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To the Board of Directors

Magplane Technology, Inc. and Subsidiary
(A Developrment Stage Company)
Bedford, Massachusetis

We have compiled the accompanying consolidated balance sheets of Magplane Technology, Ine.
and subsidiary, as of September 30, 2005, December 31, 2004 and 2003 and the related
eonsolidated statements of operations, cash flows and stockholders® equity (deficiency) for the
nine months ended September 30, 2005 and for the years ended December 31, 2004 and 2003
and for the period from Jannary 12, 1995 (date of inception} to September 30, 20035, in
accordance with Statements on Standards for Accounting and Review Services issued by the
American Institute of Certified Public Accountants.

A compilation is lmited to presenting in the form of financial statements information that is the

represeniation of management. We have not audited or reviewed the accompanying financia
statements and accordingly, do aot express an opinion or any other form of assuranice on thers,

(Plroms 7Bty Cobbarfil/ 7 5

December 29, 2005
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MAGPLANE TECHNGLOGY, INC. AND SUBSIDIARY
{A Development Stage Company)

CONSOLIDATED BALANCE SHEETS

SEPTEMBER 30, 2005, DECEMBER 31, 2004 AND 2003

ASSETS
Cash and cash equivalents
Prepaid expenses
TOTAL ASSETS

LIABILITIES
Aceounts payable, rade
Due to related parties
TOTAL LIABILITIES

STOCKHOLDERS' EQUITY {DEFICIENCY)
Common stock
Additional paid-in capital
Deficit accumulated during the development stage
TOTAL STOCKHOLDERS' EQUITY (DEFICIENCY)

TOTAL LIABILITIES AND
STOCKHOLDERS EQUITY (DEFICIENCY)

See accompanying sccouniant's compilaiion report.

September 30, December 31,  December 31,
2005 2004 2003
§ SE01L % 11,106 ! 18,6249
17,334 69332 138,663
h T5.445 § B4R & 157,292
§ 537048 $ 527426 522911
1,317,986 1,069,511 947,397
1,855 634 1,586,037 1,470,308
152,155 138,001 130,001
317,491 311,205 31,295
(2,249.835)  (1,957,795) (1,754,312}
(1,780,089 (1,516,490 (1,313,018)
5 75445 5 80438 § 157202




MAGPLANE TECHNOLOGY, INC. AND SUBSIIDMARY
{A Development Stage Company)

CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2005 AND
FOR THE YEARS ENDED DECEMBER 31, 2004, 2003 AND
THE PERIOD FROM JANUARY 12, 1995 (DATE OF INCEPTION) TO SEPTEMBER 34, 2005

Mine Months January 12, 1995
Ended Year Ended  Year Ended {Inception} to
September 30 December 31 December 31 September 30
2005 2004 2003 2005
REVENUE 5 - % - § 3522 8 1,503,013
EXPEMNSES
Amortization - - - B9, 858
Bank charges 152 239 = 776
Consulting fee and outside services 114,727 125,596 167 601 2574325
Marketing - - - 28317
Office cxpenses BOO 7,073 774 73,460
Other development - - - 307,536
Other expenses - - - G4
Professional fees 9,060 6015 [N Gghin
Public Relations - . - 155,800
Rent - - 1,756 46,820
Research and Development 40,000 2,100 . 92,000
Taxes, Other 381 1,378 6E2 5,357
Telephone - - - 4,024
Travel 28,796 14,032 5,000 SH 488
Total expenses 244,116 156,433 177,213 3,627,540
DPERATING LOSS (244,116} {156.433) {173,691 {2,124.53m)
OTHER INCOME(EXPENSE)
Interest income 23 G4 18 2,542
Interest expense (47.952) (47,114} (42.253) {227,541}
Other income - - - 106,000
NET LOSS § (292,0407 5 (203483) 8 (215826) 0§ (2,249,83%)

See accompanying accountant’s compilation report.
3.



MAGFLANE TECHNOLOGY, INC. AND SUBSIDIARY

iA Developaent Siage Company)

CONSOLIDATED STATEMENTS OF STOUKHOLDERY BOUITY (DEFHDIENCY)

Ereficn
Accumulated
Adehstainal Prarsog 1he
Trinigactim Conmatan $10ck Pitig-in Dheeebopmend
ksl Shanes Semiin) Capital Stuge

(HITIAL CAPTTALEZATION S S450,000 b S 5 (KR &
Fsmpanu of conns sk {99 Ei 3ty « i1
Ismpami o comaming stk Frr ponsilting wod
VErMIS STVices 0 IR Y 1815 414,97 &1 5 Wb
Sk splits 22 [23456,254 LR XU ¢123,658)
Mt loss through Ducesber 31, 2002 - ~ - {5538 4oy (1,538 Ao )
BALAMCES AT DECEMBER 21, 202 000085 1300001 ETER -1 {1 BIH A8 [ RUEREI
Mt Jowa - - {215.820) {215.808)
BALANCES AT DECEMBER 31, 2003 13,000 RS 130,001 3E1265 {T54382) {13 3008)
Bl Tonsis - - - (2R 4810 (A AR
BALANCES &7 DECEMBER 31, 2004 130,000,554 130,001 31129 {157,055 {150
e of commamons siock T cansuliing
servives rendensd 1SR 151,675 154 PR L B 18350
Rsannen aof oo saisek, for riging eagrital AV 22,0003, 00 22000 (22 0
It b - {202 0400 (BRI
BALAMCES AT SEFTEMBER 3, 2008 N 5 EIRELl] S RMERANL 5 (D IRY)
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IAGPLANE TECHNOLOGY, INC, AND SUBSIDIARY

{A Development Stage Company )

