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JEWETT
SCHWARTZ

J SWWOLFE & ASSOCIATES

CERTIFIED PUBLIC ACCOUNTANTS

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of
M2 Global, Ltd. and Subsidiaries

We have audited the accompanying consolidated balance sheets of M2 Global, Ltd. and
Subsidiaries as of December 31, 2008 and 2007 and the related consolidated statements of
operations, consolidated changes in shareholders' equity (deficit), and consolidated cash flows for
the years ended December 31, 2008 and 2007. These financial statements are the responsibility
of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of M2 Global, Ltd. and Subsidiaries as of December 31, 2008 and 2007 and
the results of its operations and its cash flows for the years then ended December 31, 2008 and
2007 in conformity with accounting principles generally accepted in the United States of
America.

/s/ JEWETT, SCHWARTZ, WOLFE AND ASSOCIATES
Hollywood, Florida
June 9, 2009

200 SOUTH PARK ROAD, SUITE 150 ¢ HOLLYWOOD, FLORIDA 33021 « MAIN 954.922.5885 * FAX 954.922.5957 « WWW.JSW-CPA.COM
Member - American Institute of Certified Public Accountants e Florida Institute of Certified Public Accountants
Private Companies Practice Section of the AICPA  Registered with the Public Company Accounting Oversight Board of the SEC



M2 GLOBAL, LTD AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

CURRENT ASSETS
Cash
Accounts receivable, net
Prepaid expenses
TOTAL CURRENT ASSETS
PROPERTY and EQUIPMENT, net
DEPOSITS
INTANGIBLE ASSETS, net

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIT)

CURRENT LIABILITIES
Accounts payable and accrued expenses
Deferred revenue
Loans payable

TOTAL CURRENT LIABILITIES

LONG TERM LIABILITIES
Convertible debt

TOTAL LIABILITIES
COMMITMENTS AND CONTINGENCIES

SHAREHOLDERS' EQUITY (DEFICIT)

Common Stock and additonal paid in capital, no par value:

100,000,000 shares authorized, 25,769,230 and 25,000,000 shares issued
and outstanding as of December 31, 2008 and 2007, respectively

Accumulated deficit

TOTAL SHAREHOLDERS' EQUITY (DEFICIT)

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIT)

December 31, December 31,
2008 2007

$ 222,000 N -
2,246,000 740,000
65,000 5,000
2,533,000 745,000
398,000 =

11,000 =
32,388,000 -

$ 35,330,000 $ 745,000
$ 609,000 $ 217,000
1,158,000 -
1,169,000 68,000
2,936,000 285,000
32,475,000 -
35,411,000 285,000
16,608,000 14,608,000
(16,689,000) (14,148,000)
(81,000) 460,000

$ 35,330,000 3 745,000

The accompanying notes are an integral part of these consolidated financial statements
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M2 GLOBAL, LTD AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Years Ended

December 31,
2008 2007
CONTRACT REVENUES EARNED $ 457,000 $ 739,263
COST OF REVENUES EARNED 95,000 -
GROSS PROFIT 362,000 739,263
OPERATING EXPENSES
Software development & consulting 701,000 63,600
Professional services 124,000 60,000
General and administrative expense 851,711 85,000
Public company costs 111,000 67,466
Impairment of intangible asset - 14,420,000
Depreciation and amortization 28,000 -
Total operating expenses 1,815,711 14,696,066
LOSS FROM OPERATIONS (1,453,711) (13,956,803)
INTEREST EXPENSE 1,087,000 3,986
LOSS FROM CONTINUING OPERATIONS $  (2,540,711) $ (13,960,789)
BASIC AND FULLY DILUTED NET LOSS PER SHARE $ 0.10) § (0.56)
WEIGHTED AVERAGE SHARES OUTSTANDING 25,384,615 25,000,000

The accompanying notes are an integral part of these consolidated financial statements
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M2 GLOBAL, LTD AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended December 31, 2008 and 2007

Cash flows from operating activities:
Net loss

Adjustments to reconcile net loss to net cash
used in operating activities:
Impairment of intangible asset
Depreciation and amortization
Allowance for doubtful accounts
Changes in operating assets and liabilities:
Accounts receivable
Prepaid assets
Deposits
Accounts payable and accrued expenses
Deferred revenue

