Synodon Inc.

Interim Financial Statements
For the Second Quarter Ended April 30, 2008 and 2007
Unaudited

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



Synodon Inc.

(a development stage enterprise)
BALANCE SHEETS

(see note 1 — going concer n uncertainty)
(unaudited)

Asat April 30, October 31,
2008 2007
$ $
ASSETS
Current
Cash — 4,943
Accounts receivable 119,799 114,827
Prepaid expenses and deposits 14,923 10,697
134,722 130,467
Property and equipment [ note 3] 15,426 15,970
Long-term deposits 19,534 18,786
169,682 165,223
LIABILITIESAND SHAREHOLDERS DEFICIENCY
Current
Outstanding cheques in excess of bank balance 29 —
Accounts payable and accrued liabilities 1,228,792 725,837
Government assistance [ note 9] — 11,790
Notes payable [note 4] 19,000 5,000
Loans from directors [ note 5] 119,000 28,000
Current portion of obligations under capital lease [ note 6] 38,925 30,569
Deposit on distribution rights 65,875 65,875
1,471,621 867,071
Obligations under capital lease[note 6] 5,883 17,064
1,477,504 884,135
Shareholders' deficiency
Share capita [note 7] 4,320,814 4,239,464
Warrants on issue of units 256,634 256,634
Contributed surplus [ note 8] 595,799 538,248
Deficit (6,481,069) (5,753,258)
(1,307,822) (718,912)
169,682 165,223

See accompanying notes

On behalf of the Board:

(signed) “Adrian Banica”

Adrian Banica, President and Chief
Executive Officer

(signed) “Nimal Rodrigo”

Nimal Rodrigo, Chief Financial

Officer



Synodon Inc.

(a development stage enterprise)

STATEMENTSOF LOSSAND COMPREHENSIVE LOSSAND

DEFICIT
(unaudited)
Three months ended Six months ended
April 30, April 30
2008 2007 2008 2007
$ $ $ $

REVENUE — — — —
EXPENSES

Research and devel opment costs, net

of government assistance [ nhote 10] 136,403 178,294 314,533 387,652
Amortization 1,508 1,845 2,821 3,225
Financing charges and interest 16,569 6,727 37,071 10,924
Foreign exchange (gains) losses 6,624 5,803 35,992 5,438
Gain on disposal of assets — (53) — (53)
Stock-based compensation 40,502 21,331 57,551 87,522
Office and general administrative 166,137 166,950 279,843 338,182
367,743 380,897 727,811 832,890

L ossfrom operations (367,743)  (380,897) (727,811) (832,890)
Other income — 16,690 — 16,690
NET LOSS AND COMPREHENSIVE

LOSSFOR THE PERIOD (367,743)  (364,207) (721,811) (816,200)

Deficit, beginning of the period

(6,113,326) (4,399,063)

(5,753,258) (3,947,070)

Deficit, end of the period

(6,481,069) (4,763,270)

(6,481,069) (4,763,270)

L oss per share
- Basic and diluted

(0.02)

(0.02)

(0.04) (0.04)

Weighted-average number of
shar es outstanding

20,830,689 20,247,904

20,793,509 19,256,393

See accompanying notes



Synodon Inc.

(a development stage enterprise)
STATEMENTSOF CASH FLOWS
(unaudited)

Three months ended Six months ended
April 30, April 30
2008 2007 2008 2007
$ $ $ $

OPERATING ACTIVITIES
Lossfor the period (367,743)  (364,207) (727,811) (816,200)
Add charges to operations not requiring

acurrent cash payment:

Stock-based compensation 40,502 21,331 57,551 87,522

Non-cash payment for services 50,000 — 50,000 —

Gain on sale of assets 0 (53) 0 (53)

Amortization 1,508 1,845 2,821 3,225

(275,733)  (341,084) (617,439) (725,506)

Net change in non-cash working capital

bal ances related to operations:

Accounts receivable 9,176 (2,423) (4,972) (25,952)

Investment tax credits recoverable 0 244,225 0 178,871

Contract deposit 0 (6,820) 0 (48,698)

Prepaid expenses (7,120) 321 (4,226) (2,668)

Accounts payable and accrued liabilities 247,163 119,087 502,955 (417,697)

