with any:gains or losses identified during
periodical evaluations recorded in net income. :The carrying value of these financial assets approximates their fair
value due to the relatively short period to maturity.

Accounts and holdback receivable are classified as loans and receivables and are measured at amomzed cost using
the effective interest rate method.
Accounts pay‘abllle‘ and accrued liabilities, deferred revenue and - loans payable are, classified as. other financial
liabilities and measured at amortized cost. The carrying value of these other financial Ilabilltres approximates fair value
due to the relatively short pericd to maturity.

(a} Financial Risk Management

The Company’s activities expose it to a variety of financial risks including market risk (foreign exchange and interest
rate risk), credit risk and liquidity risk. Management reviews these risks on an ongoing basis to ensure that the risks
are appropriately managed. The Company may use foreign exchange forward contracts to manage exposure 1o
fluctuations in foreign exchange from time to time. The Company does not have a practice of trading derivatives and
has none outstanding at June 30, 2008.

{b) Interest Rate Risk

The Company's objective in managing interest rate risk is to monitor expected volatility in interest rates while also
minimizing financing expense levels. Interest rate risk mainly arises from fluctuations of interest rates and the impact
on the retum eamed on cash and the expense on floating rate debt. On an ongeing basis, management monitors
changes in short term rates and considers long term forecasts to assess potential cash flow impacts to the Company.
The Company does not currently hold any financial instruments to mitigate its interest risk. Cash earns interest based
on market interest rates and there is no floating rate debt outstanding.



{c) Foreign Exchange Risk
The Company’ operates on an internatidnal basis ‘and is subject to foreign exchange risk exposures arising from
‘transactions denomirated in a foreigi cimency. The Company’s objective is to minimize the impact of the volatility
related to financial assets and Itabrlmes denominated in a foreign currency where possible through effective cash flow
management.- F?Jrelgn currency exchange risk is Ilmrted to the portron of the Company's-business transactions
denominated in clirencies other than Canadian dollars On an ongoing basis, management monitors’ changes in
- foreign currency‘exchange rates as well as consrdenng Iong term forecasts to assess the potential cash flow’ rmpact to
: the Company The‘bompany has elected not to actrvely manage the foreign exchange exposures at this tlme

S SR [ Rt

ee R . ot e,

(d) Credit Rrsk b S
* Credit Risk is'the'risk of a financial loss to the Company’if a customer or counterparty to'a financial instrument fails to
meet its contractual obligations. The Company is exposed to credit risk through its cash and accounts receivable. The
Company manages the credit risk associated with its cash by holding its funds with reputable financial institutions and
investing in only highly rated securities that are traded on active markets and are capable of prompt Ilqmdatlon Credit
risk for accounts and holdback receivables are managed through established credrt monitorrngr acdvrtres The
Company also 'mitigates~ifs ‘credit risk “on"trade” accounts” receivable by obtaining a- cash® depdsit fiom certain
customers.

l»‘ -

The Company has a concentration of customers in government agencies and law enforcement: ‘Losses undei' trade
‘accounts receivable have been historically msugnlﬁcant The credit wortnlness of new customers is’ subject to review
by management and that of existing customers is monitored. - D o

(4] [ l},"' ¥

The Company reviews its trade receivable "accounts regularly and amounts ‘are written down to their expected
realizable value when the account is determined not to be fully collectible. The bad debt expense is charged to net
income in the period that the account is determined to be doubtful. The Company does not currently have an
allowance for doubtful accounts. e

{e) Liguidity Risk ' ) : i

The Company's objective related to liquidity risk is to effectively manage cash flows to minimize the exposure that the
Company will not he able to meet its obligations associated with financial liabilities. On an ongoing basis,
Management manages" Ilqmdlty -risk by maintaining adequate cash balances. Managément believes that forecasted
cash flows from operating activities will provide sufficient cash reqUIrements to cover the Company's forecasted
normal operating and budgeted capital expenditures.

