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COUNTERPATH SOLUTIONS, INC.

INTERIM CONSOLIDATED BALANCE SHEETS

(Stated in U.S. Dollars)

Assets
Current assets:
Cash
Accounts receivable (net of allowance for déulkaccounts of
$57,984 and $56,817 respectively)
Prepaid expenses and deposits
Total current assets

Deposits - Note 7
Equipment

Deferred income tax asset
Other assets

Total Assets

Liabilities and Capital Deficit
Current liabilities:
Accounts payable and accrued liabilities
Due to related parties
Unearned revenue
Customer deposits
Warranty payable
Total current liabilities

Convertible debentures — Note 4
Unrecognized tax benefit — Note 2(c)
Total liabilities

Stockholders’ equity (capital deficit):
Common stock, $0.001 par value — Note 5

Authorized: 415,384,500

Issued and outstanding:

July 31, 2007 — 37,940,983; April 30, 20077-930,983
Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive loss — curreramystation
adjustment

Total capital deficit

Liabilities and Capital Deficit

Going concern (Note 2)

New accounting pronouncement (Note 2(c))
Commitments and Contingent Liability (Notes 7 and 8
Subsequent events (Note 9)

July 31, April 30,
2007 2007
(Unaudited)
¢ 141117 1,680,22
1,619,38 1,924,89
103,00: 129,53:
3,133,55 3,734,65
78,08 74,61
227,03: 276,59¢
173,38! -
105,64¢ 25,71¢
§ 3,717,70 4,111,58
$ 1,392,72 1,314,08
25,417 25,41%
607,52 408,18:
39,20¢ 5,61t
69,17. 83,76!
2,134,04! 1,837,07.
3,459,801 3,369,23
271,96l -
5,865,80! 5,206,30:
37,94: 37,94:
5,050,34 4,820,06
(7,149,861) (5,872,15)
(86,520) (80,580
(2,148,09) (1,094,72)
$ 3,717,70 4,111,58.

See accompanying notes to the consolidated finbsizitements



COUNTERPATH SOLUTIONS, INC.
INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS AND C OMPREHENSIVE LOSS
(Stated in U.S. Dollars)

(Unaudited)
Three Months Ended
July 31,
2007 2006
Revenue — Note 6:
Software $ 769,006 $  1,409,71
Service 457,78: 351,16:
Total revenue 1,226,794 1,760,88.
Cost of revenue:
Software 134,41! 253,87
Service 226,74. 190,97
Total cost of revenue 361,15¢ 444,84t
Gross profit 865,63: 1,316,03
Operating expenses:
Sales and marketing 454,88 318,60:
Research and development 766,46¢ 754,93«
General and administrative 724,52 689,67,
Total operating expenses 1,945,87: 1,763,21.
Loss from operations (1,080,24) (447,18)
Interest and other income (expense), net
Interest income 15,52: 12,03!
Interest expense - Notes 3 and 4 (140,576) (42,996

A

Net loss for the period

Other comprehensive loss:
Foreign currency translation adjustments (5,940) (754)

(1,205,29) §  (478,14)

Comprehensive loss $  (1,211,237)% (478,89()
Net loss per share:

Basic and diluted $ (0.03) $ (0.07)
Weighted average common

shares outstanding: 37,940,98 37,926,43

See accompanying notes to the consolidated finbsizitements



COUNTERPATH SOLUTIONS, INC.

INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

(Stated in U.S. Dollars)
(Unaudited)

Cash flows from operating activities:
Net loss for the period
Adjustments to reconcile net loss to net aasdd in
operating activities:
Depreciation and amortization
Stock-based compensation -Note 5
Accretion of convertible debenture disdouNote 4
Cumulative-effect adjustment — Note 2(c)
Changes in assets and liabilities:
Accounts receivable
Prepaid expenses and deposits
Deferred income taxes
Accounts payable and accrued liabilities
Unearned revenue
Customer deposits
Unrecognized tax benefit — Note 2(c)
Warranty payable
Net cash used in operating activities

Cash flows from investing activities:
Purchase of equipment
Deposits
Increase in other assets

Net cash used in investing activities

Cash flows from financing activities:
Common stock issued
Decrease in due to related parties
Net cash used in financing activities

Foreign currency translation effect on cash
Decrease in cash during the year

Cash, beginning of the period
Cash, end of the period

Supplemental disclosure of cash flow information
Cash paid for:
Interest

Three Months Ended

July 31,
2007 2006
$ (1,205,297)$ (478,14))
64,22: 75,00!
230,27« 266,42¢
90,57( 17,10:
(72,413) -
307,25! (1,187,04)
27,08t (16,91))
(173,385) -
50,00« 230,18:
199,33 (9,789
33,59: 51,85
271,96( -
(14,59¢) 13,97(
(191,394) (1,037,33)
(14,659 (119,93)
- (73,18
(79,93) (1,18¢6)
(94,591) (194,36)
- 9,95«
- (13,21%)
- (3,26¢)
16,93t (75¢)
(269,04) (1,235,66)
1,680,22 2,369,02
$ 141117 $ 1,133,16.
$ 50,00¢ $ 25,00(

See accompanying notes to the consolidated finbsizitements



COUNTERPATH SOLUTIONS, INC.
CONSOLIDATED STATEMENTS OF CHANGES IN CAPITAL DEFIC IT
for the Three Months Ended July 31, 2007
(Stated in U.S. Dollars)

Accumulated

Number Additional Other
Of Paid-in  Accumulater Comprehensiv
Shares Par Capital Deficit Loss Total
Value

Balance, May 1, 2007 37,940,98 ¢ 37,94:¢4,820,06 ¢ (5,872,15)% (80,580)¢ (1,094,72).
Stock-based compensation - Note 5 - - 230,27 - - 230,27
Net loss for the period - - - (1,205,29) - (1,205,29)
Foreign currency translation - - - - (5,940 (5,940
adjustment
Cumulative-effect adjustmentNote - - - (72,412 - (72,41)
2(c)
Balance, July 31, 2007 (Unauditec37,940,98 § 37,94:$5,050,34 § (7,149,86)¢% (86,520)¢ (2,148,09)

See accompanying notes to the consolidated finbsizEitements



Note 1

Note 2

COUNTERPATH SOLUTIONS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Nature of Operations

CounterPath Solutions, Inc. was incorporated énState of Nevada on April 18, 2003. The Company’s
common shares are quoted for trading on the NASEr-Qhe-Counter Bulletin Board in the United States
of America. On August 2, 2007, the Company compl¢te acquisition of all of the shares of NewHes
Software Corporation through the issuance of 3§8@shares of the Company’s common stock and
1,849,180 preferred shares issued from a whollyealsubsidiary of the Company that are exchangeable
into 1,849,180 shares of common stock of the Comysee — Note 9 (b)).