Government assistance advance 0 (51,793) (11,790) (142,390)
Cash provided by operating activities (26,514) (38,487) (135,472)  (1,184,040)
INVESTING ACTIVITIES
Purchase of property, plant and equi pment (2,277) (1,310) (2,277) (1,670)
Cash used in investing activities (2,277) (1,310) (2,277) (1,670)
FINANCING ACTIVITIES
Repayment of obligations under capital lease (614) (2,825) —
Long-term deposits (210) 0 (748)
Proceeds on disposal of assets 0 1,650 0 1,650
Repayment of notes payable 0 (5,000) 0 (8,000)
I ssuance of notes payable 30,000 — 105,000 12,000
I ssuance of shares - 600 32,100 1,431,750
Share issuance costs (750) — (750) (158,304)
Cash provided by (used in) financing activities 28,426 (2,750) 132,777 1,279,096
Net increase (decrease) in cash

during the period (365) (42,547) (4,972) 98,386

Cash, beginning of period 336 141,238 4,943 305
Cash, end of period (29) 98,691 (29) 98,691
Supplemental cash flow information
I nterest paid 0 506 689 1,312

See accompanying notes



Synodon Inc.
(a development stage enterprise)

NOTESTO FINANCIAL STATEMENTS

Interim Financial Statements as at April 30, 2008
(unaudited)

1. GOING CONCERN UNCERTAINTY AND NATURE OF BUSINESS

Going Concern Uncertainty

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

The Company has incurred significant losses since incorporation and as at April 30, 2008, the Company
has an accumulated deficit of $6,481,069. At present, the Corporation does not have sufficient cash to
continue its activities in the normal course of business. 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 this time. 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 .

Nature of Business

The Company is an advanced remote sensing technology company which has developed a proprietary
platform technology called real Sens™ that has been proven to be capable of measuring small ground-level
gas concentrations from an aircraft flying up to 300 metres in dtitude. The Company isin the fina stages
of completing the prototype manufacturing of the realSens™ instrument and developing its plan for
commerciaization and as such considered a devel opment stage company.

2. SIGNIFICANT ACCOUNTING POLICIES

These unaudited interim financial statements should be read in conjunction with the October 31, 2007
annud financial statements as disclosures provided in the interim financia statements do not conformin al
respects to the requirements of GAAP for annual financial statements. In management’s opinion, the
interim financial statements include all adjustments necessary to present fairly such interim financia
statements. The same accounting policies and methods are used as in the 2007 financia statements except
for new accounting standards adopted during the quarter.

CHANGESIN ACCOUNTING POLICIES
Effective November 1, 2007, the Company adopted the following new accounting policies:
CICA 1506 — Accounting Changes

This new standard alows an entity to change an accounting policy only if the change is required by a
primary source of GAAP or if the new policy results in more reliable and more relevant information about
the effects of transactions, other events or conditions on the entity's financial position, financia
performance or cash flows. This standard is effective for interim and annual periods related to fiscal years
beginning on or after January 1, 2007. The adoption of this standard did not have any effect on the
Company.



Synodon Inc.
(a development stage enterprise)

NOTESTO FINANCIAL STATEMENTS

Interim Financial Statements as at April 30, 2008
(unaudited)

CICA 1535 - Capital Disclosures

This new standard requires an entity to provide disclosures related to its capital and how it is managed.
The standard is effective for interim and annual periods related to fiscal years beginning on or after October
1, 2007.

The Company’s objective in managing its capita is to ensure that it has appropriate financial resources to
continue to further its technology toward commercidization. The Company has been primarily dependent
upon the issue of common shares and units comprising common shares and a portion of a common share
purchase warrant as sources of capital as market conditions and the stage of the Company’s technology
development have alowed. During certain times when market conditions have not been suitable for
issuing units or common shares, the Company has accessed |ease financing and issued notes payable as
short to medium term sources of capital.

The Company is not currently subject to any externally imposed capita requirements.
CICA 3862 — Financial I nstruments — Disclosure

This new standard establishes standards for disclosure about financia instruments and non-financia
derivatives. The standard is effective for interim and annual financia statements relating to fisca years
beginning on or after October 1, 2007.

Credit risk

The Company’ s accounts receivable as presented on its balance sheet represent its total exposure to credit
risk and are comprised primarily of holdbacks related to government assistance programs.  These
holdbacks are expected to be released upon the Company filing appropriate fina reportsincluding externa
auditors' reports on certain financial information of the related program. The Company expects to collect
the holdbacks on filing of the final reports required under the programs. The company has filed an
application for further government assistance and if approved the receipt of $65,000 of holdbacks may be
delayed until the completion of a further milestone which would be expected to be reached in the first half
of the Company’s fiscal 2009 (note 9)

Interest raterisk

The Company has fixed repayment terms on its obligations under capital lease and fixed interest rates on its
notes payable and, accordingly, is not exposed to interest rate cash flow risk on its interest-bearing
obligations. The Company is exposed to interest rate price risk should interest rates fal while the Company
is committed to a higher fixed rate.