CAPITAL RISK MANAGEMENT
Management's objectives when managing capital are to safeguard the Company’s ablllty to continue as a going
concern, to provide an adequate return to-shareholders, to meet externai capital requirements: and preserve fi nancral

flexibility in order to benefit from potential opportunities thatmay arise T s e _
T A :
e [ A TR 1
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.Management Discussion & Analysis- - | N e
as at August 22, 2008 BTN T e e e

The foﬂowing_discussion and analysis should be read in conjunction"with “the ‘audited" consalidated
financial statemeénts“of the :Company,-and the' notes relating therelo, -as.'well as rhe Report fo

]

Shareholeérs and other- management discussion in- the 2007 Annual Report filed on SEDAR -

A i -:."" t" R o B [T Gy :
This report includes forward-looking statements that are based on cunent expectat:ons and are subject fo
risks and uncertainties. Many internal and exteral factors may cause actual results to differ materially
including, but not limited to, those outlined.in Risk Management in the 2007 Annual Report. The: Company
disclaims any intention or obligation to update or revise-any such forward-looking statements, whether as
a result of new information, future events or othenwse B L A LR L
Addmonal mformat.ron relating to the Company is fi !ed on SEDAR at www.sedar.com

N oot Favsr s v L
The attached financial statements Rave'not been reviéwed by the Company's audltors
. RN Vi N -

Genera) Overview | Lol
Strategic Technologies Inc. changed its name to Wireless2 Technologles Inc. in October, 2006 W|reless2
Technologies Inc. (“Wireless2”) is incorporated under the laws of British Columbia with its corporate head
office located in Surrey, British Columbia. Wireless2's wholly owned subsidiary, Tactical- Technologles

Inc. (“Tactical”), has manufacturing facilities in Holmeés, Pennsylivania.

The Company’s core business is the manufacture and sale of sophisticated surveillance equipment to the
Law Enforcement Community. Since 2006, the Company only operates in one segment, Law
Enforcement, being the manufacture and sale of wireless radio frequency |dent|l' catlon equment
T 3

The consolidated financial statements inciude the results and financial posmon of Wireless?2 Technolog:es
Inc. and its wholly owned subsidiaries, Tactical Technologies, Inc. and Strategic Monitoring Services, Inc.
(inactive). All significant inter-company transactions and balances hav& been eliminated on consolidation.
Revenues include the gross amount billed to customers for sales of prodiicts and related -services plus
interest eamed on cash balances. Cost of sales mcludes direct expenses related to the manufacture of
products sold. o

Results of Operations

The consolidated financial statements for the third quarter and nine months ended June 30, 2008 include
the results and financial position of Wireless2 Technologies inc. and its wholly owned subsidiary, Tactical
Technologtes Inc. The Company denves the majonty of its revehues in United States dollars

Consolidated revenues for the third quarter ended June 30, 2008 were $701.244 ($2,372, 310 for the nine
months) compared to $713; 431 (82,399, 957 for the nine months) for the same period last yéar. Total
‘gross prot” it for the third quarter 'was 37% (40% for the nine months)-of revenues compared to 38% (40%
for the nine months) in the prior year. The change in gross profit percentage is attributable to the changes
in sales volumes against which overheads may be absorbed and the product mix of sales.

Expenses decreased $75,628 or 20%($110,115 'or 10%-for*the nine months) to $296,984 ($950,364 for
the nine months) from $372,612 ($1,060,479 for the nine months) in 2007. Selling expenses decreased
$29,241 ($70,130 for the nine months) mainly the resuit of a reduction in- personnel. General and
administration increased $16,013"($38,235 for the nine months) which is attributable. to ‘increased
profe’ssuonal fees. Research and development expense decreased $21,382 ($40,783 for the nine monttis)
refiecting‘a reduction in personnel as compared to 2007: The foreign exuhange loss decreased $36 292
($7 837 for the mne months) &s oompared to the 2007 penod B ' oo

