ECO-SAFE USA, INC.
AND
ECO-SAFE SYSTEMS USA, INC.
COMBINED FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2006 AND
THE PERIOD FROM JULY 1, 2005 (INCEPTION)
THROUGH DECEMBER 31, 2005

David Gilman, CPA
MENIM)ZA Semtor Accountant
BER(GER 0838 Research Drive
COMPANY, L.L.p  [nvize CA 92618
(94%) 387 - 9850
Cendied Mible Aecountnis (0490 387 - 9652 Fax
www.mendozaberger.com

Thiz Transmizsion may conrain privileged and confidennal informarion. If vou are nor the
intended recipien:. notify the sender tmmadharely. Unanthorized use of thiz informanion in any

manner is prokibired.

‘Cireular 230 Dizclosure: To azsure compliance with Treasury Depariment rule: governing tax
practice, we inform vou thar this advice (incinding any arachments) (1) was not written and &5
not intended to be used, and cannot be used, for me purpose of avoiding any fedeval tax penal-
' thar may be impozed on the taxpayer, and (2) may not be used in connaction with promoting,
markering or récommending 'o another person any mramsaction or mairer addveszed hevem.”

1pNy paiiuen
VSN SWalsAs ajes-003




TABLE OF CONTENTS

Independent AUENOTS" REPOM .....ciiovasrrimsmsriismsrrisissssssismmebessismrrsssssnssidas

Combined Balance Sheets ...coumrmsesmanssesimesere irraseess

Combined Statements of Operations

Combined Statement of Sharcholders’ Equity (Deficit). e

Combined Statemenis of Cash FIows .o i massminsssssimsnssspissssseseess

1PNy payiysd
VS SWoalsAS ajes-003




INDEFENDENT AUDITORS® REFORT

To the Board of Directors and Stockholders
of Eco-Safe Systems USA, Inc. and Eco-Safe USA, Inc.

We have audited the accompanying combined balance sheets of Eco-Safe Systems USA, Inc. {a
Delaware corporalion) and Eco-Safe USA, lne, (a California corporation) as of December 31,
2006 and 2005 ind the relaled combined statements of income, changes in shareholders’ equity,
and cash fAows for the year ended December 31, 2006 and for the period from inception (July 1,
2005} 1o December 31, 2005, These combined Gnancial sialements are Lhe responsibility of the
Company's management. Our responsibility is to express an opinion on these combined
financial staterments based on our aodit.

We conducted our sudils m accordimos wath generally accepted auditing standards as established
by the Auditing Standards Board (United States) and in accordence with the suditing standerds
of the Public Company Accounting Oversighl Board (Unitad States). Those atandards require
that we plon and perform the audit 10 obtain reasonehle assorance sbout whether the financial
statements are free of material misstatement. The Company is nol required (o have, nor were we
engaged to perform, en audit of its intemal contro] over financial reporting.  Our sudit included
comgideration of mtemal control over finencial reporting as & basis for designing audil
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opimion on the effectveness of the Compeny's infernal control over financial reporfing,
Accordingly, we express no such opinion.  An aoedit also includes examining, om o test basis,
evidence supporting the smounts end disclosures in the finoncal statements, assessing the
accoumting principles used and significant estimates made by management, as well as evaluating
the overall financinl statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the combined financial statements refermed to above present fairly, in all material
respects, the financial position of Eco-Safe Systems USA, Inc. and Eco-Safe USA, Tno. as of
December 31, 2006 and 2005 and the results of their operations and their cash lows for the year
ended December 31, 2006 and the period from Joly 1 to Decernber 31, 2005 in conformity with
accounting principles generally accepted in the United States of Amenca.

Mendoza Berger & Company, LLP

Irvine, California
July 23, 2007
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ECO-SAFE USA, INC.

AND
ECO-SAFE SYSTEMS USA, INC.
_ COMBINED BALANCE SHEETS
ASSETS
December 31,
2006 2005
Current assets;
Cash § 35784 § 6,367
Other current assets:
Accounts receiveble 18,184 -
Inventory 126,000 16,200
Prepaid expenses 6,441 4,692
Loans receivable 52,029 -
Total current asseis 238,438 27,259
Property and squipment, net 15,095 -
Other nasots:
Deposits 3875 1,875
Total other assets 3,875 1,875
Total assets i 257,408 5 29,134

See accompanying notes to financial statements
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ECO-SAFE USA, INC.
AND
ECO-SAFE SYSTEMS USA, INC.
COMBINED BALANCE SHEETS

LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIT)

