Synodon Inc.

Interim Financial Statements
For the Second Quarter Ended April 30, 2007 and 2006
Unaudited

Notice: These management prepared, unaudited interim financial statements have not
been reviewed by the Company’ s auditors



Synodon Inc.
(adevelopment stage enterprise)

BALANCE SHEETS

(seenote 1 —basis of presentation)

(unaudited)

Asat April 30, October 31,

2007 2006
$ $

ASSETS

Current

Cash 98,691 305

Accounts receivable 146,698 120,746

Investment tax credits recoverable 174,471 353,342

Contract deposit 48,698 —

Prepaid expenses 8,247 5,579
476,805 479,972

Property, plant and equipment [note 3] 12,224 15,376

Deferred transaction costs — 311,959
489,029 807,307

LIABILITIESAND SHAREHOLDERS DEFICIENCY

Current

Accounts payable and accrued liabilities 392,376 810,073

Government assi stance advance [ note 7] 16,440 158,830

Notes payable [ note 4] 56,000 112,000

Deposit on didribution rights 65,875 65,875
530,691 1,146,778

Shareholders deficiency

Share capita [note 5] 4,316,590 3,285,593

Contributed surplus [ note 6] 405,018 322,006

Deficit (4,763,270) (3,947,070)
(41,662) (339,471)
489,029 807,307

See accompanying notes

On behalf of the Board:

(signed) “ Adrian Banica”

Adrian Banica, President and Chief
Executive Officer

(signed) “ John Pinsent”

John Pinsent CA, Chief Financial

Officer
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Synodon Inc.
(adevelopment stage enterprise)

STATEMENTSOF LOSSAND DEFICIT

(unaudited)
Three months ended Six months ended
April 30, April 30
2007 2006 2007 2006
$ $ $ $
REVENUE — — — —
EXPENSES
Research and development cods, net
of government assistance [ note 8] 178,294 100,869 387,652 183,812
Amortization 1,845 2,227 3,225 4,454
Advertising and marketing — 790 — 790
Financing charges and interest 6,727 6,928 10,924 23,628
Foreign exchange (gains) losses 5,803 1,446 5,438 (4,618)
Gain on disposal of assets (53) — (53) —
Stock-based compensation 21,331 62,400 87,522 74,400
Office and general administrative 166,950 116,922 338,182 207,034
380,897 291,582 832,890 489,500
L oss from oper ations (380,897) (291,582) (832,890)  (489,500)
Other income 16,690 — 16,690 —
NET LOSS AND COMPREHENSIVE
LOSSFOR THE PERIOD (364,207)  (291,582) (816,200)  (489,500)
Deficit, beginning of the period (4,399,063) (3,299,391) (3,947,070) (3,101,473)
Deficit, end of the period (4,763,270) (3,590,973) (4,763,270) (3,590,973)
Loss per share
- Basic and diluted (0.02) (0.02) (0.04) (0.03)
Weighted-aver age number of
shar es outstanding 20,247,904 16,455,550 19,256,393 14,873,586

See accompanying notes
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Synodon Inc.

(adevelopment stage enterprise)
STATEMENTSOF CASH FLOWS
(unaudited)

Three months ended Six monthsended
April 30, April 30
2007 2006 2007 2006
$ $ $ $
OPERATING ACTIVITIES
Lossfor the period (364,207)  (291,582) (816,200) (489,500)
Add chargesto operations not requiring
acurrent cash payment:
Stock-based compensation 21,331 62,400 87,522 74,400
Non-cash payment for services — 69,966 — 69,966
Non-cash interest expense — — — 815
Gain on sale of assets (53) — (53) —
Amortization 1,845 2,227 3,225 4,454
(341,084) (156,989) (725,506) (339,865)
Net change in non-cash working capital
balances related to operations:
Accounts receivable (2,423) (98,535) (25,952) (101,186)
Investment tax credits recoverable 244,225 — 178,871 —
Contract deposit (6,820) (234,429) (48,698) (234,429)
Prepaid expenses 321 — (2,668) 1,575
Accounts payable and accrued liabilities 119,087  (409,453) (417,697) (319,461)
Government assi stance advance (51,793) — (142,390) —
Cash provided by operating activities (38,487)  (899,406) (1,184,040) (993,366)
INVESTING ACTIVITIES
Purchase of property, plant and equipment (1,310) — (1,670) —
Cash used in investing activities (1,310) — (1,670) —
FINANCING ACTIVITIES
Deposits on share subscriptions — (50,000) — —
Proceeds on disposal of assets 1,650 — 1,650 —
Repayment of notes payable (5,000) — (8,000) —
I ssuance of notes payable — 35,000 12,000 60,000
I ssuance of shares 600 1,079,281 1,431,750 1,079,341
Share i ssuance costs — (24,489) (158,304) (24,489)
Deferred transaction costs — (34,475) — (34,475)
Cash provided by (used in) financing activities (2,750) 1,005,317 1,279,096 1,080,377
Net increase (decrease) in cash
during the period (42,547) 105,911 98,386 87,011
Cash, beginning of period 141,238 (18,874) 305 26
Cash, end of period 98,691 87,037 98,691 87,037
Supplemental cash flow information
Interest paid 506 48,757 1,312 48,904