The net Ioss from contmumg operatlons for the third quarter was $45 218 and $0.00 per share (a loss of
$17,070 for the nine months and $0.00 per share. This compares to a net loss from continuing
operations of $98,933 and $0.01 per share {$99,341 and $0.01 per share for the nine months) in 2007, In

addition, the Company had income from discontinued operations of $108,294 and $0.00 per share



(108,294 and $0.00 per share for the nine months) compared to a loss of $9, 917 and $0 00 per =hare
{($9,917 and $0.00 per share for the nine months}) in 2007. . o )

Loss from Discontinued Operations ;5 ¢ oo w0 by ot LR LR Mo

In September, 2006, the Company sold its. Corrections DWISIOI‘I |nclud|ng subsudlary, On Guard Plus
Limited (See September 30, 2007 Annual Report)..Accordingly, the.operating results of the Division have
been classified as a discontinued operatlon and comparatwe fi gures restated.

i . i D £ A l t B i . LI ]

(- . . - - , . e \ AT e . s N . . i . e S

. Quarterly Results . .- 3"’ Qtr,2008 a2 Qtr,-zooa 1% Qtr2008. 4" Qtr 2007,
(Unaudited} . e _,z TR $ - o o o 8 $- '
Revenues from continuing . a P
operations 701,244 898,482 772,584 947 986
Income (loss) before dlscontmued
operations S (45218 - - 37539 . - (9,291) {114.322)
Income (loss} from dlscontmued
operatlons 108. 294 - - . 28959y

A Yo ol f-':) v Y ‘-, P ot

Netincome (Ioss) o« : 63 076 o 37539 . .,.(9,391) (143.281)

: Netincome (lcss) per share - - e E S . Py y
Basic and diluted .5 .000 .. 0.00 , (0.00) (0 01)
Quarterly Results 3U0tr 2007 2™ @tr2007  19Qr2007 4™ Qtr 2006
(Unaudited) .. ... - . $ - $ S $
Revenues from contmumg '
Operatlons .o o . 716,431 ., 989,453 689074 i, 681816
lncome (loss) before dlscontlnued o ) HERETRE Y
operations (99,341) 45,236 (45,643) 2,301 ,305
Income (loss) from discontinued . Lo , : .

. Operations .. - - 9917 ... re T Al e = ..., 253,271
Net income (loss) ’ (108,850) 45,236 (45,643) = 2,554,576
Net income (loss) per share —

Basic and diluted (0.01) (0.00) (0.00) 0.14

The fluctuation in revenues is attributable to ‘the,'chan‘ges in the level of purchasing under major
government agencies purchase orders. The fourth quarter of fiscal 2006 reflects the net effect of the sale
of assets. A significant progortion of the Company's revenues and expensas are generated in US dollars.
Revenues and expenses for 2006 and 2007, were,reduced as the average exchange rate fell from 1.22 in
2005 to 1.14 in 2006 and .1.14.in 2007L The exchapge rate ffor the first three guarters of 2008 averaged
1.00., . L, T .

Liquidity '

Worklng capital at June 30 2008 was $2, 655 3341qn mcrease of $1 14 861 from September 30, 2007.
LR T D OTR

In the thlrd quarter operatlng actlwtles generaied cash of $630 721 ($525 688 for the nine r'lonths)

compared to $43,293 ($574,002 for the nine months)-in 2007. Discontinued operations generated cash of

$108,294 ($108,294 for the nine months) compared.fo using cash of $9,917 ($9,917 for the nine manths).

The cash generated reflects, the-collgetion of the holdback recejvable of $555, 278 and the, settlement of

an outstanding tax matter which generated $108 294: Investments in.new |eqmpnaent and assets used

cash of $8,586 compared to $10,095 in 2007. The Company repa:d loans payable of $109 6711in the nine

months in the pnor year. , ¢ . Gl L BV g L3, T

{J T L
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- Cagpital Resources T

. At_June 30,- 2008, the Company. had workrngycaprtal of $2 655344 as compared to $2,540,473 at
September 30, 2007. The Company has no long term debt and had,18, 789 892 common shares, issued
and outstanding at June 30, 2008.