December 31,
2006 1005

Current lisbilities:
Accounis payable 5 315814 5 -
Credit cands payahle 15,446 11,684
Accrued expenses 11,896 3,104
Accrued income taxes 16,233 1,143
Mote payable 9,999 =
Total current liabilities #9388 15,931
Long-term note payable — related pariy 30,103 11,210
Total long-term liahilities 30,103 11,210

Sharcholders” equity (deficit):
Common stock, Eco-Safe USA, Inc., par value $.0004,
5,000,000 shares muthorized, issued mmd outstanding
ot December 31, 2006 and 2005, respecti vely 2,000 2,000
Common stock, Eco-Safe Systems USA, Inc. par valoe
5.0004, 100,000,000 shares authorized, 84,076,372
and ) issued and outstanding st December 31, 2006

and 2005, respectively. 102,500 =
Fetained earnings (accumulated deficat) 33417 (7
Total shareholders” equity 137917 1,093
Total liabilities and shareholders” equity b 257,408 5 20,134
See aceompanying notes o finoncinl statements 3
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ECO-SAFE USA, INC.

AND
ECO-S5AFE S§YSTEMS USA, INC.
COMBINED STATEMENTS OF OPERATIONS
For the Period
From July 1,
2005
For the Year {Inception)
Ended Through
December 31, December 31,
2006 2005
Sales 4 334,416 5 68,653
Cost of goods sold (90,458) {27,858)
Gross profit o 243 958 40,795
Operaling expenses;

Automobile expense 13,197 927
Bank charges 1,431 121
Bond expense 332 -
Cormmissions 8,200 13,795
Consultants 1,829 -
Demuonstration cosls 9,221 1,657
Depreciation 226 -
Equipment leasing and rental 576 -
Fines and penaltics 508 -
Freight ouf and postage 2,107 1,895
Insurance 9,751 1,887
Inferest cxpense 7,549 358
Legel and accounting 43 254 -
Marketing expense 1,698 -
Menls and entertninment 8,275 743
HTice supplics 4238 953
Outside services 13,014 2,620
Patent fees 1,300 200
Product development 5,705 1,200
Public relations 14,493 -
Referral fees _ 5,300 -
Rt 22,612 4,495
irs and maintenance 1.730 167
Srmall tools and supplies 156 -
Taxes = other 180 -
Telephone 6920 1,328
Training 405 -
Traved 10,136 5,185
Total operating expenses 194 483 39,671
See pecompanying notes (o financial stolements 4
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ECO-SAFE USA, INC,

ECO-SAFE SYSTEMS USA, INC.
COMBINED STATEMENTS OF OFPERATIONS

Income {loss) from operations

Other meome and {expenses):
Interest income

Income {loss) before income iaxes
Income tax expense
et income { loss)

Weighted average number of shares cutstandimg
(basic and diluted)

For the Period
From Jaly 1,
2005
For the Year (Inception)
Ended Through
December 31, December 31,
2006 2005
40475 1,124
554 12
50,029 1,136
16 605 1,143
5 33,424 b (T}
18,613,678 5,000,000

See accompanying notes to financial statements
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ECO-SAFE USA, INC.

AND

ECO-SAFE SYSTEMS USA, INC,
COMBINED STATEMENTS OF CASH FLOWS

For the Period
From July 1,
2005
For the Year {Ineeption)
Ended Through
December 31, December 31,
Zivbe 2H5
Cash flows from operating activities;
Met income (loas) 5 35424 5 {7
Adjustment o recomeile nef income (losa) to net cosh
provided by (used in) oporating activitios:
Depreciation 176 =
Changes in:
Accounts receivable (18,184) -
Inventory {109,800) {16,200)
Prepaids and other assets (1,749) (4,692)
Dhee to/from shareholders {33,137) 11,210
Other assets {2,000) {1,875)
Accounts payable and accrued expenses 63,459 15,931
Net cash provided by (used in) operating activities (67,811} 4367
Cash flows from invesling activities:
Purchase of fixed asseis ____[IEJ_'Z'H} =
Met cash used in investing activities (15271) -
Cash flows from financing activities:
Proceeds from credit line 0,999 .
Proceeds from sale of common stock 102,500 2,000
Net cash provided by financing sctivities 112,499 2,000
MWet increase (decrease) in cash and cash equivalents 2907 6,367
Cush wmd cash equivalents, beginning of period 6,367 -
Crah and cash equivalents, end of period 3 15784 5 6,367
Supplemental disclosure of cash Mow information:
Income taxes paid 5 1,515 5 -
The accompanying notes are an integral part of these financial smatements 7
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ECO-SAFE USA, INC.
AND
ECO-SAFE SYSTEMS USA, INC.
KNOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2045

GENERAL

Eco-5afe USA, Ine. and Feo-Safe Systems USA, Inc. (the Company) which were formed
in July 2005 and May 2006, respectively, are in the business of developing,
manufacturing and distributing ozone water reclamation systems and ozone food
disinfection systems. These systems are designed to be utilized by large institutions such
as grocery stores, fish processing plants and in the boef and poultry indusory, as well as
for individual home use, The systems are 100% toxin free and present an alteroative to
use of harsh chemicals or disinfecting agents for food and water sanitization.