The Company provides Voice over Internet Protsoftware and related services to customers in North
America, South America, Europe, Asia and othersacéahe world including Australia, New Zealand and
Africa.

Significant Accounting Policies, Going Concern an€hange in Accounting Policy

These interim consolidated financial statemente ieeen prepared in accordance with generally aedep
accounting principles in the United States of Amem@nd are stated in U.S. dollars except wheréodisd.
Because a precise determination of many assetkadnilities is dependent upon future events, the
preparation of financial statements for the periedessarily involves the use of estimates, whicte ha
been made using careful judgement. Actual resudtg vary from these estimates.

These interim consolidated financial statement& ieeen prepared on a going concern basis, which
implies the Company will continue to realize itsets and discharge its liabilities and commitméantbe
normal course of business. The continuation ofdbmpany as a going concern is dependent upon the
continued financial support from its stockholdehg ability of the Company to obtain necessary tgqui
financing to continue operations and to generaséaguable significant revenue. There is no guasatitat
the Company will be able to raise any equity firagor generate profitable operations. As at Jdly 3
2007, the Company has not yet achieved profitapérations and has generated an accumulated dsficit
$7,149,861 since incorporation. These factors mibstantial doubt regarding the Company’s ahiity
continue as a going concern. Realizable valuesbaaubstantially different from carrying values as
shown in these financial statements should the @mympe unable to continue as a going concern. These
financial statements do not include any adjustmentke recoverability and classification of reamatd
asset amounts and classification of liabilitieg thaght be necessary should the Company be unable t
continue as a going concern. The interim consaifihancial statements have, in management’s opjni
been properly prepared within the framework ofglgmificant accounting policies summarized below:

a) _Basis of Presentation

These interim consolidated financial statementiigethe accounts of the Company and it's wholly
owned subsidiary, CounterPath Solutions R&D Incompany incorporated by the Company on
May 10, 2004 in British Columbia, Canada. All intemmpany transactions and balances have been
eliminated.



COUNTERPATH SOLUTIONS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Note 2 Significant Accounting Policies, Going Concern an€Change in Accounting Policy- (cont'd)

b)

c)

d)

Interim Reporting

The information presented in the accompanying imteonsolidated financial statements is without
audit pursuant to the rules and regulations ofSbeurities and Exchange Commission. Certain
information and footnote disclosures normally imted in the financial statements prepared in
accordance with generally accepted accounting ipleechave been condensed or omitted pursuant
to such rules and regulations, although the Compaligves that the disclosures are adequate to
make the information presented not misleading.

These statements reflect all adjustments, whichimthe opinion of management, necessary to
present fairly the financial position, results gesations and cash flows for the interim periods
presented in accordance with accounting princigéeterally accepted in the United States of
America. Except where noted, these interim findrateements follow the same accounting policies
and methods of their application as the Companwsl&0, 2007 annual consolidated financial
statements. All adjustments are of a normal reegmiature. It is suggested that these interim
financial statements be read in conjunction with @mpany’s April 30, 2007 annual consolidated
financial statements.

Operating results for the three months ended JulY307 are not necessarily indicatfethe result
that can be expected for the year ending April2808.

New Accounting Pronouncements

In July 2006, the FASB issued Interpretation Ng."#8counting for Uncertainty in Income Taxes,
an Interpretation of FAS 109 ("FIN 48") which cfas the accounting for uncertainty in income
taxes recognized in accordance with FAS 109, "Antiog For Income Taxes." FIN 48 clarifies the
accounting for uncertainty in income taxes by pribtg a minimum recognition threshold for a tax
position taken or expected to be taken in a taxmethat is required to be met before being
recognized in the financial statements. FIN 48 plewides guidance on derecognition,
measurement, classification, interest and penalieunting in interim periods, disclosure and
transition. Additionally, companies are requirecitzrue interest and related penalties, if applicab
on all tax exposures consistent with jurisdictioi@a laws. This interpretation is effective forcid
years beginning December 15, 2006. The Companyteddipe provisions of FIN 48 on May 1,
2007. The cumulative effect of adopting FIN 48 82813 was recorded as a reduction to retained
earnings. The total amount of unrecognized tax fitsrees of the date of adoption was $245,362. Of
this amount, $245,362 represents the amount thaldweduce the Company’s effective income tax
rate, if recognized in future periods.

The Company recognizes interest and penalties ed@n unrecognized tax benefits within income
tax expense. As of the date of adoption, we ha® 813 of interest and penalties accrued associated
with unrecognized tax benefits.

The Company is subject to taxation in the U.S.@adada. It is subject to tax examinations by tax
authorities for all taxation years commencing irafter 2002.

As of July 31, 2007, the amount of unrecognizedbenefits has increased by $26,598

Comparative Figures

Certain comparative figures have been reclasstfh conform to the current period’s presentation.



Note 3

Note 4

COUNTERPATH SOLUTIONS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Related Party Transactions

During the three months ended July 31, 2007 a6 2be Company incurred the following expenses to
company with a director in common with the Compang to a company controlled by the spouse of a
significant shareholder of the Company:

Three Months Ended

July 31, 2007
2007 2006
Interest on convertible debenture $ 38,330 ¢ 25,00(

The above transactions are in the normal cours@efations and are recorded at amounts establésited
agreed to between the related parties. The amdusto these related parties at July 31, 2007 are
unsecured, non-interest bearing and have no deted of repayment.