Net cash used in operating activities

Cash flows from investing activities:
Purchase of intangible asset
Cash paid for acquisition in excess of cash received

Net cash used in investing activities

Cash flows from financing activities:
Proceeds (repayments) from promissory note
Proceeds from convertible note
Proceeds from loans payable
Proceeds from sale of common stock
Net cash provided by ﬁnancing activities

NET INCREASE IN CASH
CASH AT BEGINNING OF YEAR

CASH AT END OF PERIOD

Supplemental disclosure of cash flow information:
Cash paid during the year for interest

Cash paid for taxes

2008 2007
$ (2,540,711)  $  (13,960,789)
- 14,420,000
28,000 ’
69,000 ;
(1,575,737) (739,263)
(60,876) (4,124)
(11,000) -
392,410 216,590
1,158,000 ]
(2,540,914) (67,586)
(32,388,000) :
(426,000) -
(32,814,000) -
(67,586) 67,586
32,475,000 -
1,169,000 -
2,000,500
35,576,914 67,586
222,000 :
$ 222,000 $ -
$ - $ -
$ - $ -

The accompanying notes are an integral part of these consolidated financial statements



M2 GLOBAL, LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2008 and 2007

NOTE 1 - ORGANIZATION

Overview

M2 Global, Ltd. (the Company) was incorporated on December 13, 2006 under the International
Business Corporation Act of Antigua and Barbuda (IBC Act).

The Company operates as a financial and healthcare services technology company that develops,
operates and licenses proprietary technology used to enable platform interoperability and in the
initiation and settlement of electronic payments.

In addition to developing internal intellectual property, the Company also acquires intellectual
property that materially complements their products and operations. All the core technology
critical to the business is owned. As a result, the Company’s model allows for acquisition of
similar processing businesses, as they can be absorbed into the current fixed cost base with little
incremental cost. This model allows for an otherwise marginal business to become profitable
once under the Company’s infrastructure. Duplicative fixed costs and reliance on an existing
infrastructure allow for unprofitable acquisition targets to become profitable. The low variable
cost of software-based products will generally yield higher margins, provided fixed costs are
contained.

The Company’s management is targeting acquisitions in four high-growth, high margin markets;
international remittances, location-based services, prepaid debit cards and health care automation.

The Company’s wholly owned subsidiaries include the following:

M2 Systems Corporation and its wholly owned subsidiary, Muscato Corporation, (collectively
referred to as M2 Systems) are incorporated under the laws of the state of Florida. M2 Systems is
engaged primarily in the development and sale of software which serves the online transaction
processing systems marketplace. M2 Systems primarily serves organizations which are located
throughout the United States and operate in the banking, healthcare, insurance and transportation
industries.

M2 Financial, Ltd, (M2 Financial) was incorporated on June 10, 2008 under the IBC Act of
Antigua and Barbuda and specializes in global outsourcing of host based prepaid cards, merchant
acquiring and electronic payment processing.

M2 International, Ltd. (M2 International) was incorporated on June 10, 2008 under the IBC Act.
M2 International specializes in patent and software licensing businesses and is essentially an
outsourced research and development lab for companies needing state-of-the-art fraud
technology, e-commerce muscle and geo-location database technology in order to meet the
expectations and challenges of today’s dynamic financial services world.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation
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M2 GLOBAL, LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2008 and 2007

The consolidated financial statements include the accounts of M2 Global, Ltd. and its wholly
owned subsidiaries, M2 Systems Corporation, M2 Financial, Ltd. and M2 International, Ltd. All
significant intercompany balances and transactions have been eliminated in consolidation.

The consolidated financial statements reflect the operations of M2 Systems since the date of its
acquisition on August 29, 2008.

Revenue Recognition

The Company recognizes revenue in accordance with the provisions of Staff Accounting Board
(SAB) 104, “Revenue Recognition”, which states that revenue is realized and earned when all of
the following criteria are met:

(a) persuasive evidence of the arrangement exists,

(b) delivery has occurred or services have been rendered,

(c) the seller’s price to the buyer is fixed and determinable and

(d) collectibility is reasonably assured.
The Company recognizes revenue for the software development upon execution of a non-
cancelable contract and the acceptable delivery of the software to the end-user. Software support,
consulting, processing fees and other services are recognized as the services are performed.
Software maintenance fees are recognized over the term of the underlying maintenance contracts.