See accompanying notes
(unaudited)
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Synodon Inc.
(adevelopment stage enterprise)
NOTESTO FINANCIAL STATEMENTS

Interim Financia Statementsasat April 30, 2007
(unaudited)

1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

These financial statements have been prepared by management in accordance with Canadian generally
accepted accounting principles on a going concern basis which presumes the realization of assets and
discharge of liahilitiesin the normal course of business for the foreseeable future.

The Company has incurred significant losses since incorporation and as at April 30, 2007, the Company
has an accumulated deficit of $4,763,270. The Company's ability to continue as a going concern is
dependant upon achieving profitable operations, the continued financial support of its lenders and the
ability to obtain additional debt or equity financing. The outcome of these matters cannot be predicted at
thistime. These financial statements do not include any adjustment to the amounts and classification of
assets and liabilities that might be necessary should the Company be unable to continue in business. Such
adjustments could be material.

These unaudited interim financial statements should be read in conjunction with the October 31, 2006
annual financia statements. The same accounting policies and methods are used as in the 2006 financia
statements. In management’s opinion, the interim financial statementsinclude all adjustments necessary to
present fairly such interim financial statements.

2. CHANGESIN ACCOUNTING POLICIES
New Accounting Policies

Effective January 1, 2007, The Corporation adopted new recommendations of the Canadian Ingtitute of
Chartered Accountants (“CICA”) under CICA Handbook Section 1530 Comprehensive Income, Section
3251 Equity, Section 3855 Financial Instruments — Recognition and Measurement, and Section 3861
Financial Instruments - Disclosure and Presentation. These new Handbook Sections apply to fiscal years
beginning on or before October 1, 2006.

Comprehensive Income

Section 1530 establishes standards for the reporting of comprehensive income. The section defines other
comprehensive income to include revenues, expenses, and gains and losses that, in accordance with
primary sources of GAAP, are recognized in comprehensive income but excluded from net income. The
adoption of Section 1530 did not have any impact on the Company’s financial statement presentation for
the current period.

Equity

Section 3251 establishes standards for the presentation of equity and changes in equity during the current
period. The requirements in this section are in addition to those of Section 1530 and recommend that an
enterprise should present separately the following components of equity: retained earnings, accumulated
other comprehensve income, the total for retained earnings or deficit and accumulated other
comprehensive income, contributed surplus, share capital, and reserves. The Company currently has no
other comprehensive income components.

Financial Instruments

Under Section 3855, all financia instruments are classified into one of five categories: held for trading,
held-to-maturity investments, loans and receivables, available-for-sale financial assets or other financial
liabilities. All financial instruments and derivatives are measured in the balance sheet at fair value, except

2. CHANGESIN ACCOUNTING POLICIES (CONTINUED)
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Synodon Inc.
(adevelopment stage enterprise)
NOTESTO FINANCIAL STATEMENTS

Interim Financia Statementsasat April 30, 2007
(unaudited)

for loans and receivables, held-to-maturity investments, and other financial liabilities which are measured
at amortized cost. Subsequent measurement and changes in fair value will depend on their initia
classification. Held for trading financial instruments are measured at fair value and changes in fair value
are recognized in net loss. Available-for-sale financial instruments are measured at fair value with changes
in fair value recorded on other comprehensive loss until the instrument is derecognized or impaired.