The Company received initial FOA approval for the safc use of ozone prodocts as an
antimicrobial on food products including produce, beef and poultry in either a gaseous or
agueous state in June of 2001, In December of 2000, nzone was approved by the USDA
and allowed a5 an ingredient in or on products labeled as organic.

Because the ozone systems slow the decaying process, the wse of the ozone food
disinfection system extends the usaful shelfl life of produce, beaf and poultry, anywhere
from four 1o tweoty five divs, depending on the product. It also significantly decreases
bacteria count on these products throughout the shelf life.

Dunng (he yvear ended December 31, 2006, the Company distnbuted demonstration uniis
for a month to various businesses, nmning tests at Company cost, to prove the
effectiveness of the systems. Many of these units were subsequently sold to the
customers, There were also gales in 2005,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Accounting

The sccompanying financial statements have been prepared on the pocrunl bass of
sccounting, and in acoordince with generally accepled accounting principles.

Use of Fstimates

The preparation of financial statements in conformity with accounting  principles
generally accepted in the United States of America requires the plan administrator to
malke estimates and assumptions that affect certain repomed amounts and disclosures,
Accordingly, actual results may differ from those estimates.
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ECD-SAFE USA, INC.
AND
ECO-SAFE SYSTEMS USA, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMEBER 31, 2006 AND 1005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICTES (Continued)
Cash and Cash Equivalents

For purposes of financial statement presentation, the Company considers all money
market funds and highly liquid debt instruments with maturities of three months or less to
be cash equivalents.

Inventory

Inventory s comprised of only finished units which are valued using a standard cost
based on the annual average cost of production,

Property, Plant and Fquipment

Property and equipmeni is recorded ot cosl, Depreciation is compuled using the straight-
line methed ever the estimated usefnl lives of five to seven years. Repairs and
maintenance costs are expensed sa incurred, end expenditures for major improvements
which extend the usefisl lives of the improved assets are capitalized,

Income Taxes

Income taxes are provided for the tax effects of transsctions reporied in the financial
gtatements and consist of taxes currently due plus deferred taxes, Deferred texes are
recognized for differences between the basis of assels ond liabilities for financial
stafement nnd income {ax purposes. Deferred taxes also are recognized for operating
losses and tax credits that are available to offset firure texable income. There ware no
deferred taxes as of December 31, 2006 and 2005,

Adoption of FASE Interpretation 46R

In December 2003, the Financial Accounting Standards Board (FASB) issued FASH
Interpretation S6R [FIN 46R), a revision to Interpretation 46 (FIN 46}, “Consolidation of
Variahle Interest Enrities”. FIN 46R clarifies some of the provisions of FIN 46 and
cxempts cortmin entities from its requirements.  FIN 46R is effective for nonpublic
entities by the beginning of the first anmual period after December 15, 2004, FIN 46R
addresses consolidation by business enterprises of variable interest entities and
management believes the adoption of FIN 46R hes a material impact on the Company’s
financial stalements. FIN 461 provides a new framework for identifying variable interest
entities (VIEs) and determining when & company should inclode the nssets, linbilities,
noncontrolling interests and results of operations of a VIE in its consolidated financial
statements,
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ECO-SAFE USA, INC.
AND
ECO-SAFE SYSTEMS USA, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMEBER 31, 20 AND 2iHI5

3'

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued}
Adoption of FASB Interpretation 46R (continued)

In general, a VIE is a corpomation, parinership, limited-liability corporation, trust or any
other legal structure used to conduct activities or hold assets that either (1) has an
insufficient amount of equity to carry out its principal activities without additional
suboridinated financial suppor, (2) has a group of equity owners thet are unsble to make
gignificant decisions about its activities, or (3) has a group of equity owners that do not
have the obligation to absorb losses or the right to receive returns genersied by its
operations.