Use of Estimates

The preparation of consolidated financial statements in conformity with U.S. generally accepted
accounting principles requires management to make a number of estimates and assumptions
relating to the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the consolidated financial statements and the reported amounts of
revenues and expenses during the period. Significant items subject to such estimates and
assumptions include the carrying amount of property and equipment, intangible assets and
goodwill; valuation allowances for receivables and deferred income tax assets.

Cash and Cash Equivalents

For purposes of the statements of cash flows, the Company considers all highly liquid debt
instruments purchased with a maturity of one year or less to be cash equivalents. From time to
time, cash accounts held in United States based checking accounts may exceed the Federal
Deposit Insurance Corporation (FDIC) $250,000 insured limit. Management believes that no
significant concentration of credit risk exists with respect to these cash balances because of its
assessment of the credit worthiness and financial viability of their banks.

Certificate of Deposit
The Company has a certificate of deposit for $84,000 that matures October 1, 2009. This
certificate of deposit is recorded at cost, which approximates market.

Accounts Receivable

Accounts receivable are recorded at amounts due and do not bear interest. The Company reviews
these receivables on a monthly basis for collectability. An allowance is established to provide for
estimated uncollectable accounts receivable. In estimating the collectability of accounts
receivable, management considered the most recent financial information available for the
applicable party as well as the most recent payment history. Account balances are charged off
against the allowance after all means of collection have been exhausted and potential for recovery
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M2 GLOBAL, LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2008 and 2007

is considered remote. The Company has recorded as allowance of approximately $69,000 as of
December 31, 2008.

Property and Equipment

Property and equipment are stated at cost at the date of acquisition. Major additions and
betterments are capitalized, while replacements, maintenance, and the repairs that do not improve
or extend the life of the respective assets are expensed in current operations. Depreciation of
property and equipment is calculated using straight-line methods over the estimated useful lives
the asset. Estimated useful lives are as follows:

Furniture and Fixtures 3-5 years
Computer and office equipment 5-7 years
Leasehold improvements 10 years

Income Taxes
The Company accounts for income taxes as follows:

For its Antiguan based subsidiaries, the Company is exempted from the payment of income tax
under Section 272 of IBC Act. No provision for Federal or States taxes has been made.

For its United States based subsidiaries, the Company makes no provision for Federal or State
income taxes for entities that have elected to be taxed as an S Corporation under Subchapter S of
the Internal Revenue Code. Entities that have not made this election are accounted for according
to Statement of Financial Accounting Standards (SFAS) 109 “Accounting for Income Taxes”
which requires an asset and liability approach to financial accounting for income taxes. Deferred
income tax assets and liabilities are computed annually for the difference between the financial
statement and tax bases of assets and liabilities that will result in taxable or deductible amounts in
the future, based on enacted tax laws and rates applicable to the periods in which the differences
are expected to affect taxable income. Valuation allowances are established when necessary to
reduce deferred tax assets to the amount expected to be realized. Income tax expense is the tax
payable or refundable for the period, plus or minus the change during the period in deferred tax
assets and liabilities.

The Corporation adopted the provisions of Financial Accounting Standards Board (FASB)’s
Interpretation (FIN) 48, "Accounting for Uncertainty in Income Taxes, an interpretation of FASB
Statement 109," effective January 1, 2007. FIN 48 prescribes a recognition threshold and a
measurement attribute for the financial statement recognition and measurement of a tax position
taken or expected to be taken in a tax return. Benefits from tax positions should be recognized in
the financial statements only when it is more likely than not that the tax position will be sustained
upon examination by the appropriate taxing authority that would have full knowledge of all
relevant information. A tax position that meets the more-likely-than-not recognition threshold is
measured at the largest amount of benefit that is greater than fifty percent likely of being realized
upon ultimate settlement. Tax positions that previously failed to meet the more-likely-than-not
recognition threshold should be recognized in the first subsequent financial reporting period in
which that threshold is met. Previously recognized tax positions that no longer meet the more-
likely-than-not recognition threshold should be derecognized in the first subsequent financial
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M2 GLOBAL, LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2008 and 2007

reporting period in which that threshold is no longer met. FIN 48 also provides guidance on the
accounting for and disclosure of unrecognized tax benefits, interest and penalties. Adoption of
FIN 48 did not have a significant impact on the Company's financial statements.