CICA 3863 — Financial I nstruments — Presentation

This new standard supersedes and carries forward unchanged the presentation standards of CICA 3861
Financial Instruments — Presentation and Disclosure. The standard is effective for interim and annual
financial statements relating to fiscal years beginning on or after October 1, 2007. There was no effect on
the Company of adopting this standard.

Other Accounting Policies

In addition to the disclosures in its annual financial statements, the Company is disclosing its accounting
policy related to leases which was on previoudly disclosed.



Synodon Inc.
(a development stage enterprise)

NOTESTO FINANCIAL STATEMENTS

Interim Financial Statements as at April 30, 2008
(unaudited)

L eases

The Company records its |ease obligations as either operating or capital. Capital |eases are those where the
Company is transferred substantially all of the benefits and risks of ownership whereas under operating
leases the Company is not transferred substantialy all of the benefits and risks of ownership. Capital lease
obligations are accounted for as the acquisition of property and equipment or devel opment expenditure and
arelated obligation measured at the present val ue of future minimum |ease payments. The related assets, if
capitadized, are amortized, over their estimated useful lives and imputed interest is recognized as a
component of periodic |ease payments. Operating |eases are expensed as the payments are due.

RECENT ACCOUNTING PRONOUNCEMENTSISSUED BUT NOT YET ADOPTED
International Financial Reporting Standards

In February 2008, the Canadian Accounting Standards Board confirmed that Canadian public companies
will be required to adopt International Financial Reporting Standards for years beginning on or after

January 1, 2011. The Company has not yet evaluated the effect of this change in standards on its financia
statements.

3. PROPERTY AND EQUIPMENT

Property and equipment consist of the following:

April 30, 2008
Accumulated Net book
Cost amortization value
$ $ $

Computer equipment 37,890 33,242 4,648
Computer software 6,866 6,507 359
Laboratory equipment 8,048 3,044 5,004
Furniture and fixtures 12,873 7,458 5,415
65,677 50,251 15,426

October 31, 2007

Accumulated Net book
Cost amortization value
$ $ $
Computer equipment 36,735 31,692 5,043
Computer software 6,521 6,321 200
Laboratory equipment 7,271 2,544 4,727
Furniture and fixtures 12,873 6,873 6,000

63,400 47,430 15,970




Synodon Inc.
(a development stage enterprise)

NOTESTO FINANCIAL STATEMENTS
Interim Financial Statements as at April 30, 2008
(unaudited)

4. NOTESPAYABLE

The notes payable consist of the following:

April 30, October 31,
2008 2007
$ $
Demand promissory notes
Notes, bearing interest at 8% per annum 19,000 5,000
19,000 5,000

During the three-month period ended April 30, 2008, the Corporation issued demand promissory notes with

aface value of $14,000.

5. LOANSFROM DIRECTOR’S

The loans from Director’s consist of the following:

April 30, October 31,
2008 2007
$ $
Demand promissory notes
Notes, bearing interest at 8% per annum 119,000 28,000
119,000 28,000

During the three-month period ended April 30, 2008, the Corporation issued demand promissory notes with

aface value of $16,000.

6. OBLIGATIONSUNDER CAPITAL LEASE

April 30, October 31,

2008 2007
$ $
Vencore SolutionsLLC, at 8.25%
Lease contract #1, payable $1,776 monthly, due October 10, 2009 31,445 37,416
Lease contract #2, payable $526 monthly, due October 25, 2009 10,053 11,365
L ease contract #3, payable $1,281 monthly, due November 25, 2009 25,965 29,118
67,463 77,899
L ess amounts representing interest and lease arrangement costs (22,655) (30,266)
44,808 47,633
Less current portion of obligations under capital lease (38,925) (30,569)
5,883 17,064




Synodon Inc.
(a development stage enterprise)

NOTESTO FINANCIAL STATEMENTS

Interim Financial Statements as at April 30, 2008
(unaudited)