FIN 46R requires a VIE to be consolidated if o party with an ownership, contractual or
other financial interest in the VIE (a variable interest holder) iz obligated to absorb o
majority of the risk of loss for the VIE's activities, is entitled to receive a majority of the
V1E's residual retums (if no party absorbs 8 majority of the VIE™s losses) or both. A
variahle interest holder that consolidates the VIE is called the primary beneficiary. Upon
consolidation, the primary beneficiary penerally must initially resord all of the VIE'a
assets, lishilities and noncontrolling interests ot fiir valee and subsegquently account for
the VIE as if it were consolidated based on majority voling interest. FIN 46R also

disclosures abom YTEs thar the varighle interest holder is not required to
consolidate, but in which it has a significant varisble interest.

In accordance with the transition provisions of FIN 46R, the assets, lisbilities and
noncontrolling interests of new consolidated V1Es were initially recorded et the amounts
gt which they would have been cammied in the consolidated financial statements if FIN
46R had been effective when the Company first met the conditions to be the primary
beneficiary of the VIE. (In situations where the determining carrying amounts as
required was impractical, the assets, lisbiliies and noncontrolling interests  were
measured wsing their fair values as of December 31, 2005.)

ACCOUNTS RECEIVABLE

As of December 31, 2006 all accounts receivables are current and collectable. Therefore,
no reserve for uncollectible accounts is required. There were no accounts receivable al
December 31, 2005,

10
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ECO-SAFE USA, INC.
AND
ECO-SAFE SYSTEMS USA, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMEER 131, 2006 AND 2005

TY UIF

Property and equipment at December 31, consists of the following:

2006 05
Furmiture and equipmet b Q00 3 -
Vehicles 14,370 -
Less: accumulated depreciation (176) -
Total property and equipment i 15,094 b -

Deprociation expense as of December 31, 2006 and 2005 was $176 and 80, respectively.

BANK LINE OF CREDIT AND CREDIT CARDS PAYABLE

The Company obtmined a bank line of credit during 2006. The limil on this line is
510,000, Bomowings under the agreement accrue interest al the bank’s prime rate plus
4.00%. This revolving line of credit has no expiration date bt is reviewed gnnually, The
Company had an outstanding balance of $9,999 on the line of credit st December 31,
2006,

Credit cards payable ore comprised of three separate credit cards, two of which sre issued
to officers of Eco-Safe USA, Inc., and one general business credit card, also from Eco-
Safe USA, Inc. The officers’ credit cards maintzin credit imits of 54,000 and 510,000
end acerue interest at 13.33% for purchases and 23.83% for cash advances. There were
i cash sdvances maintained on these cards 88 of December 31, 2006 and 2005, The
outstanding balances on these cards were $3,965 and $9,513 as of December 31, 2006,
and 52,922 and 58,761 as of December 1, 2005, respectively. The genemnl business credit
card maintaing a $2_ 500 credit imit and can only be used for purchases, allowing no cash
advances, The outstanding balances on this card as of December 31, 2006 and 2005 were
$1,968 and $0, respectively.

Interest expense as of December 31, 2006 and 2005 was $7,549 and 5358, respectively.

11

1Ipny payiue)

-

= | /9N swaejsAs ejeg-003




ECO-SAFE USA, INC.
AND

ECO-SAFE SYSTEMS USA, INC.

NOTES TO COMBINED FINANCIAL STATEMENTS
'DECEMBER 31, 2006 AND 2005

COMMITMENTS & CONTINGENCIES

Operating Leases

The Company leases facilities under two separate operating leases expiring on January 31
and October 31, 2008,

Total rental expense on operating leases as of December 31, 2006 and 2005 was $22,613
end ¥ 4,495, respectively,

As of December 31, 2006 the future minimum lease payments are as follows:

Eco-Safe
Eco-Safe Systems
___ For the Years Ending December 31, USA, Inc. USA, Inc.
2007 5 23,288 i 22,000
2008 19,875 2,000
Total 5 43,163 5 24,000

Fublic Relations Service Agreement

On July 18, 2006 the Company entered into mn agreement with a Public Relations Firm
(PR Firm) for services involving markel enalysis, branding, web site identification and
related services. The agresment expires on July 18, 2008,

Total budgeted cosl for the initial services, including: Market Analysis, Branding, Copy,
Web Site and Downloadables, and Design shall be $7,000, one-half 1o be delivered upon
commencement of the project and one-half to be delivered upon completion. In
conjunction with the peyment terms of this agreement, 50,000 shares shall be issued to a
separate individual of the public relations team, m the ssme percentage distribution as the
cash.

Continued monthly services shall be paid as follows: o $2,500 retainer to be paid at the
beginning of each month, plus out of pockel expenses. In the event the relsiner is mot
paid, the PR Firm may elect to have company stock shares allocated to them in liew of
cash. Imterest on umpaid amounts will acerue ot 1/2%, 30 days after billing.