Long-Lived Assets

The Company reviews long-lived assets and certain identifiable assets related to those assets for
impairment whenever circumstances and situations change, such that there is an indication that
the carrying amounts may not be recoverable. If the undiscounted cash flows of the long-lived
assets are less than the carrying amount, their carrying amounts are reduced to fair value, and an
impairment loss is recognized.

Goodwill and Indefinite-Lived Intangible Assets

In accordance with SFAS 142, "Goodwill and Other Intangible Assets," goodwill, represents the
excess of the purchase price over the fair value of net assets, including the amount assigned to
identifiable intangible assets. The Company accounts for business combinations using the
purchase method of accounting and accordingly, the assets and liabilities of the acquired entities
are recorded at their estimated fair values at the acquisition date. The primary driver that
generates goodwill is the value of synergies between the acquired entities and the Company,
which does not qualify as an identifiable intangible asset. The Company does not amortize the
goodwill balance.

The Company assesses goodwill and indefinite-lived intangible assets for impairment annually
during the fourth quarter, or more frequently if events and circumstances indicate impairment
may have occurred. If the carrying value of goodwill exceeds its implied fair value, the Company
records an impairment loss equal to the difference. SFAS 142 also requires that the fair value of
indefinite-lived purchased intangible assets be estimated and compared to the carrying value. The
Company recognizes an impairment loss when the estimated fair value of the indefinite-lived
purchased intangible assets is less than the carrying value.

For the year ended December 31, 2007, the Company recognized an impairment loss of
$14,420,000 associated with software licenses and assignments of software agreements. There

was no impairment of the Company’s intangible assets as of December 31, 2008.

Fair Value of Financial Instruments

Fair value of certain of the Company’s financial instruments including cash and cash equivalents,
accounts receivable, accrued compensation, and other accrued liabilities approximate cost
because of their short maturities.

Advertising Costs

The Company expenses all advertising costs as incurred.
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M2 GLOBAL, LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2008 and 2007

Software Development Costs

Software development costs are expensed as incurred.

Earnings Per Share

Basic earnings (loss) per share is computed using the weighted-average number of common
shares outstanding during the period. Diluted net income per share is computed using the
weighted-average number of common shares and dilutive potential common shares outstanding
during the period. Diluted net loss per share is computed using the weighted-average number of
common shares and excludes dilutive potential common shares outstanding, as their effect is anti-
dilutive. Dilutive potential common shares would primarily consist of employee stock options
and restricted common stock. The Company had no such dilutive common shares as of
December 31, 2008 and 2007, respectively.

Recent Accounting Pronouncements

Business Combinations

In December 2007, the Financial Accounting Standards Board (FASB) issued SFAS 141 (revised
2007), “Business Combinations” (hereinafter “SFAS No. 141 (revised 2007)”). This statement
establishes principles and requirements for how an acquirer a) recognizes and measures in its
financial statements the identifiable assets acquired, the liabilities assumed and any
noncontrolling interest in the acquiree, b) recognizes and measures the goodwill acquired in the
business combination or a gain from a bargain purchase and c) determines what information to
disclose to enable users of the financial statements to evaluate the nature and financial effects of
the business combination. The scope of SFAS 141 (revised 2007) is broader than the scope of
SFAS 141, which it replaces. The effective date of SFAS 141 (revised 2007) is for all acquisitions
in which the acquisition date is on or after the beginning of the first annual reporting period
beginning on or after December 15, 2008. The adoption of this statement did not expected to have
a material effect on the Company’s consolidated financial condition or results of operations as of
December 31, 2008.

Noncontrolling Interests in Consolidated Financial Statements — an amendment of ARB 51

In December, 2007, the FASB issued SFAS 160, “Noncontrolling Interests in Consolidated
Financial Statements — an amendment of ARB No. 51.” This statement establishes accounting
and reporting standards that require a) the ownership interests in subsidiaries held by parties other
than the parent be clearly identified, labeled and presented in the consolidated statement of
financial position with equity, but separate from the parent’s equity, b) the amount of
consolidated net income attributable to the parent and to the noncontrolling interest be clearly
identified and presented on the face of the consolidated statement of income, ¢) changes in a
parent’s ownership interest while the parent retains its controlling financial interest in its
subsidiary be accounted for consistently, d) when a subsidiary is deconsolidated, any retained
noncontrolling equity investment in the former subsidiary be initially measured at fair value and
e) entities provide sufficient disclosures that clearly identify and distinguish between the interests
of the parent and the interests of the noncontrolling owners. The effective date of this standard is
for fiscal years and interim periods beginning on or after December 15, 2008. The adoption of
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M2 GLOBAL, LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2008 and 2007

this statement had no material effect on the Company’s consolidated financial condition or
results of operations.