‘ e
The Company had no commitments for material capital expendltures as of June 30, 2008 FRATEET
] -|,,i.. "v“, eyt V-~ ""‘"J . ';
The Company has no- ltnes .of credrt or other sources of fi nancrng whrch have been arranged or are berng
" negotiated. The Company has no investments in asset backed commercial paper or derivates. "

.

hl - o . - £ s . . - 4 v
BRI oo AT el

The Company has’ adequate capital resources to meet aII its . oblrgatrons and. fund operatlons going
forward for the foreseeable future.

o ‘lr.u AR TR S
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T T AT T R s S T e Payments Due hyPenod R RS
Mo TR e e e s Lgsg than Tt T 1.3 ‘4 5 “After
" Contractiral Obligations " Total ~ -+ 73 4 year "'years © -Years - Syears
o Operatrng Léases | "o 643,405 -1 - 83,300 -0 132,361 - - 140,423 307,021
cans Payable -~ > C.onn19,389* -0 "$19,389 -0 L Lm o o Ll
Total Contractual
Obligations T s s $662,494 - $19,389 132,361 140,423 - 307,021
*Not including interest -

payments

Off-Balance Sheet Arrangements A s .
The Company does not have any off-balance sheet arrargements rn place S b

IR , oo
Transactions with Related Parties
Management fees of $58,500 (2007 - $56, 625) were charged by oompanres controlled by |'1drvrduals who
- are officers'or directors of the Company.

Critical Accounting Estimates - : S ' ‘

The Company's financial statements' have’ heen prepared followmg Canadian- generally accépted
accounting principles. The measurement of certain assets and liabilities is dependent upon future events
whose outcome will not be fully known until future periods. Therefore the preparation of these financial
statements requires management to make estimates and assumptions that affect the reported amounts of
assets liabilities, revenues and expenses Actual results may vary from those estrmated

" In particular, the amounts recorded for amortization of property and equipment and mtanglble assets are
based on &Stimates of the remarnrng useful lives of such’ asséts. Furthermoré, the provrsron for warranty
claims is based on past expérience and the most currently available information regarding warranty costs.
These estimates and those related to the cash flows used to assess the poteritial impairmént of property
and equipment, intangible assets and goodwill are subject to measurement uncertainty and the impact on
the"finandial statements of futuré: penods could be’ matenal ’Such estimatés and' assumptlons have been
made using careful Judgmenls which in management s ‘'opinion, are'within reasonable iimits of materralrty
and conform to the srgmfrcant accountrng po.rcres summarrzed in Note 3 to the oonsolldated ﬁnancral

- statements. :

' R S 5 S .
B ' [ 4 .
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Looking forward '

“"Wireless2 has been tooking ‘at business opportunities dunng 2007 and the first ‘three’ quarters of fiscal 2008
v and will continue to search-for technologies which will provide growlh opportunrtres ‘and shareholder value.

At present, Tactical continues to be successful in its' field and generates approximately $3.0 million in
~_revenues annually. Tactical moved to a larger facility in the second quarter of 2007. Tactical had a backlog

" of approximately $550,000 at June 30, 2008 which compares favorably wilh prior periods. - :

m o



L

Tactical has received orders with US government agencies totaling approxtmately $760,000 in its"third
quarter and will be delivering them' throughout the balance of the year Tactlcat expects to achleve
positive et earnings for fisdal 2008, ' = w0 SRR L S A L

H a-_ 4
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Risk Management

Business risks - -~ 0 7 0 R i T e e L1 UMD O R
Although the market for our products appears to be expandlng. our ability to remain competitive is
dependent upon-assessing changing markets and providing new products-and capabilities. There can be
no assurances that we will be able to do so or to meet changes in the marketplace or that the sale of hew
products will be profitable. Some of our competltors have greater fi f nancial resources and may be able to
sustain recurring losses to establish market sharé at our expense.' " 5" ‘;-i R
Fareign exchange risks and inflation