Convertible Debenture

On November 30, 2006, the Company completed thaisce of convertible debentures in the principal
amount of $4,000,000 to a group of investors iniclgch company controlled by the spouse of a sicguifi
shareholder of the Company. The debentures areuresk bear interest at 5% per annum with interest
payable quarterly and mature on November 30, 2008.investors may convert the debentures at any
time, and from time to time, in whole or in partartommon shares of the Company at a conversiae pri
of $0.40 per share. Consideration for $2,000,00@hew convertible debenture was the cancellation
the $2,000,000 debenture originally issued on Déegrh3, 2005. In addition, the outstanding share
purchase warrants for the purchase of up to 2,800s8ares of common stock at a price of $0.80 lpee:
which were issued in connection with the Decemif®@52debenture were cancelled on closing. The new
debentures rank senior to the Company’s otheriegisind future indebtedness as long as they remain
outstanding. Under the terms of the private placentbe investors also received share purchasentsrr
for the purchase of up to 5,000,000 shares of tragany’s common stock, exercisable for three yata
price of $0.80 per share.

The new convertible debenture was recorded odake of issuance at its fair value which is estadab
approximate its face value with the proceeds raéedated between the convertible debenture, share
purchase warrants (based on their relative faires)l and beneficial conversion feature on the ludgfseir
relative fair values in accordance with EITF 00-2¥pplication of Issue No. 98-5 to Certain Convblei
Instruments” (“EITF 00-27"). The Company used tHad&-Scholes option pricing model to determine the
fair value of the share purchase warrants usin@tirapany'’s historical prices and the following
assumptions (i) risk-free interest rate of 4.52ipekpected volatility of 82.02%, (iii) expecteifel of 3
years, and (iv) a dividend yield of nil. At the daif issuance of the new debenture, the Compaogaaéd
$3,227,590 to the convertible debenture $336,2@Bbdhare purchase warrants and $436,206 to the
beneficial conversion feature. The amounts allat&tehe share purchase warrants and beneficial
conversion feature represents a discount on thefidalmcing which is accreted to income over thentef
the debt.

10



Note 4

Note 5

COUNTERPATH SOLUTIONS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Convertible Debenture— (cont’d)

The convertible debenture and debt discounsamemarized as follows:

Face Carrying
Amount Discount Value
Convertible debenture at April 30, 2007 $ 4,000,000 ¢ 630,770 ¢  3,369,23
Accretion of debt discount - (90,570) 90,57(
Convertible debenture at July 31, 2007 $ 4,000,00 ¢ 540,200 ¢ 3,459,80

During the three months ended July 31, 2007, thm@ny recorded an accretion expense of $90,570
(2006 — $17,102)

Common Stock

Stock Options

The Company has a stock option plan under whittopto purchase common shares of the Company
may be granted to employees, directors and comésit&tock options entitle the holder to purchase
common stock at a subscription price determinethbyBoard of Directors at the time of the grante Th
options generally vest in the amount of 12.5% @ndate which is six months from the date of grat a
then beginning in the seventh month at 1/42 pertimfor 42 months, at which time the options aréyful
vested. The maximum number of shares of commolik stothorized by the stockholders and reserved for
issuance by the Board of Directors under the stqtlon plans are 4,000,000 under 200dcEtoption pla
and 12,000,000 under the 2005 Stock option plan.

Effective May 1, 2006, with the adoption of SFA8.N23R, the Company has elected to use the Black-
Scholes option pricing model to determine the ¥alue of stock options granteld. accordance with SF/
No. 123R for employees, the compensation experamadstized on a straight-line basis over the retuis
service period which approximates the vesting gef@mpensation expense for stock options graoted t
non-employees is amortized over the contract sesyperiod or, if none exists, from the date of geamil

the options vest. Compensation associated withsiegeoptions granted to non-employees is remeasured
on each balance sheet date using the Black-Scbpt&s pricing model.

The expected volatility of options granted hasnba@etermined using the method described under SFAS
No. 123R using the historical stock price. The expa term of options granted to employees in thecot
fiscal year has been determined utilizing the “difignl” method as prescribed by SAB No. 107, Share-
Based Payment. For non-employees, the expectedfeime options approximates the full term of the
options. The risk-free interest rate is based teasury instrument whose term is consistent vhiéh t
expected term of the stock options. The Companybapaid and does not anticipate paying dividesrds
its common stock; therefore, the expected dividgalll is assumed to be zero. In addition, SFAS No.
123R requires companies to utilize an estimateféifare rate when calculating the expense for #réogl,
whereas prior to the adoption of SFAS No. 123RGbepany recorded forfeitures based on actual
forfeitures and recorded in the period when therdsvavere forfeited. As a result, based on the Caryipa
experience, the Company applied an estimated foréerate of 15% in fiscal 2007 in determining the
expense recorded in the accompanying consolidéaéehsent of operations.

11



COUNTERPATH SOLUTIONS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Note 5 Common Stock- (cont’d)

Stock Options- (cont’d)

The weightechverage fair value of options granted during thieghmonths ended July 31, 2007 was $!
The weighted-average assumptions utilized to détersuch values are presented in the followingetabl

Three Months

Ended
July 31, 2007
Risk-free interest rate 4.78%
Expected volatility 70.0%
Expected term 3.7 yr
Dividend yield 0%
Weighted average fair value § 0.1¢

The following is a summary of the status of the @any’s stock options as of July 31, 2007 and the
stock option activity during the three months endely 31, 2007:

Weighted-average

Number of Exercise Price
Options per Share
Outstanding at April 30, 2007 13,468,10 $0.46
Granted 575,00( $0.34
Forfeited (256,250 $0.38
Cancelled (63,750 $0.38
Outstanding at July 31, 2007 13,723,10 $0.46
Exercisable at July 31, 2007 5,400,22 $0.52
Exercisable at April 30, 2007 4,664,43 $0.54

12



COUNTERPATH SOLUTIONS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Note 5 Common Stock- (cont’d)

Stock Options- (cont’d)

The following table summarizes information regagidstock purchase options outstanding as of July 31

2007.
Number of Aggregate Number of Aggregate
Exercise Options Intrinsic Options Intrinsic
Price Outstanding ~ Value Expiry Date Exercisable  Value
$0.30 255,001 $25,50! August 1, 201 58,43t $5,84¢
$0.34 575,00( 34,50( May 1, 201! - -
$0.38 340,001 6,80( October 1, 201 63,75! 1,27¢
$0.39 8,820,00! 88,20( Sept. 7, 2010 to January 3,829,83! 38,29¢
201¢€
$0.43 1,200,00 - September 7, 20 250,001 -
$0.56 250,00( - February 20, 201 88,54: -
$0.59 300,001 = July 26, 201 75,00! -
$0.61 983,10( - May 23, 201! 286,73t -
$0.67 275,001 - June 13, 2010 to July : 125,001 =
201¢