Disclosure about Derivative Instruments and Hedging Activities

In March 2008, the FASB issued SFAS 161, “Disclosure about Derivative Instruments and
Hedging Activities, an amendment of FASB Statement No. 133”, (SFAS 161). This statement
requires that objectives for using derivative instruments be disclosed in terms of underlying risk
and accounting designation. The Company is required to adopt SFAS 161 on January 1, 2009.
The Company currently has no such instruments and does not expect to recognize any impact to
the Company’s consolidated financial statements upon adoption.

Determination of the Useful Life of Intangible Assets

In April 2008, the FASB issued FSP FAS 142-3, “Determination of the Useful Life of Intangible
Assets,”, which amends the factors that should be considered in developing renewal or extension
assumptions used to determine the useful life of intangible assets under FASB 142 “Goodwill
and Other Intangible Assets.” The intent of this FSP is to improve the consistency between the
useful life of a recognized intangible asset under SFAS 142 and the period of the expected cash
flows used to measure the fair value of the asset under SFAS 141 (revised 2007) “Business
Combinations” and other U.S. generally accepted accounting principles. The Company is
currently evaluating the potential impact of FSP FAS 142-3 on its consolidated financial
statements.

The Hierarchy of Generally Accepted Accounting Principles

In May 2008, the FASB issued SFAS 162, "The Hierarchy of Generally Accepted Accounting
Principles.” SFAS 162 identifies the sources of accounting principles and the framework for
selecting the principles used in the preparation of financial statements. SFAS 162 is effective 60
days following the SEC's approval of the Public Company Accounting Oversight Board
amendments to AU Section 411, "The Meaning of Present Fairly in Conformity with Generally
Accepted Accounting Principles.” The implementation of this standard will not have a material
impact on the Company's consolidated financial position and results of operations.

Accounting for Convertible Debt Instruments That May Be Settled in Cash upon Conversion
(Including Partial Cash Settlement)

In May 2008, the FASB issued FSP APB 14-1, “Accounting for Convertible Debt Instruments
That May Be Settled in Cash upon Conversion (Including Partial Cash Settlement).” The FSP
clarifies the accounting for convertible debt instruments that may be settled in cash (including
partial cash settlement) upon conversion. The FSP requires issuers to account separately for the
liability and equity components of certain convertible debt instruments in a manner that reflects
the issuer's nonconvertible debt (unsecured debt) borrowing rate when interest cost is recognized.
The FSP requires bifurcation of a component of the debt, classification of that component in
equity and the accretion of the resulting discount on the debt to be recognized as part of interest
expense in our consolidated statement of operations. The FSP requires retrospective application
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M2 GLOBAL, LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2008 and 2007

to the terms of instruments as they existed for all periods presented. The FSP is effective for the
Company as of January 1, 2009 and early adoption is not permitted. The Company currently has
no such instruments that can be settled in cash upon conversion and does not anticipate that its
adoption of FSP APB 14-1 will have any impact upon its consolidated financial statements.

Determining Whether an Instrument (or an Embedded Feature) Is Indexed to an entity's Own
Stock

In June 2008, the FASB ratified Emerging Issues Task Force (EITF) 07-5, "Determining Whether
an Instrument (or an Embedded Feature) Is Indexed to an Entity's Own Stock.” EITF 07-5
provides that an entity should use a two step approach to evaluate whether an equity-linked
financial instrument (or embedded feature) is indexed to its own stock, including evaluating the
instrument's contingent exercise and settlement provisions. It also clarifies on the impact of
foreign currency denominated strike prices and market-based employee stock option valuation
instruments on the evaluation. EITF 07-5 is effective for fiscal years beginning after December
15, 2008. The Company has no such instruments as of December 31, 2008 and does not expect
the adoption to impact the consolidated financial position and results of operations.