The Company generates the majority of its revenues in U.S. dollars. It records foreign currency
denominated working capltal items (generally-cash, accounts receivable and certain accounts payable} in
the financial statements in Canadian dollars-based on spot rates for the currency at the end of the
reporting period. -To date, the Company has not-engaged in any cuirency hedging to minimize. the efiects
of foreign exchange gains or losses, Exchange rate fluctuations are partially offset by a.naturakhedge in
that some of the expenses it incurs and its law enforcement division are denominated in U.S, currencies.

The Company. does not hold and has not entered into a market risk sensitive mstrument for tradmg
purposes. ST

The Company believes that inflation and other changes in prices have not had a material effect on it. A

Changes in accounting policles including inltial adoption :

The Company adopted certain new accounting policies beginning January 1 2007 as required by GAAP.

A summary of the newly adopted accountlng policies is included herein,
' "1 ' ’ A

Financial instruments, equify and comprehensive income ~

Effective October 1, 2006, the Company adopted the Canadian Institute of Chaltered Accountants (CICA)

Section 3855, Financial Instruments — Recognition and MeaSurement; Section 3861, Financial

Instruments — Disclosure and Presentation; Section 3865, Hedges:. Saction, 1530, Comprehensive

Income; and Section 3261, Equity, prospectlvely without restatement of prior periods. .

Section 1530 provides gwdance oh. the reportlnq and presentaﬂon of comprehenswe income.
Comprehensive income is the change in equity of an enterprise during a period from transactions and
other events and circumstances from non-owner sources It includes all changes in equity during a period
except those from investments by owners and distributions to owners. Other comprehensive income
comprises revenues, expenses, gams and.losses that are recognized in comprehensive income, but are
excluded from net income calculated in accordance with GAAP,, Subsequent to the adoptlon of thls new

-standard,. the Company recorded unrealized gains and Iosses on, the translatlon of self, sustalnlng forelgn

operations in other comprehensive income.. ... .. T LT L

Under Sectlon 3855 fi nanc;al assets and Ilabllmes are clas..lf ed as. eﬂher held for tradlng avallable for

sale, Ioans and recewables ‘investments held to matunty and other fi nancna! liabilities., Financial assets
,.classn’ted as held for trading and available. for sals are measured on the balance, sheet- at fair value.

Subsequent change in the fair value of held for tradlng financial assets is recognlzed into net income
immediately. Changes in the fair value of financial assels available for sale are recorded in
comprehensive income until the investment is derecognized or impaired at which time amounts weuld be

.recorded to net mcome Loans and receivables, investments held to maturity and, other fi nancaal I|abII|t|es
“are.measured on the balance sheet at amortlzed cost, On adoptlng Section 3855and. 3861, the Company

classified its fi nanmal assets and Itabthtres of cash, accounts and holdback recewaole accounts payable
and accrued liabilities, customer depos:ts and Ioans payable as held for tradlng fi nancnal Jnstrurnents
Adoption of this .new standard 'did not have, an, lmpact on the (‘ompanys conso Jdated fi nanclal
statements.

Section 3865 replaces and expands prior guidance on hedging relationships by prescribing when and
how hedge accounting may be applied. Application of hedge accounting is optional. The Company has