CONROLIDATED STATEMENTS OF CASH FLOWS

FOR THE NINE MONTHS ENDED SEPTMBER 30, 2005 AND FOR THE YEARS ENDED DECEMBER 31, 2004, 2003

AND THE PERIOD FROM JIANUARY 12, 1993 (DATE OF INCEPTION] TO SERTEMBER 3, 2003
Mine Months Jamizary 12, F993
Ended Year Ended Year Ended {Bocepdion] o
Sepember 30 Degomber3] Dlecember 31 September Ak
215 2004 203 s
CASH FLOWS FROM OPERATING ACTIVITIES
Mt loss ${292.040) % (203.483) § [215,826) 5 {1249.838)
Adjustaents by resonedle ned neome (0 net
cast ased in operating activities
Averyed interest on shareholders’ loans 47052 47,114 43,233 20803
Sroek cormpensation for services rendered 28,350 - 155,800 444, 350
{Increase) decrease in assets
Prepaid expenses 51,908 69,331 {Ris 4700 {17,354)
Increase (ecrease) in Habilities
Adconnts payable 10,322 4,515 Gt 561 A3T 048
Net cash wsed in operating activities (153.518) {B25E% {34,682 11,081,322)
FLOWS FROM FINANCING ACTIVITIES
Capital comtributions “ - 25300
Advanees rom stockhnider 20HL523 TEO0D 30,000 1,114,123
Met mash provided by Gnancing activitics 204,533 15,000 30000 1,139.433
SEIN CASH AND TASH EQUIVALENTS 47008 {7,523 (4682 58,011
Cpsh s eash equivalents st beginning of period 11106 18,629 23,811 “
CASH AT ENIYOF PERIOD 5 S58.111 & 11 10% & IR 3 S8 011
SUPPLEMENTAL DISCLOSLIRES OF CASH FLOW INFORMATION
Cash paid during the period for interest 5 - b - 3 - 3 2307R
SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING
AMD FINANCING ACTIVITIES
Cornmsn shares Tssued for services rendered ¥ IR b3 = 5 155,800 3 444, 330
NS
-k = B L

Ser pocompanying accountant's coenpilation repost.
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MAGPLANE TECHROLOGY, INC. AND SLUBSIDIARY
{A Development Stage Company) L

SEPTEMBER 3{, 2005 AND DECEMBER 31, 2004 AND 2003

NOTE 1 DESCRIPTION OF OPERATIONS

Magplane Technology, Ine. and Subsidiary {the “Company™ 15 engaged in THE
research and development of magnetically levitated and propelled transportation
syslems for freight and for passengers.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation
The Company hss one wholly owned subsidiary — Magplane Asia Ltd, The
acoompanying consolidated financial statements include the accounts of the Magplane

Technology, Inc. and subsidiary, All material intercompany accounts and transacticns
have been eliminated in consolidation.

Development Stage Operations
The Company was formed on January 12, 19935, The Company is in the development
stage. This stage s characterized by significant expenditures for the design and
development of the Company’s products, obtaining financing and  performing
feasibility stdies,
Method of Accounting
The Company prepares its financial statements on the acerual basis of accounting,
Cash and Cash Equivalents

The Company considers all highly hguid instruments with a maturity of three months
or fess fo be cash and cash equivalents,

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management fo make estimates and assumptions that
aifect the reported amounts of assets and labilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of
revenue and expenses during the reporting period.  Actual results could differ from
those estimates.,

e



MAGPLANE TECHNOLOGY, INC. AND SUBSIDIARY. N
(A Development Stage Company}

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2005 AND DECEMBER 31, 2004 AND 2003

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)
Income Taxes

Income taxes are provided for the tax effects of transactions reported in the financial
statements and consist of taxes currently due plus deferred taxes. Deferred raxes are
recognized for differences between the basis of assets and liabilities for financial
statement and income tax purposes and for net operating loss carryforwards measured
by enacted tax rates for years in which taxes are expected to be paid or recovered,
Valuation allowances are established when necessary o reduce deferred 1ax assets Lo
the amount expected to be realized.

NOTE 3 - RELATED PARTY TRANSACTIONS

Due to related parties include advances from shareholders and inferest accrued
thereon, These advances bear interest at the annual rate of 5%. Doring the mine
maonths ended September 30, 2005 and yvears ended December 31, 2004 and 2003, the
Company received advances from sharcholders in the amount of 200,523, $75,004),
and 530,000, respectively, and interest of $47,592, 847,114 and $42,253 was acerued,

NOTE 4 - INCOME TAXES

The components of the Company’s deferred tax assels as of September 30, 2005,
December 31, 2004 and 2003, which are the result of temporary differences in the
basis of assets and habilities and net operating loss carryforwards for financial
reporting and tax reporting purposes are:

2003 2004 2002
Net operating loss carmyforward SOR2,000 617000 582,000
Accrued expenses due fo related party 82,000 62,000 44,000
Total deferred tax asset $764,000  R679000 5626000

The Company has federal net operating loss carryforwards of approximately
51,705,000 as of Seplember 30, 2005, which expire at various times from 2010
through 2019, The allocated state net operating loss carryforwards expire in
accordance with and to the extent permitted by the state law.



MAGPLANE TECHNOLOGY, INC., AND SUBSIDIARY
(A Development Stage Company)

NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2005 AND DECEMBER 31, 2004 AND 2003

NOTE 4 — INCOME TAXES (Continued)

During 2005, 2004 and 2003, there was no current or deferred income tax expense for
the Company. The Company's total deferred tax assets, deferred tax habilities and

amd 2003 are as follows:

2005 2004 2003
Tatal deferred tax assets 764,000 S679.000  $620,000
Total deferred tax liahlities 0 i {
Less: valuation allowance HLO00Y (6790007 {626,000)
Net deferred 1ax assets % 0 b3 0% o