Determining the Fair Value of a Financial Asset When the Market for That Asset is Not Active

In October 2008, the FASB issued FSP FAS 157-3, “Determining the Fair Value of a Financial
Asset When the Market for That Asset is Not Active.” This FSP clarifies the application of SFAS
157, “Fair Value Measurements,” in a market that is not active. The FSP also provides examples
for determining the fair value of a financial asset when the market for that financial asset is not
active. FSP FAS 157-3 was effective upon issuance, including prior periods for which financial
statements have not been issued. The impact of adoption was not material to the Company’s
consolidated financial condition or results of operations.

Accounting for Defensive Intangible Assets

In November 2008, the FASB issued EITF 08-7, “Accounting for Defensive Intangible Assets.”
EITF 08-7 clarifies how to account for defensive intangible assets subsequent to initial
measurement. EITF 08-7 applies to all defensive intangible assets except for intangible assets
that are used in research and development activities. EITF 08-7 is effective for intangible assets
acquired on or after the beginning of the first annual reporting period beginning on or after
December 15, 2008. The Company is currently assessing the impact of EITF 08-7 on its
consolidated financial position and results of operations.

Accounting for an Instrument (or an Embedded Feature) with a Settlement Amount That is Based
on the Stock of an Entity’s Consolidated Subsidiary

In November 2008, the FASB issued EITF 08-8, “Accounting for an Instrument (or an Embedded
Feature) with a Settlement Amount That is Based on the Stock of an Entity’s Consolidated
Subsidiary.” EITF 08-8 clarifies whether a financial instrument for which the payoff to the
counterparty is based, in whole or in part, on the stock of an entity’s consolidated subsidiary is
indexed to the reporting entity’s own stock. EITF 08-8 also clarifies whether or not stock should
be precluded from qualifying for the scope exception of SFAS 133, “Accounting for Derivative
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M2 GLOBAL, LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2008 and 2007

Instruments and Hedging Activities,” or from being within the scope of EITF 00-19, “Accounting
for Derivative Financial Instruments Indexed to, and Potentially Settled in, a Company’s Own
Stock.” EITF 08-8 is effective for fiscal years beginning on or after December 15, 2008, and
interim periods within those fiscal years. The Company had no such instruments as of December
31, 2008.

Share Based Payment

On December 21, 2008 the SEC staff issued SAB No. 110 (“SAB No. 110”), which, effective
January 1, 2008, amends and replaces SAB No. 107, Share-Based Payment. SAB No. 110
expresses the views of the SEC staff regarding the use of a "simplified" method in developing an
estimate of expected term of "plain vanilla" share options in accordance with SFAS No. 123(R),
Share-Based Payment. Under the "simplified" method, the expected term is calculated as the
midpoint between the vesting date and the end of the contractual term of the option. The use of
the "simplified" method, which was first described in SAB No. 107, was scheduled to expire on
December 31, 2008. SAB No. 110 extends the use of the "simplified” method for "plain vanilla"
awards in certain situations. The SEC staff does not expect the "simplified" method to be used
when sufficient information regarding exercise behavior, such as historical exercise data or
exercise information from external sources, becomes available. The Company currently does not
have share options and the adoption of SAB No. 110 will have a material effect on its
consolidated financial statements as of December 31, 2008.

NOTE 3 — PROPERTY AND EQUIPMENT

Property and equipment at December 31, 2008 consisted of the following:

2008
Computer hardware and software $ 856,794
Furniture and fixtures 14,294
Office equipment 59,847
Leasehold improvements 96,847

1,027,782
Less: accumulated depreciation and
amortization 629,782

§ 398,000

For the year ended December 31, 2008, the Company recorded $28,000 in depreciation
and amortization expense. The Company had no property and equipment as of December
31, 2007, therefore no amounts have been presented above.