As a result of the adoption of Section 3855, the Company has classified it cash as held for trading.

Accounts receivable are classified as |oans and receivables. Accounts payable and accrued liabilities and
notes payabl e are classified as other liabilities, all of which are measured at amortized cog.

3. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consist of the following:

April 30, 2007
Accumulated Net book
Cost amortization value
$ $ $

Computer equipment 34,130 30,314 3,816
Computer software 6,521 6,221 300
L aboratory equipment 3,865 1,996 1,869
Furniture and fixtures 12,391 6,152 6,239
56,907 44,683 12,224

October 31, 2006

Accumulated Net book
Cost amortization value
$ $ $

Computer equipment 35,136 28,389 6,747
Computer software 6,120 6,120 —
L aboratory equipment 3,865 1,788 2,077
Furniture and fixtures 12,031 5,479 6,552
57,152 41,776 15,376

4. NOTESPAYABLE

The notes payable congst of the following:
April 30, October 31,

2007 2006
$ $
Convertible promissory notes
Notes, bearing interest at 8% per annum — 60,000
Demand promissory notes
Notes, bearing interest at 8% per annum 56,000 52,000
56,000 112,000

4. NOTESPAYABLE (CONTINUED)
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Synodon Inc.
(adevelopment stage enterprise)
NOTESTO FINANCIAL STATEMENTS

Interim Financia Statementsasat April 30, 2007
(unaudited)

On March 5, 2007 the Company converted promissory notes of $60,000 plus accrued interest to January 31,
2007 totalling $5,000 in exchange for 130,000 Class A common shares and 65,000 common share purchase
warrants. Each common share purchase warrant entitles the holder thereof to acquire one Class A common
share at an exercise price of $0.60 until December 28, 2007 and at a price of $0.75 for the subsequent 12
month period.

During the three-month period ended April 30, 2007, the Corporation repaid a demand promissory note
with a face value of $5,000. During the six months ended April 30, 2007, the Corporation issued demand
promissory notes with a face value of $12,000 and repaid demand promissory notes with a face value of
$8,000. These notes are payable to directors of the Company and are payable on demand.

5. SHARE CAPITAL

April 30, October 31,
2007 2006
$ $

Authorized

Unlimited number of Class A voting common shares

Unlimited number of Class B voting common shares

Unlimited number of Class C non-voting common shares

Unlimited number of Class D non-voting common shares

Unlimited number of Class E non-voting, redeemable,
retractable preferred shares

Issued and outstanding
20,248,050 Class A common shares 4,316,590
17,255,550 Class A common shares 3,285,593
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Synodon Inc.
(adevelopment stage enterprise)
NOTESTO FINANCIAL STATEMENTS

Interim Financia Statementsasat April 30, 2007
(unaudited)

5. SHARE CAPITAL (CONTINUED)

The following table sets out the change in share capital:

Number
of shares Total
$
Balance, October 31, 2005 13,134,815 1,776,483
Issued in private placements, net of costs of
issuance of $45,475 2,741,499 1,054,751
Issued for services 174,916 69,966
Issued for commissions on private placement 11,820 4,728
Issued on conversion of note payable 50,000 21,150
Issued for cash from exercise of options 1,142,500 115
Reclassify from contributed surplus on exercise of options — 358,400
Balance, October 31, 2006 17,255,550 3,285,593
Issued in IPO, net of costs of issuance of $470,263 2,807,500 933,487
Issued for cash on the exercise of warrants 5,000 3,000
Issued for cash from the exercise of options 50,000 25,000
Issued on conversion of notes payable and accrued interest 130,000 65,000
Reclassify from contributed surplus on exercise of options — 4,510
Balance, April 30, 2007 20,248,050 4,316,590

Initial public offering

On December 29, 2006, the Company raised $1,403,750 from an initial public offering of 2,807,500 Units
at a price of $0.50 per Unit, net of offering costs of $470,263. Each Unit consisted of one Class A common
share and one haf of a common share purchase warrant. Each whole common share purchase warrant
entitles the holder thereof to acquire one Class A common share at an exercise price of $0.60 for 12 months
from the date of closing of the offering and at a price of $0.75 for the period commencing 12 months and a
day to 24 months from the date of closing of the offering.