$0.68 100,00( - April 10, 201¢ 31,25( -
$0.75 50,00( - March 3, 201 16,66 -
$1.07 150,00( - March 29, 201 150,00( -
$1.17 175,00! = February 22, 20: 175,00! =
$1.58 150,00( - October 24, 20C 150,00( -
$1.87 100,00! = July 21, 200 100,00! -

July 31, 2007 13,723,10 $155,00 5,400,22 $45,41°

April 30, 2007 13,468,10 $10,20! 4,664,43 $1,70(

The aggregate intrinsic value in the precedingetabpresents the total intrinsic value, based en th
Company’s closing stock price of $0.40 per sharefdsly 31, 2007 (April 30, 2007 — $0.34), which
would have been received by the option holdersatlaaption holders exercised their options as of
that date. The total number of in-the-money optioested and exercisable as of July 31, 2007 was
3,952,023 (April 30, 2007 — 42,500). As of July 3007, approximately 5.4 million outstanding
options (April 30, 2007 — 4.7 million) were vestaad exercisable, and the weighted average exercise
price was $0.52 (April 30, 2007 — $0.54) . Theltotainsic value of options exercised during the
three months ended July 31, 2007 was $nil (AprilZD7 — $nil). The grant date fair value of opsion
vested during the three months ended July 31, 2@37$4,180,005 (April 30, 2007 — $1,323,055).

13



Note 5

COUNTERPATH SOLUTIONS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Common Stock- (cont’d)

Stock Options- (cont’d)

The following table summarizes information regagdthe non-vested stock purchase options outstgndin
as of July 31, 2007.

Weighted Average

Number of Options Grant-Date Fair Value

Non-vested options at April 30, 2007 8,806,66 $0.32
Granted 575,00( $0.18
Vested (802,533 $0.32
Forfeited (256,250 $0.26
Non-vested options at July 31, 2007 8,322,88 $0.31

As of July 31, 2007 there was $2,202,430 of totemkunognized compensation cost related to unvested
share-based compensation awards. This unrecogoiregensation cost is expected to be recognized

over a weighted average period of 1.4 years.

Employee and non-employee stock-based compensationnts classified in the Company’s
consolidated statements of operations for the thme@eths ended July 31, 2007 and 2006 are as

follows:

Three Months

Three Months

Ended Ended
July 31, 2007 July 31, 2006
Cost of revenue $ 14,22 $ 13,94
Sales and marketing 22,69( 19,24¢
Research and development 64,55( 76,61(
General and administrative 128,81( 156,62¢
Total stock-based compensation $ 230,27 $ 266,42

14



Note 5

Note 6

COUNTERPATH SOLUTIONS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Common Stock- (cont’d)
Warrants

The fair value of stock purchase warrants gradteihg the year ended April 30, 2007 was $0.16. The
warrants enable the holders the right to purchase &,000,000 shares of the Company’s common stock
exercisable for three years from November 30, 26G6price of $0.80 per share. The assumptiorigadil

to determine such values are presented in theAfrifptable:

Three Months Year Ended
Ended

July 31, 2007 April 30, 2007
Risk-free interest rate -% 4,52y
Expected volatility -% 82.02%
Expected term Nil 3yre
Dividend yield Nil% 0%
Weighted average fair value $ - $ 0.1¢
Total warrants outstanding 5,000,00i! 5,000,00it

Segmented Information

Our chief operating decision maker reviews finahiiformation presented on a consolidated basis,
accompanied by desegregated information about vegeby geographic region for purposes of making
operating decisions and assessing financial pegooe Accordigly, we have concluded that we have
reportable operating segment.

Foreign revenues are based on the country in whieltustomer is located. The following is a sumndi
total revenues by geographic area for the threemscended July 31, 2007 and 2006:

Three Months Ended Three Months Ended

July 31, 2007 July 31, 2006
North America $ 446,55 ¢ 813,30
Europe 531,38 875,99
Asia 43,51¢ 46,95(
South America 192,35 19,09:
Other 13,00 5,53¢
$ 1,226,79. $ 1,760,88.

Contained within the results for North America ezeenues from the United States of $349,952 and
$510,129 for the three months ended July 31, 206072806, respectively. Contained within the
results of Europe are revenues from the United #amg of $352,379 and $696,421 for the three
months ended July 31, 2007 and 2006, respectively.

All of the Company’s long-lived assets are locdate@anada.

15



COUNTERPATH SOLUTIONS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Note 6 Segmented Information— (cont'd)

Revenue from significant customers for the threatins ended July 31, 2007 and 2006 is summarized as

follows:

Three Three

Months Months
Ended July  Ended July

31, 31,

2007 2006
Customer A 26% 26%
Customer B - 14%
Customer C - 12%
Customer D - 10%
26% 62%

Accounts receivable balances for Customer A we&0$00 as at July 31, 2007 and $419,874 as at July
31, 2006. Accounts receivable balances for Cust@neere $347,222 as at July 31, 2007 and $242,8

at July 31, 2006. Accounts receivable balance€tmtomer C were $nil as at July 31, 2007 and $338,3
as at July 31, 2006. Accounts receivable balarareGtdistomer D were $320,416 as at July 31, 2007 and
$161,460 as at July 31, 2006.

Note 7 Commitments

a) OnJuly 10, 2006, the Company entered intaseldor office premises, which commenced on
December 1, 2006 and expires on September 29,20 Which a deposit of $78,084 was made.

b)  On June 7, 2007, the Company entered into eseagent for investor relations consulting services
which commenced on June 7, 2007 and expires onrilese7, 2007.

c) On February 8, 2007, the Company entered imtagaeement for public relations consulting sewice
which commenced on February 2007 and expires amadgi31, 2008.

Total rent and consultancy fees payable over time ¢ the agreements for the years ended April 30

is as follows:
Investor Public
Office Relations Relations
Lease
2008 $ 358,04. ¢ 37,80( ¢ 22,50
2009 480,63! - -
2010 497,65! - -
2011 509,81¢ - -
2012 212,42. -

$ 2,058,557 $ 37,80( $ 22,501

d) The Company has entered an employment agreemithran officer of the Company in which the
Company is committed to pay severance totallingpufB844,020 if certain events occur including a
change in control of the Company or change of dfithe officer followed by the resignation of the
officer.
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Note 8

Note 9

COUNTERPATH SOLUTIONS, INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Contingent Liability

On February 17, 2006, a competitor filed a statéroéclaim in the Supreme Court of British Columbi
claiming among other things, general, punitive agdravated damages of unspecified amounts with
respect to alleged business ethics matters. Maregerhithe Company believes that the claim is witho
foundation or merit. Any loss as a result of tHar will be recordedn the period the loss is probable :
measurable.