7. SHARE CAPITAL

April 30, October 31,
2008 2007
$ $
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
I ssued and outstanding
20,872,712 Class A common shares 4,320,814
20,746,571 Class A common shares 4,239,464
The following table sets out the change in share capital:
Number
of shares Total
$
Balance, October 31, 2006 17,255,550 3,285,593
Issued in IPO, net of costs of issuance of $441,694 and net of
fair value of warrants of $294,787 2,807,500 667,269
Issued in private placement, net of costs of issuance of $20,070
and net of fair value of warrants of $51,688 492,271 198,993
Issued for cash on the exercise of warrants 11,250 6,750
Issued for cash from exercise of options 50,000 25,000
Issued on conversion of notes payable and accrued interest 130,000 51,350
Reclassify from contributed surplus on exercise of options — 4,509
Balance, October 31, 2007 20,746,571 4,239,464
Issued for cash on the exercise of broker warrants 4,000 2,000
Issued for cash on the exercise of warrants 58,038 30,100
Balance, January 31,2008 20,808,609 4,271,564
Issued on conversion of account payable, net of costs of issuance of $750 64,103 49,250
Balance, April 30, 2008 20,872,712 4,320,814

I ssuance of common sharesfor debt



Synodon Inc.
(a development stage enterprise)

NOTESTO FINANCIAL STATEMENTS

Interim Financial Statements as at April 30, 2008
(unaudited)

On February 12, 2008, the Company issued 64,103 common shares to a supplier in satisfaction of aliability
to that supplier incurred during December, 2007

Warrants

At April 30, 2008 the Company had 2,119,665 (October 31, 2007 — 2,795,315) common share purchase
warrants outstanding, as follows:

Number
Exercise outstanding
price Expiry and
$ date exercisable

0.65 October 15, 2008 281
0.65 US December 31, 2009 98,500
0.60-0.75 December 28, 2008 1,365,000
0.60-0.75 December 28, 2008 65,000
0.50 December 28, 2008 276,750
0.65 May 15, 2009 66,000
0.80 September 13, 2009 246,134

2,119,665

During the three month period ended April 30, 2008, a total of 2,557 common share purchase warrants
expired.

Shar e options

Under the Company's share option policy, options to purchase common shares may be granted by the Board
of Directors to directors, officers and employees. The Company has reserved up to 10% of the outstanding
common shares as a pool available for the settlement of options. The exercise price per share and the
vesting period shall be determined at the time of grant by the Board. Except for thefirst grant, which vested
when specific performance criteria were met, options granted prior to October 31, 2006 have vested
immediately. Options granted subsequent to October 31, 2006 generaly vest over a period of three years.
The option period for options granted as compensation to directors, officers and employees shall be a
period of time fixed by the Board not to exceed five years. The option period for options granted in
exchange for services is specified by the Board at the time of grant and ranged from three to ten years for
options granted prior to April 30, 2006. If an option has lapsed, the board may grant new options covering
the shares not purchased. If a participant ceases to be an employee or provider, the participant has 90 days
to exercise his options or they are cancelled.

The following table summarizes information about share options outstanding at April 30, 2008:

Weighted-
Number aver age
Y ear outstanding remaining Weighted-
Exercise of contractual average

price grant life exerciseprice

$ [years] $
0.45 2005 400,000 1.7 0.45
0.40 2006 550,000 1.7 0.40
0.50 2006 100,000 31 0.50
0.50 2007 410,000 3.7 0.50

0.78 2008 300,000 4.8 0.78



Synodon Inc.
(a development stage enterprise)
NOTESTO FINANCIAL STATEMENTS

Interim Financial Statements as at April 30, 2008
(unaudited)

$0.40-0.78 1,760,000 28 0.5051

The weighted-average fair value of share options is determined at the date of grant using the Black-Scholes
option pricing model. For the period ended April 30, 2008, $40,502 [period ended April 30, 2007 -
$21,331] has been recorded as compensation expense with an equal amount reflected in contributed
surplus. A total of 80,000 options held by a departing director have been cancelled during the period.

Optionsgrant

On February 12, 2008, the Company granted 300,000 options to purchase common shares to officers and
employees which vest over atwo year period and are exercisable at $0.78 per option.