NOTE 4 - ACQUISITION

On August 29, 2008 the Company purchased 100% of the outstanding stock of M2 Systems
Corporation and its wholly owned subsidiary, Muscato Corporation, for $32,475,000. The entire
purchase price was allocated toward intellectual property on the Company’s consolidated balance
sheet. The acquisition was financed through funds received from a convertible note entered into
on August 29, 2008.
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M2 GLOBAL, LTD. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2008 and 2007

NOTE 5 - CONVERTIBLE NOTE

The Company received proceeds of $32,475,000 under the terms of a Convertible Note (Note)
entered into on August 29, 2008. Under the terms of the Note, it shall be convertible upon the
Maturity Date, as defined therein, in whole or in part, at the Shareholders sole discretion, into
fully paid and non-assessable shares of Purchaser’s common stock. The initial conversion rate
under the Note shall be_equal to the lower of: (i) the aggregate principal amount of the Note plus
accrued, but unpaid, interest divided by a conversion price equal to $2.60 per share or (ii) a price
per share which, when divided into the principal amount of the Note plus accrued, but unpaid,
interest outstanding upon an Event of Default, would result in the issuance of 14,423,077 shares
of Purchaser’s common stock (the “Initial Conversion Price”). Upon full conversion of the Note
at the Initial Conversation Price, the Shareholders would receive 14,423,077 shares of
Purchaser’s common stock (the “Consideration Shares”).

The Note accrues interest of 10% per year. The Company has accrued $1,086,000 in interest
expense as of December 31, 2008.

The Note matures eighteen months from the date of issuance, therefore the Company has
presented the principal balance as a long term liability on the consolidated balance sheet as of
December 31, 2008.

NOTE 6 — COMMITMENTS AND CONTINGENCIES

Operating Leases

M2 Systems leases office space, and office machines under non-cancelable operating leases,
which expire at various dates through 2012. Rental expense under these leases amounted to
approximately $200,000 and $80,000 for the years ended December 31, 2008 and 2007,

respectively

Future minimum lease payments under the Company’s non-cancelable operating leases as of
December 31, 2008 are as follows:

2009 $ 210,165
2010 213,047
2011 217,104
2012 202,949
Total $ 843.265

NOTE 7 - 401(K) SAVINGS PLAN

M2 Systems has a 401(k) Savings Plan (the Plan), whereby eligible employees may voluntarily
contribute a portion of their compensation to the defined contribution Plan. Company matching
contributions are not required under the terms of the plan and profit sharing contributions are
discretionary. The Company elected not to make any contributions during the year ended
December 31, 2008.
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NOTE 8 — CONCENTRATION OF CREDIT RISK

Accounts receivable - Revenues generated from M2 Systems, Ltd. and its wholly owned
subsidiary were from three customers comprised approximately 70% of revenues for 2008. At
December 31, 2008, approximately 75% of accounts receivables were from these three
customers.

One customer comprised of 100% of the revenue generated for M2 Global, Ltd. for 2008.

One customer comprised of 100% of the accounts receivable M2 Global, Ltd. Subsequent to
December 31, 2008, this customer was acquired by the Company. The related receivable of
approximately $740,000 is considered collectible by the Company as of December 31, 2008.

NOTE 9 — INCOME TAXES

The provision (benefit) for income taxes from continued operations for the year ended December
31, 2008 and includes only expected tax benefit from entities subject to taxation. Since the
Company was not subject to taxation as of December 31, 2007, no such provision (benefit) has
been presented for that applicable time period. The provision (benefit) consists of the following:

2008

Current:

Federal $ -

State -
Deferred:

Federal $ (451,000)

State (79,000)

(530,000)
Benefit from the operating loss
carryforward 530,000

Provision (benefit) for income taxes,
net $ -

The difference between income tax expense computed by applying the federal statutory
corporate tax rate and actual income tax expense is as follows:

2008
Statutory federal income tax rate 34.0%
Decrease in valuation allowance (40.0)%
State income taxes 6.0%
Effective tax rate (0)%
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Deferred income taxes result from temporary differences in the recognition of income and
expenses for the financial reporting purposes and for tax purposes. The net deferred tax
assets and liabilities are comprised of the following:

2008
Deferred income tax asset:
Net operating loss carry-forwards $ 356,000
Allowance for Doubtful Accounts 69,000
Research and Development Tax and
Credit carryover 624,000
Valuation allowance (1,049,000)
Deferred income tax asset $ -

The Company has a net operating loss carry-forward of approximately $1,175,000 available
to offset future taxable income through 2023. In accordance with Internal Revenue Code
Section 382, the Company may be limited in its ability to recognize the benefit of future net
operating loss carry-forwards. Consequently, the Company did not include a benefit from
operating loss carry-forwards.