Subsequent Events

a)

b)

c)

On June 14, 2007, the Board of Directors unausty ratified and approved the amendment to the
Company'’s Articles to create 100,000,000 prefesteatres in the capital of the Company.
Subsequent to our Board of Directors’ approvahefamendment, the holders of the majority of the
outstanding shares of the Company provided thettamrconsent to the amendment to the
Company'’s Articles on June 20, 2007. In order &tz the rights of the preferred shares, the
Company filed the Articles of Amendment to amenel @ompany’s Articles with the Secretary of
State of the State of Nevada which became effectivAugust 9, 2007.

On August 2, 2007 the Company announced thedtacquired all of the shares of NewHeights
Software Corporation (“NewHeights”) through theuiaace of 38,400,820 shares of the Company’s
common stock and 1,849,180 preferred shares igsmadb789722 Canada Inc., a wholly-owned
subsidiary of the Company, that are exchangeahtelij849,180 shares of common stock of the
Company. Upon closing, the Company’s convertibleethture holders converted their existing
debentures in the amount of $4 million into 10 ioillshares of commastock as per the terms of
convertible debenture agreement. In addition, the@any completed a private placement of $1.3
million issuing 3.25 million shares of common st@tk$0.40 and entered into subscription
agreements to raise an additional $#ition through the issuance of 10.5 million stsoé commor
stock at $0.40 per share to investors. The additiocommitment of $4.2 million is scheduled to be
invested through a series of closings over a sevamth period ending March 2, 2008. Concurrent
with the transaction, the Company issued 4,279;8Bcement employee options to former
optionees of NewHeights. These options entitlentblders thereof the right to purchase one com
share for each option held at $0.40 per share.€fbps8ons expire over various periods ending on
June 15, 2015 and generally vest over three yeams driginal issuance. Concurrent with the
issuance of the options, the Board of DirectorthefCompany amended the Company’s 2005 Stock
option plan to increase the amount of stock optaralable for grant under the plan from
12,000,000 to 15,000,000.

On August 9, 2007, the Company granted 235¢d0ployee stock options entitling the holders
thereof the right to purchase one common sharedohn optia held at $0.40 per share. These op
expire on August 9, 2012. These options vest amar years, 12.5% after six months with the
remaining 87.5% vesting 1/42nd each month theneafte
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Item 2. Management's Discussion and Analysis or Pteof Operation.

The following discussion and analysisidtide read in conjunction with the financial stagats and related
notes and the other financial information appeaeisgwhere in this annual report. This discussihanalysis
contains forward-looking statements that invohakruncertainties and assumptions.

In some cases, you can identify forwaroking statements by terminology such as “may” lI"wishould”,
“expects”, “plans”, “anticipates”, “believes”, “@states”, “predicts”, “potential” or “continue” ohe negative of these
terms or other comparable terminology. Our actesllts could differ materially from those anticigin the forward-
looking statements as a result of many factordudtieg those identified below, in "Risk Factors'daglsewhere in this
report. Except as required by applicable law, iditig the securities laws of the United States, waat intend to
update any of the forward-looking statements td@an these statements to actual results.

Our financial statements are stated iitddnStates dollars and are prepared in accordaitcéJnited States
Generally Accepted Accounting Principles. All refleces to “common shares” refer to our shares ohwamstock. As
used in this annual report, the terms “we”, “ustidaur” means CounterPath Solutions, Inc., unlekgmvise
indicated.

Overview
Background

We were incorporated under the laws efState of Nevada on April 18, 2003. Following inmration, we
commenced the business of operating an entertairadeertising website.

On April 30, 2004, we changed our busirfefowing the merger of our company with Xten Wetks, Inc., a
private Nevada company. Xten Networks was incotigearander the laws of the State of Nevada on Oct2®e2002.
As a result of the merger, we acquired all of t/{#©0,000 issued and outstanding shares in Xten diksan exchange
for agreeing to issue 18,000,000 shares of our ammstock to the stockholders of Xten Networks. $toekholders
of Xten Networks were entitled to receive two sBasEour common stock for each one share of Xtemvbids.

On August 26, 2005, we entered into ae@gent and plan of merger with Ineen, Inc., ounliyrowned
subsidiary, whereby Ineen merged with and intoammpany, with our company carrying on as the simgiv
corporation under the name CounterPath Solutiams, |

On August 2, 2007, the Company annouticatit had acquired all of the shares of NewHeigbftware
Corporation through the issuance of 38,400,820eshaf the Company’s common stock and 1,849,18@pesf
shares issued from a wholly-owned subsidiary ofGbenpany, which preferred shares are exchangeatole i
1,849,180 shares of common stock of the Company.

Business of CounterPath Solutions

Our business focuses on the design, dpu@nt and sale of multimedia application softwéarer software
applications are based on session initiation padtetich is the recognized standard for interacémd points that
involve multimedia elements such as voice, vidastant messaging, and presence (the ability to taooaiperson's
availability). Users of our software in combinatiaith voice over internet protocol service are ableommunicate
and make voice and video calls from a device rumpoir software. Our software has been designedrntinrmultiple
operating environments such as Windows 2000, WirsdéR®, Mac OS X, Linux and Windows Mobile 5 (used fo
personal digital assistants or PDA's).

We are focused on the development ofrteldyy that takes advantage of the market knowth@soice over
internet protocol (VolP) market. VoIP is a geneeain for technologies that use internet protocotfansmission of
packets of data which include voice, video, texx, fand other forms of information that have triadially been carried
over the dedicated circuit-switched connectionthefpublic switched telephone network (PSTN). Qrategy is to
sell our software to our customers to allow sucstamers to deliver session initiation protocol anite over internet
protocol (VolP) services. Customers that we angetiémg include large incumbent telecom providesledom original
equipment manufacturers, large equipment providedsinternet telephony service providers. Our saftwenables
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voice communication from the end user through #tevark to another end user and enables the squuicéder to
deliver other streaming content to end users sschdzo, radio or the weather.