12
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FCO-SAFE USA, INC.
AND
ECO-SAFE SYSTEMS USA, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2005

[

COMMITMENTS & CONTINGENCIES (Continued)
Public Relations Service Agreement (continued)

In the event the Company becomes a publicly traded company, the Company shall
arrange to have transferred to the PR Firm one million shares of voling stock. Paperwork
reluted o such stock transfer shall be submifted to the PR Firm within two weeks of the
inilial public issusnce of Company stock.

The agreement will be reviewad every six months, with any muwtally agreeable
odjustments made based on workload and Company regoirements,  The agreement
continues sutomatically upon termination unless cancelled in writing by either party.

RELATED PARTY TRANSACTIONS
MNotes Receivable Related Parties

The mnscoured note receivable from related parties was due from Global Marketing, Inc.,
which is 100% owned by the two compandes” president, who is also the sole owner of
Eco-Safe USA, Inc. The nole had a balance of $50,839 and $0 as of December 31, 2006
end 2005, respectively. Any interest accrual associsted with this receivable would not
materially effect the financial statements &t year end and, therefore, iz not presented.
This note is included with loans receivable — shareholders,

N able —
The Company has & note payable to a shareholder in the amount of $30,103 and $11,210
as of December 31, 2006 and 2005, respectively. This note represents unretimbursed

business expenscs paid by the sharcholder on behalf of the Company. These advances
are non-interest bearing, have no fixed terms of repsyment and are unsecured.

13
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ECO-5AFE USA, INC,
AND
ECO-5AFE SYSTEMS USA, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 2006 AND 2045

REORGANIZATION

On May 3, 2006, Eco-Safe Sysiems USA, Inc (Systems) was incorporated in the state of
California end 100,000,000 shares were authorized, with 45,000,000 ghares of comman
sinck being issued for $0.0001 per share, to three separate sharcholders. All sharcholders
were officers of the Company ul the time the shares were issued. The president of
Systems is the sole owner of Eco-Safe USA, Ine.

As of May 31, 2006, the Company made and entered into an agreement which provides
for the renrganization of C.F. Green Corporation (CFGC), a Delaware corporation, with
and nto Systems, o California corporation, resulting in CFGC becoming a wholly-owned
subsidiary of Systems. The ngreement is for the exchenge of 72% of the outstanding
common stock (restricted common stock) of CFGC, or 43,470,988 shares, for 100% of
the cutstanding commen shares of Systems, or 45,000,000 shares.

The former shareholders of CFGC acquired control of Systems upon the closing of the
share exchange transaction. The exchange was accounted for as a reverse acquisition.
Accordingly, for financial statement purposes, CFGC was considered the accounting
acquirer, and the related business combination was considered a recapitalizstion of CFGC
rather than an acquisition by Systems. The historical finencial statements prior to the
sgreement will be those of CFGC, #nd the name of the consolideied company going
forward will be Eco-Safe Systems USA, Inc.

The following shows the unaudited condensed balance sheet for CFGC as of December
31, 2005:

Current assets 5 541
Crrrent lahilities 5 (1,465)
Capital {59,975)
Retained earmings 60,899
Total liabilities and equity 5 541

14
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ECO-SAFE USA, INC.
AND
ECO-SAFE SYSTEMS USA, INC.
NOTES TO COMBINED FINANCIAL STATEMENTS
DECEMBER 31, 1006 AND 2005

SUBSEQUENT EVENIS

Effective Junuary 1, 2007, Systems, a Delaware corporation, purchased 100% of the
outstanding stock of Eco-3afe USA, Inc. (Eco), 8 California corperation, whereby the
President of both Beo and Systems, agreed to fransfer all cutstanding common shares of
Eco in exchange for 100,000 shares of Systems. Afier the reorganization, both Eco and
Systems continued as corporations govemed by the laws of their respective states of
ineorporation. 1t was intended that this reorganication should constitule a fax-free
transaction within the meaning of the Intornal Revenue Code of 1986, as amended (the
Code), and that the agreement thereto pertaining should constitute a “plan of transaction™
for purposes of the Code. The presidenl of both corporations represents that the fair
market value of the shares of Eco and the sheres of Systems were epproximalely equal.
The shares of Systems received are not o be registered under the Securities Act of 1933,
nor under any state securities lows and ore being offered and sold i reliance opon federal
and state exemptions for transactions not involving any public offering, Said shares were
acquired for investment purposes only, nol for foture distribution.

During 2007, §,250,000 common shares af Systems, net of cancellations, were sold or

distributed to vmrtous parties.  Of those, 8,150,000 were tranafesred to officers,
contractors or other emplovess of Systema for services,
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