The compensation expense at each grant date was calculated using the following assumptions:

For 3 monthsended For 6 months ended
April 30,2008  April 30, 2008

Weighted average exercise price $0.78 $0.78
Expected dividend yield 0.00% 0.00%
Weighted average risk-free interest rate 3.25% 3.25%
Expected volatility 115% 115%
Weighted average expected life 5.0 years 5.0 years

8. CONTRIBUTED SURPLUS

The following table sets out the change in contributed surplus:

Six Months Year ended
April 30, October 31,
2008 2007
$ $
Balance, beginning of period 538,248 322,006
Stock-based compensation 57,551 131,619
I ssuance of warrants — 89,132
Transfer to share capital on exercise of options — (4,509)
Balance, end of period 595,799 538,248

9. GOVERNMENT ASSISTANCE

SDTC funding

During fiscal 2006 the Company entered into a funding agreement with Canada Foundation for Sustainable
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 development, demonstration and pre-commercialization of technological solutions
which address climate change and air quality. Upon the Company attaining pre-determined milestones,
SDTC advances non-repayable funds totalling the lesser of $650,000 and 24.77% of the eligible project
costs, less 10% holdbacks on each advance. As at October 31, 2007, Milestone #1 and #2 were earned and
the Company received $529,155 ($587,950 less 10% holdback) for these milestones. The Company also
received an advance of $55,845 ($62,050 less 10% holdback) for Milestone #3. As at October 31, 2007, the



Synodon Inc.
(a development stage enterprise)
NOTESTO FINANCIAL STATEMENTS

Interim Financial Statements as at April 30, 2008
(unaudited)

Company earned $50,260 of the Milestone #3 funding. During the quarter ended January 31, 2008, the
remaining $11,790 was earned and has been included as a reduction of research and devel opment costs.

During the three months ended April 30, 2008, the Company applied for incremental funding for both
previoudy unclaimed expenses in Milestone #2 and a new Milestone #4. The holdback outstanding is
currently $65,000. If the current application is not successful, the Company expects to receive payment for
the entire holdback. If the current application is successful, the Company, expects to receive payment for
the expanded holdback at the completion of Milestone #4.

I[ERD

The Company has applied for final approval of the project completion related to the holdback of $60,000.

I nvestment tax credits

As of December 29, 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
claims on qualified expenditures at a rate of 20% and will apply them in the future towards taxes payable.

10. RESEARCH AND DEVELOPMENT COSTS

Research and devel opment costs and reductions due to government assistance are summarized as follows:

Six months ended Six months ended
April 30, April 30,
2008 2007
$ $
Research and devel opment expenditures 326,323 594,700
Investment tax credit [note 9] — (64,658)
SDTC government assistance [ note 9] (11,790) (142,390)
Milestone #2
Research and devel opment costs,
net of government assi stance 314,533 387,652

11. RELATED PARTY TRANSACTIONS

Officers, directors and shareholders provided promissory notes as well as services to the Company through
rental agreements. The related party transactions occurred during the normal 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.

(@ The Company leased facilities from an officer who is also a shareholder. Total rental payments for the
six-month period ended April 30, 2008 were $2,500 [six-month period ended April 30, 2007 -
$3,000].

(b) The Company incurred interest on promissory notes in the amount of $3,904 during the six-month
period ended April 30, 2008 [six-month period ended April 30, 2007 - $3,677] of which $3,600 was
payable to directors of the Company.



Synodon Inc.
(a development stage enterprise)

NOTESTO FINANCIAL STATEMENTS

Interim Financial Statements as at April 30, 2008
(unaudited)

12. COMPARATIVE FIGURES

Certain of the comparative figures have been reclassified to conform with the current period’ s presentation.

13. SUBSEQUENT EVENTS

Private Placement

On May 7, 2008, the Corporation announced the commencement of a non-brokered private placement
process whereby the Corporation seeks to issue up to 2,750,000 units at a price of $0.55 per unit (the
“Units") for gross proceeds of $1,512,500.00.

The Units will be comprised of one Class A common share and one Class A common share purchase
warrant (the “Warrants”). Each Warrant will entitle the holder to purchase one additional Class A common
share of the Corporation at a price of $0.80 per share for a period of two years from the date of issue. The
Warrants will have an accelerated exercise provision under which, if the volume weighted average closing
price of the Shares, as traded on the Stock Exchange, equals or exceeds $1.05 per Share, then the warrants
must be exercised or will expire 30 caendar days after notice of such event is mailed to the warrant-
holders.

The Corporation will pay, where appropriate, a cash finder’'s fee of up to 7% in connection with the sale of
the Units and issue finder’s warrants of up to 7% 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 aperiod of two years from the date of issue.

Proceeds from this offering will be used by the Corporation for general working capital.

Completion of this placement is subject to the approval of the TSX Venture Exchange.

On Mayl16, 2008, the Corporation signed a procurement contract with U.S. based detector supplier for
production of the next generation detector for the realSens™ instrument. The contract specifies payment

and delivery of aworking prototype in calendar 2008 for the amount of $160,000 and the delivery of five
more units by summer of 2009 in the amount of $475,000 for atotal contract value of $635,000.