Revenue

We derive revenue from the sale of sofewiwenses and software development kits (SDKS)B Wticks on
which our software operates and services assoanmdtedoftware such as technical support serviceglementation
and training. We recognize software and servicesmae at the time of delivery, provided all othevenue
recognition criteria have been met.

Post contract customer support servigelside e-mail and telephone support, unspecifigiotsito bug fixes and
product updates and upgrades and enhancementstdeaih a when-and-if available basis, and aregrézed ratably
over the term of the service period, which is gatgtwelve months.

We offer our products and services diyatirough our sales force and indirectly througgtribution partners.
Our distribution partners include networking ané¢emmunications equipment vendors throughout thedvOur
distribution partners generally purchase our présiatter they have received a purchase order fh@in customers
and do not maintain an inventory of our productariticipation of sales to their customers.

The amount of product configuration andtomization, which reflects the requested featudeermines the
price for each sale. The number of software liceqmeachased will have a direct impact on the avesaljing price.
Services may vary depending upon a customer’s mexgpeints for technical support, implementation aahing.

We believe that our revenue and restileperations may vary significantly from quarterqearter as a result of
long sales and deployment cycles, new productdoirions and variations in customer ordering pagter

Cost of Revenue

Cost of product revenue primarily corsist (a) payments to third party vendors for comgpi@n/decompression
software known as codecs, (b) salaries and bemeféted to personnel including stock based corgitns (c) related
overhead, (d) costs of USB sticks on which oungaife resides and (d) amortization of capitalizeftivwoe that is
implemented into our products.

Cost of service revenue primarily corsit(a) salaries and benefits related to profesdiservices and
technical support personnel, (b) billable and niladtde travel, lodging, and other out-of-pockeperses, (c) related
overhead, and (d) warranty expense.

Gross Profit

Our gross profit has been, and will Beaed by many factors, including (a) the demamrdofur products and
services, (b) the average selling price of our potsl which in turn depends in part on the typeasidme of products
sold, (c) new product introductions, (d) the cadtseur software products, and (e) the costs ofppafessional services
and technical support.

Operating Expenses

Operating expenses consist of sales arélating, research and development, and generadmchistrative
expenses. Personnel-related costs are the mogftcsighcomponent of each of these expense categdiVe expect to
continue to hire a number of new employees to stuppo growth.

Sales and marketing expense consistsaapitinof (a) salaries and related personnel cortsiding stock-based
compensation, (b) commissions, (c) travel, lodging other out-of-pocket expenses, (d) marketingnams such as
trade shows, and (e) other related overhead. Casionisare recorded as expense when earned by fileyem. We
expect increases in sales and marketing expensleddoreseeable future as we further increasathngber of sales
professionals and increase our marketing actiwtigls the intent to grow our revenue. We expecatsaind marketing
expense to decrease as a percentage of total evenwever, as we leverage our current sales ariktirgy
personnel as well as our distribution partnerships.
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Research and development expense copsistarily of (a) salaries and related personnstsmcluding stock-
based compensation, (b) payments to suppliersefsigd and consulting services, (c) costs relatriheé design and
development of new products and enhancement dirgxigroducts, (d) quality assurance and testing, (@) other
related overhead. To date, all of our researchdawdlopment expense has been expensed as indieadtend to
continue to invest in our research and developretatts, which we believe are essential to mairntajrour
competitive position. We expect research and deweémt expense to increase for the foreseeablesfand to
decrease as a percentage of total revenue in tilne fu

General and administrative expense ctmpiamarily of (a) salaries and personnel costhunling stock-based
compensation related to our executive, finance,aruresource and information technology organizatiin)
accounting, legal and regulatory fees, and (c)ratblated overhead. We expect general and admatiigrexpense to
continue to increase for the foreseeable futurgeasvest in personnel to support continued graavttl incur
expenses related to being a publicly traded company

Application of Critical Accounting Policies and Useof Estimates

Our consolidated financial statementspaepared in accordance with accounting princigkserally accepted
in the United States. The preparation of thesenfiiad statements requires that we make estimatassumptions that
affect the reported amounts of assets and liadslind disclosure of contingent assets and liggilétt the date of the
financial statements and the reported amountsveinge and expenses during the reporting periodo&ge our
estimates on historical experience and on varitherassumptions that we believe to be reasonaigleruhe
circumstances. We evaluate our estimates and asismsipn an ongoing basis. Our actual results nifégrd
significantly from these estimates under differ@sgumptions or conditions. There have been no iabtbanges to
these estimates for the periods presented in timsa report.

We believe that of our significant accting policies, which are described in note 2 to anual financial
statements, the following accounting policies ivech greater degree of judgment and complexityofdingly, these
are the policies we believe are the most critioaditl in fully understanding and evaluating ouafinial condition and
results of operations.

Revenue Recognition

We recognize revenue in accordance wighAmerican Institute of Certified Public Accouna(AICPA)
Statement of Position (“SOP”) 97-2 “Software ReveRecognition”, as amended by SOP 98-9 “Modificatid SOP
97-2, Software Revenue Recognition with Respe€edain Transactions”.

In all of our arrangements, we do nobggtize any revenue until we can determine thatyasige evidence of
an arrangement exists, delivery has occurred ghésffixed or determinable, and we deem collediiome probable.
For reseller arrangements, fees are fixed or déteite and collection probable as there are ndsitghexchange or
return and fees are not dependable upon paymenttfre end-user. If any of these criteria are ndt negenue is
deferred until such time that all criteria haverbeeet.

A substantial percentage of our revesugenerated by multiple-element arrangements, asignoducts,
maintenance and support, professional servicesraiming. When arrangements include multiple eletsiene
allocate the total fee among the various elemesitggithe residual method. Under the residual mettexénue is
recognized when vendor-specific objective evidencd/SOE, of fair value exists for all of the unidefed elements
of the arrangement, but does not exist for oneanernf the delivered elements of the arrangemeath Brrangement
requires us to analyze the individual elementhi@ttansaction and to estimate the fair value ofiemdelivered
element, which typically includes maintenance agwises. Revenue is allocated to each of the weteld elements
based on its respective fair value, with the falue determined by the price charged when thateziém sold
separately.