The Company has recorded a valuation allowance at December 31, 2008, as it is not expected that
the deferred tax assets and liabilities will be realized. The net change in valuation allowance
during the year ended December 31, 2008 resulted in a decrease of $1,481,000. The net change
in valuation allowance stems from the acquisition of Muscato Corpopration, a wholly owned
subsidiary of M2 Systems Corporation, and its valuation allowance at year end December 31,
2007.

NOTE 11 — SUBSEQUENT EVENTS

The Company’s management targets acquisitions in four high-growth, high margin markets;
international remittances, location-based services, prepaid debit cards and health care automation.
In connection with this business model, the Company has completed the following transactions or
has entered into the following agreements, subsequent to December 31, 2008.

Continuum Payment Solutions Limited

On February 19, 2009, the Company purchased the stock of Continuum Payment Solutions
Limited (Continuum) for $12,000,000. This acquisition has allowed the Company to expand its
global outsourced payment processing capability. Continuum has strategic relationships with
several banks in the prepaid card market as well as an established prepaid card programm and
brand that will compliment the activities of the group.

M2 Relne, LLC

On March 11, 2009, the Company created M2 Relnc, LLC (M2 Relnc), a Florida limited liability
company. M2 Relnc then entered into a shared use agreement with Symmetrex, Inc. and
purchased certain assets from Symmetrex, Inc. for consideration of $10,001. Under the terms of
the agreement, M2 Relnc will pay a one-time fee of $5,000 to Symmetrex for the use of shared
assets, which consist of hardware and software components necessary to facilitate merchant,
financial institution and prepaid credit card program processing.
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Geomas (International) Limited

On April 15, 2009, the Board agreed to transfer 1,793,482 shares of the Company with a market
value of $5,380,447 to Geomas (International) Limited as consideration for the purchase by the
Company of certain assets, which include assigned agreements, copyright interest, domain name
interest, patent interests, trademark interests and other interests. Additional shares that shall be
issued as part of the asset purchase are 25,218,568 shares to Stalton International S.A., 2,802,063
shares to Ubixo, Inc. and 333,333 shares to The John and Elizabeth Veenstra Foundation, Inc.

The Company acquired the assets of Geomas with the primary intent of acquiring the rights to the
Geotag technology under Patent # 5,930,474 (“°474”). GEOTAG technology permits precise geo-
targeting and geo-verification of internet directory listings, internet search results, credit card
transactions and many other commercial processes. The determination of location is a
fundamental requirement in many activities such as risk management, online search, advertising,
marketing, customer targeting, navigation, and is an increasingly critical feature for a variety of
recreational and business applications. The Company believes that the more targeted data and
information is the more relevant it is and in turn if can be used more efficiently and cost
effectively than broadly organized data and information. By integrating geolocation technology
into the Company’s applications, organizations will be enabled to make better operational
decisions, respond to customers more effectively, and ultimately reduce costs.

With the GeoTag acquisition, the Company can specialize in the development and
commercialization of location-based technology. This acquisition has allowed the Company to
own significant intellectual property that pertains directly to collection, organization and use of
location information, of which portions can be licensed to other companies and implemented
within our own products. This allows the Company’s products and services to be competitively
differentiated. In time, it is expected that companies seeking to develop, manufacture and/or sell
products that use location-based information will require a patent license from M2 Global and
that, as a result, the licensing royalties from ‘474 will represent a significant revenue opportunity
for the Company.

Altair Financial Limited

Through M2 Relnc, the Company contracted with Altair Financial Limited (Altair), a UK
registered corporation, to provide processing management services. The agreement covers a
period of three years and is automatically renewable for an additional three year period, unless
cancelled by either party prior to the renewal date. Under the terms of the agreement, M2 Relnc
has agreed to provide credit card processing services and is entitled to retain 50% of the
transaction processing revenue from Altair. M2 Relnc may also provide call center or IVR
services for an additional 20% of such transaction processing fees. Under the terms of the
agreement, M2 Relnc is entitled to monthly minimums of $75,000 for the first six months and
$100,000 for each month thereafter, up to a maximum of $150,000. Should the transaction
processing fees exceed $150,000, M2 Relnc would be entitled to an additional 10% of such
revenue.
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Contract negotiations
Through M2 Systems, the Company is in contract negotiations with an established US Bank to
supply software development and support services.

During 2009, M2 Financial Limited has entered into several new contracts with merchants for
services to be rendered in connection with host based prepaid cards and merchant acquiring and
electronic payment processing.
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