In connection with the offering the agent received 280,750 non-transferable compensation options entitling
the holder to purchase up to 280,750 Units at a price of $0.50 for a period of 24 months from the offering’s
closing date.
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Synodon Inc.
(adevelopment stage enterprise)

NOTESTO FINANCIAL STATEMENTS

Interim Financia Statementsasat April 30, 2007
(unaudited)

5. SHARE CAPITAL (CONTINUED)

Warrants

At April 30, 2007 the Company had 2,424,431 (2006 — 744,931) common share purchase warrants
outstanding, asfollows:

Number
Exercise outstanding
price Expiry and

$ date exercisable
0.60-0.70 December 31, 2007 586,876
0.65 January — October 2008 34,555
0.40 December 31, 2008 25,000
0.65US December 31, 2009 98,500
0.60-0.75 December 28, 2008 1,398,750
0.50 December 28, 2008 280,750
2,424,431

Shar e options

Pursuant to options that qualified for distribution pursuant to the prospectus, the Company granted during
the six months ended April 30, 2007, 540,000 share optionsto directors and employees of the Company at
an exercise price of $0.50, which will expire 5 years from granting of the option. These options vest over a
three year period with 230,000 options vesting in January 2007, 155,000 options vesting in December 2007
with the remaining 155,000 options vesting in December 2008. There were also 50,000 options that were
cancelled due to the employment termination of an option holder and 50,000 options that were exercised
during the period.

A compensation expense of $87,522 was recognized during the period with an offsetting credit to
contributed surplus. The fair value for the options issued were esimated on the grant date using the Black-
Scholes options pricing model with the following assumptions being Risk-free interest rate at 4.5%,
expected volatility being 90%, with an expected life of 5 years and a 0% expected dividend yield. Option
pricing models require the input of highly subjective assumptions including the expected price volatility.
Changes in the subjective input assumptions can materially affect the fair value estimate, and therefore, the
existing models do not necessarily provide a reliable measure of the fair value of the Company’s stock
options.

The following table summarizes information about share options outstanding at April 30, 2007:

Weighted-
Number average
Year outstanding remaining Weighted-
Exercise of and contractual average

price grant exercisable life exercise price

$ [years] $
0.45 2005 400,000 2.7 0.45
0.40 2006 550,000 2.7 0.40
0.50 2006 100,000 4.1 0.50
0.50 2007 490,000 4.7 0.50

$0.40-0.50 1,540,000 34 0.4513

Page 9 of 9



Synodon Inc.
(adevelopment stage enterprise)

NOTESTO FINANCIAL STATEMENTS
Interim Financia Statementsasat April 30, 2007

(unaudited)

6. CONTRIBUTED SURPLUS

The following table sets out the change in contributed surplus:

Six Months Year ended

April 30, October 31,

2007 2006

$ $
Balance, beginning of period 322,006 586,156
Stock-based compensation-Grant of options 93,522 92,400
Stock-based compensati on-Cancellation of options (6,000) —
I ssuance of warrants — 3,000
Transfer to share capital on conversion of

convertible promissory notes — (1,150)
Transfer to share capital on exercise of options (4,510) (358,400)
Balance, end of period 405,018 322,006

7. GOVERNMENT ASSISTANCE

SDTC funding

During 2006 the Company entered into a funding agreement with Canada Foundation for Sugtainable
Development Technology (“SDTC") for the purpose of fostering the development and adoption of
technologies that contribute to a sustainable development technology infrastructure in Canada by
contributing to the rapid devel opment, demonstration and pre-commercialization of technological solutions
which address climate change and air quality. Upon the Company attaining pre-determined milestones,
SDTC will advance non-repayable funds totalling the lesser of $650,000 and 24.77% of the digible project
costs, less 10% holdbacks on each advance. To-date, Milestone #1 has been earned and the Company has
received $137,835 ($153,150 less 10% holdback) for this milestone. The Company also received an
advance of $391,320 ($434,800 less 10% holdback for Milestone #2. As at April 30, 2007, the Company
had earned $418,360 of the Milestone #2 funding. The balance of $16,440 has been recorded as deferred
government assistance. Milestone #3 for field testing, in the amount of up to $62,050 was claimed in June,
2007 and is waiting SDTC approval. During the six months ended April 30, 2007, $142,390 [six months
ended January 31, 2006 - $nil] of SDTC funding has been included as a reduction of research and
development costs.