For contracts with elements related sta@mized network solutions and certain networkdsoilts, we apply
FASB Emerging Issues Task Force (“EITF”) Issue B@-21, “Revenue Arrangements with Multiple Delivales”
(“EITF 00-21") and revenues are recognized undeP 80-1, “Accounting for Performance of Constructibype and
Certain Production-Type Contracts”, generally ughmg percentage-of-completion method.
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In using the percentage-of-completionhrodt revenues are generally recorded based on pletiom of
milestones as described in the agreement. Prdifib&®s on long-term contracts are revised perailyibased on
changes in circumstances and any losses on can@nactecognized in the period that such lossesnie&nown.

Post contract customer support (PCS)assvnclude e-mail and telephone support, unsigecifghts to bug
fixes and product updates and upgrades and enhanteavailable on a when-and-if available basid,ae
recognized ratably over the term of the servicéopewhich is generally twelve months.

PCS service revenue generally is defaurgi the related product has been accepted drdhar revenue
recognition criteria have been met. Professionalices and training revenue is recognized as tla¢ed service is
performed.

We provide a one year warranty on softyaoducts. We have set up a warranty provisiaghéramount of 2%
of software sales, which is amortized over a twehanth term. We recognize this deferred revenualgwever a
twelve-month period from the date of the sale.

Our products and services are distribinditectly through distribution partners and dthet¢hrough our sales
force. Revenue arrangements with distribution gagare recognized when the above criteria areantebnly when
we receive evidence that the distribution partraer &n order from an end-user customer or an ireble@urchase by
the distribution partner.

Stock-Based Compensation

Stock options granted are accounted fioleu SFAS No. 123R “Share-Based Payment” and apgnézed at the
fair value of the options as determined by an optidcing model as the related services are pravatal the options
earned. SFAS N0.123R replaces existing requiremerdsr FAS 123 and APB 25, and requires public aomgs to
recognize the cost of employee services receiveséhange for equity instruments, based on thevédire of those
instruments on the measurement date which genésale grant date, with limited exceptions. Weéhadopted
SFAS No. 123R as of May 1, 2006 using the modifiemkpective method of adoption. The adoption of SF®.
123R did not have a material effect on our finang@sition or cash flow for any period.

Stock-based compensation representsoftaelated to stock-based awards granted to emedognd non-
employee consultants. We measure stock-based ceatjmm cost at measurement date, based on theasstifiair
value of the award, and generally recognize the@®expense on a straight-line basis (net of astidiforfeitures)
over the employee requisite service period or #rod during which the related services are pravioy the non-
employee consultants and the options are earneastieate the fair value of stock options usingack-Scholes
option valuation model.

The expected volatility of options grahteas been determined using the volatility of mmpany’s stock. The
expected volatility for options granted during theee months ended July 31, 2007 was 70.02% . Ajeceed life of
options granted after April 30, 2006 has been dated utilizing the "simplified" method as presaibby the SEC's
Staff Accounting Bulletin No. 105 hare-Based Paymerithe expected term of options granted during theeth
months ended July 31, 2007 was 3.7 years. Fohtkee months ended July 31, 2007, the weighted-geaisk free
interest rate used was 4.78% . The risk-free istesde is based on a treasury instrument whoseiteconsistent with
the expected term of the stock options. We haveaiot and do not anticipate paying cash dividemdewr shares of
common stock; therefore, the expected dividendlyiehssumed to be zero. In addition, SFAS No. li2Z8fires
companies to utilize an estimated forfeiture ratemcalculating the expense for the period. Weieg@gin estimated
forfeiture rate of 15.0% in the three months endidg 31, 2007 in determining the expense recordexi
consolidated statement of operations.

Cost of revenue and operating expens#sda stock-based compensation expense. For the thonths ended
July 31, 2007, we recorded an expense of $23012¢drinection with share-based payment awards. digxpense
of non-vested options of $2,202,460 is expectdubtoecognized over a weighted-average period ojdads.

Research and Development Expense for Software Products

Research and development expense inchai#s incurred to develop intellectual propertye Tosts for the
development of new software and substantial enments to existing software are expensed as incumétl
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technological feasibility has been establishedytdth time any additional costs would be capitaliz&/e have
determined that technological feasibility is egtti#d at the time a working model of software impteted. Because
we believe our current process for developing safémwill be essentially completed concurrently with
establishment of technological feasibility, no sdsave been capitalized to date.

Accounts Receivable and Allowance for Doubtful Accounts

We extend credit to our customers baseewvaluation of an individual customer’s finanaahdition and
collateral is generally not required. Accounts tartding beyond the contractual payment terms ansidered past
due. We determine our allowance for doubtful actetwy considering a number of factors, including ldngth of
time accounts receivable are beyond the contraptuwahent terms, our previous loss history, andstéocner’s current
ability to pay its obligation to us. We write-off@unts receivable when they are identified as lleatible. All
outstanding accounts receivable accounts are pegitydreviewed for collectibility on an individudlasis.

Results of Operations

Our operating activities during the threenths ended July 31, 2007 consisted primarilsetiing our IP
telephony software to telecom companies and IPpMheley service providers, which provide IP telephsesvices to
end users, and the continued development of otglé®hony software products.

Revenue

Three Months Ended July 31,

2007 2006 Period-to-Period
Change
Percent Percent Percent
of
Total of Total Increase /
Amount Revenue Amount Revenue Amount (Decrease)
Revenue by Type
Software $ 769,00t 63% $1,409,71 80%  ($640,711) (45%)
Service 457,78: 37% 351,16. 20% 106,62. 30%
Total revenue $1,226,79. 100% $1,760,88. 100%  ($534,090) (30%)
Revenue by Region
International $ 780,23 64% § 947,57 54%  ($167,33) (18%)
North America 446,55: 36% 813,30t 46% (366,754) (45%)
Total revenue $1,226,79 100 ¢ 1,760,88 100%  ($534,09) (30%)

For the three months ended July 31, 2@@7recognized $1,226,791 in revenue compared k6891881 for the
three months ended July 31, 2006. This represetesr@ase of $534,090 or 30% from the same peagid/kar. We
recognized $769,008 in software revenue for theetmonths ended July 31, 2007 compared to $1,49%07 the
three months ended July 31, 2006, representingr@alge of $640,711 or 45%. The decrease in softesemue was
due to fewer large sales to major telecom compameyared to the same period last year. For tlee tmonths ended
July 31, 2007, service revenue was $457,783 cordpar$351,162 for the three months ended July B262The
increase of $106,621 in service revenue refle@srtbrease in services we provide primarily to langer customers to
support their deployed software. International neseoutside of North America declined by 18% dutimg three
months ended July 31, 2007 compared to the threghe@nded July 31, 2006, being most impacted gife
European software sales. North American revenueedsed by 45%, compared to the three months ended1]
2006, as a result of both lower software salessandce revenues in this region.