- not.entered into any hedge arrangements dunng the year At September 30, 2007 and June 30, 2008
therewere.no outstanding:contracts. . Coeve o ten g L ey .
N > ot R AT AR v L LS Gt -‘m 1E1 ¥
Seotton 3251 requ1res separate presentation ofchanges in eqmtylfor thetpenod {from net fncome other
comprehenswe income; . contributed , surplus, . share, capltal -and reserves i The, adoptlpn .of .the new
standard did not have a material impact,on.the presentapon of eqwtmof ths Company STy
.Accounting changes - =.r-. . Vleme
Effective,October-1, 2006, the Company adopted CtCA Sectpon 1506 Acoountmg Changes The, new
standard allows for voluntary ;changes in an. accounting policy. only when the .Changes resqlt in the
financial statements providing reliable and more relevant information, requires a change in acoountlng
policy to be applied retroactively unless impracticable, requires prior period emors to be comected
retrospectively and calls for enhanced disclosures about the effects of changes in accounting policies,
estimates and errors on the financial .statements. It includes the disclosure, on an interim and annual
basis, of a description and impact on the Company's financial results of any new primary source of GAAP
that has been issued but is not yet effective. The adoption of the new standard did not have an impact on
the Company's financial position or on the results of its operations. \
Recent accounting pronouncements
In October, 2006, the CICA issued Section 1535, Capital Disclosures.
The new standard requires disclosure of qualitative and quantitative information that enables users of
financial statements to evaluate the Company's objectives, policies and processes for managing capital.
These recommendations are effective for the Company's interim and annual reporting periods beginning
October 1, 2007. This new standard has not had a material effect on the Company's consolidated
financial statements or on its results of operations.

The CICA also issued Section 3862, Financial Instruments — Disclosure and 3863, Financial Instruments
— Presentation in October 2006. These sections will effectively replace existing Section 3861, Financial
Instruments — Disclosure and Presentation effective for the Company’s interim and annual reporting
periods beginning October 1, 2007. Section 3862 requires disclosure by class of financial instruments that
enable users to evaluate the significance of financial instruments for the Company’s financing position
and performance. Disclosures are also required of qualitative and quantitative information that enables
users of financial statements to evaluate the nature and extent of the Company's exposure to the risks
arising from financial instruments, specifically credit risks, liquidity risks and market risks. Quantitative
disclosures must also include a sensitivity analysis for each type of market risk the Company is exposed
to and how net income and other comprehensive income would be affected. The Company does not
expect the new standard will have a material impact on its consolidated financial position or on its results
of operations. Section 3863 carries forward the presentation requirements of 3861 already adopted by the
Company. The new standard has not had a material impact on the consolidated financial position or the
results of operations of the Company.

In March 2007, the CICA issued Handbook Section 3031, Inventories, which has replaced Section 3030
with the same titlte. 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. These recommendations are
effective for the Company's interim and annual reporting periods beginning October 1, 2008. The
Company is currently evaluating the impact of this new standard on the consolidated financial statements.

Disclosure Controls and Procedures

The Chief executive Officer (CEQ) and Chief Financial Officer (CFQ) are responsible for establishing and
maintaining the Company's disclosure controls and procedures and internal controls over financial
reporting to provide reasonable assurance that material information about the Company and its
subsidiaries would have been known to them and regarding the reliability of financial reporting and the
preparation of financial statements for extemnal purposes.

The CEQ and CFO have evaluated and concluded that the Company's disclosure controls and

« procedures are adequately designed and effective for providing reasonable assurance that material
information relating to the Company, including its consolidated subsidiaries, would have been known to
them as of the fiscal year ended September 30, 2007.



As well, as of the end-of the fiscat year ended September 30, 2007, the CED and CFO have evaluated
and concluded that the Company's internal controls over financial reporting have been adequately to
provide reasonable assurance regardlng the reliability of financial reportmg and the preparation of
financial statements for extemnal purposes. Howevar, control'systems, no matter huw well designed and
operated, ‘have inherent ‘limitations, therefcre, those’systems, although determinied: to’ be” adequately
designed, can provide only reasonakle assurance that the objectives of theisystem are met.

During the fiscal year ended September 30, 2007 and the nine months ended June 37, 2008, there was
no change in the Company’s internal controls over financial reporting that has matenally alfected “or 1s

reasonabfy likely to matenaiiy aﬁect the internal control over fi ranmal reportmg s
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