Investment tax credits

As of November 1, 2006 the Company ceased to be considered a Canadian-Controlled Private Corporation
for the purpose of earning refundable Investment Tax Credits (ITC's). Instead, the Company will file ITC
clamson qualified expenditures at arate of 20% and will apply them in the future towards taxes payable.

IERD funding

During the year ended October 31, 2004, the Company qualified for funding under the Industry Energy
Research and Development Program (IERD). Under this government funding program, IERD committed
to advance Synodon an amount equal to 28% of eligible cogs incurred, up to a maximum of $600,000. If
any other government assistance is received, then an adjusment will be made to the total contribution. A
10% holdback is withheld until final approval of completion of the project and has been included in
accounts receivable.

7. GOVERNMENT ASSISTANCE (CONTINUED)
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Synodon Inc.
(adevelopment stage enterprise)
NOTESTO FINANCIAL STATEMENTS

Interim Financia Statementsasat April 30, 2007
(unaudited)

The advances are non-interest bearing and are only repayable upon revenue earned, at an amount of 3% of
revenue earned in connection with the project. Asat April 30, 2007, atota of $580,403 [October 31, 2006
- $580,403] was advanced to the Company from the IERD program less a 10% holdback in each year.
During the six-month period ended April 30, 2007, $Nil of IERD funding has been included as a reduction
in research and devel opment costs [three-month period ended January 31, 2006 - $54,838].

8. RESEARCH AND DEVELOPMENT COSTS

Research and development costs and reductions due to government assi stance are summarized as follows:

Six months ended Six months ended
April 30, April 30,
2007 2006
$ $
Research and devel opment expenditures 594,700 238,650
Investment tax credit [note 7] (64,658) —
IERD government assistance [note 7] — (54,838)
SDTC government assistance [note 7]
Milestone #2 (142,390) —
Resear ch and development costs,
net of gover nment assistance 387,652 183,812

9. RELATED PARTY TRANSACTIONS

Officers, directors and shareholders provided promissory notes as well as services to the Company through
consulting and rental agreements. The related party transactions occurred during the norma course of the
Company’s operations and are measured at their exchange amounts, which is the consideration amount
established and agreed upon with the related parties.

(8 The Company leased facilities from an officer who is also a shareholder. Total rental payments for the
six-month period ended April 30, 2007 were $3,000 [six-month period ended April 30, 2006 -
$1,500].

(b) The Company incurred interest on promissory notes in the amount of $3,677 during the six-month
period ended April 30, 2007 [six-month period ended April 30, 2006 - $2,025] payable to directors of
the Company as noted in note 4.

10. SUBSEQUENT EVENTS

(8  Long-term lease financing

The Company signed a lease agreement with VVencore Solutions LLC on May 8, 2007, based in the
Portland, Oregon area, with respect to US$385,000 in long-term lease financing. With the
realSens™ insrument manufacturing completed, these funds will be used to procure auxiliary
equipment necessary for the helicopter installation of the system in anticipation of field trials this
summer. The full funding of this facility is anticipated to occur by October 31, 2007. As part of the
terms of the Lease Agreement, and subject to TSX Venture Exchange approval, Synodon will issue
to Vencore 66,000 warrants, exercisable at $0.65 Cdn and with aterm of two years.

10. SUBSEQUENT EVENTS (CONTINUED)
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Synodon Inc.
(adevelopment stage enterprise)
NOTESTO FINANCIAL STATEMENTS

Interim Financia Statementsasat April 30, 2007
(unaudited)

(b)  Private Placement

Synodon Inc. is undertaking a non-brokered private placement whereby the Corporation intends to issue up
to 2,000,000 units at a price of $0.55 per unit (the “Units’) for gross proceeds of $1,100,000. The Unitswill
be comprised of one Class A common share and one half of one common share purchase warrant (the
“Warrants'). Each whole Warrant will entitle the holder to purchase one additional Class A common share
of the Corporation a a price of $0.80 per share for a period of two years from the date of issue. The
Corporation will pay, where appropriate, a cash finder’s fee of up to 10% in connection with the sale of the
Units and issue finder’s warrants of up to 10% of the total number of Units issued under this offering. Each
finder's fee warrant will entitle the holder to subscribe for one Class A Common share of the Corporation
at aprice of $0.55 for a period of two years from the date of issue.
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