22



Cost of Revenue and Gross Profit

Three Months Ended July 31,

2007 2006 Period-to-Period Change
Percent Percent
of of Percent
Related Related Increase /
Amount Revenue Amount Revenue Amount (Decrease)
Cost of Revenue
Software $ 134,41 17% $ 253,87 18% ($119,462) (47%)
Service 226,74 50% 190,97 54% 35,77: 19%
Total cost of revenue $  361,15¢ 2% $ 444,84t 25% ($83,690) (19%)
Gross Profit
Software $ 634,59 83% ¢ 1,155,84 82% ($521,24) (45%)
Service 231,08 50% 160,19: 46% 70,84¢ 44%
Total gross profit $ 865,63 71% ¢ 1,316,03 75% ($450,40) (34%)

Cost of revenue was $361,158 for theetlmenths ended July 31, 2007 compared to $444&@%8ded for the
three months ended July 31, 2006. The total groxf#t pargin was 71% for the three months endeg 3| 2007
compared to 75% for the three months ended Jul2@d6 as lower margin service revenue representkader
portion of revenues compared to the same quartasbyear. Cost of software was $134,415 for linee¢ months
ended July 31, 2007, resulting in a gross profitgimon software of 83% compared to 82% for the¢hmonths
ended July 31, 2006. Cost of service was $226, idglthe three months ended July 31, 2007, respiti a gross
profit margin on service of 50% compared to 46%tfar three months ended July 31, 2006.

Operating Expenses
Sales and Marketing

Sales and marketing expenses for the tim@nths ended July 31, 2007 and 2006 were asvllo

July 31, 2007 July 31, 2006 Period-to-Period Change
Percent Percent Percent
of of Increase /
Amount Revenue Amount Revenue Amount (Decrease)
Year ended $ 454,88 37% ¢ 318,60:! 18% ¢ 136,27! 43%

Sales and marketing expenses were $454,883 fahitbe months ended July 31, 2007 compared to $888gorded
for the three months ended July 31, 2006. The asgr®f $136,275 was primarily attributable to iases in
consulting fees, wages and travel related expesfsesirketing personnel and strengthening of thea@em dollar vis-
a-vis the US dollar.

Research and Development

Research and development expenses fahitbe months ended July 31, 2007 and 2006 weidlaws:

July 31, 2007 July 31, 2006 Period-to-Period Change
Percent Percent Percent
of of Increase /
Amount Revenue Amount Revenue Amount (Decrease)
Year ended $ 766,46 62% $ 754,93 43% ¢ 11,53: 2%

Research and development expenses were $766,46&ftmee months ended July 31, 2007 compared54,$34
for the three months ended July 31, 2006. Researdidevelopment personnel and related wages araditsen
remained relatively constant period over periodardlgss of the amount of revenue recognized ipéned.
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General and Administrative

General and administrative expenseshiethree months ended July 31, 2007 and 2006 vsei@laws:

July 31, 2007 July 31, 2006 Period-to-Period Change
Percent Percent Percent
of of Increase /
Amount Revenue Amount Revenue Amount (Decrease)
Year ended g 724,52 50% ¢ 689,67: 39% ¢ 34,85! 5%

General and administrative expensesheitliree months ended July 31, 2007 were $724 &2pared to
$689,672 for the three months ended July 31, 2006.

The increase of $34,855 in general amdimidtrative expenses was primarily attributabl@atancrease in
personnel and the associated compensation of perkson

Interest and Other Income

Interest income for the three months entidy 31, 2007 was $15,524 compared to $12,03thépsame
respective period in 2006. The increase relatésgioer average cash balances. Interest expensgeeftiiree months
ended July 31, 2007 was $140,576 compared to $82083he same respective period in 2006. Intezrgense during
fiscal 2008 includes both a cash interest compoog$$50,006 and a non-cash component of $90,52fimglto the
accretion of the discount on the convertible detnent

Liquidity and Capital Resources

As of July 31, 2007, we had $1,411,178ash compared to $1,680,220 at April 30, 200Fesmting a
decrease of $269,047. Our working capital was $Bat July 31, 2007 compared to $1,897,581 atl 80ri2007,
representing a decrease of $898,068. Current aidseliaed by $601,095, during the three months eéddéy 31, 2007,
while current liabilities increased by $296,973.

Operating Activities

Our operating activities resulted in &cesh outflow of $191,394 for the three monthseehduly 31, 2007. This
compares with a net cash outflow of $1,037,336Hersame period last year and represents a $848¢¥r2ase in
cash outflows from operations compared to the gaenied last year. The net cash outflow from oparptictivities for
the three months ended July 31, 2007 was primanigsult of a net loss of $1,205,297 offset by @ekse in accounts
receivable of $307,255. The decrease in accoungsviable is attributable to a decline in sales aedrresponding
increase in collections from customers. The néeh cagflow was also offset by an increase in accopatable and
accrued liabilities of $50,004, as well as an iaseeof $199,333 for unearned revenue and adjusirf@nton-cash
expenses including $230,724 for stock-based conapiens $90,570 for accretion of convertible debeatliscount
and $64,224 for depreciation and amortization.

The net cash outflow from operating dtiég for the three months ended July 31, 2006 bf087,336 was
primarily a result of a net loss of $478,142 andrenease in accounts receivable of $1,187,044igflgroffset by an
increase in accounts payable and accrued liailitfeb230,188 and adjustments for non-cash expénslesling
$266,429 for stock based compensation and $75d@0depreciation and amortization.

Investing Activities

Investing activities resulted in a nesltautflow of $94,591 for the three months endéy 3, 2007 primarily
from purchases of equipment and an increase i agsets consisting of costs related to the Newtigi§oftware
transaction. This compares with a net cash outftom investing activities of $194,306 for the sapegiod last year
which was primarily for purchases of equipment dagosits. At July 31, 2007, we did not have anyeniait
commitments for future capital expenditures.
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Financing Activities

Financing activities resulted in a netlcanflow of $nil for the three months ended July 2007 as there were
no financings in the quarter compared to a net catffow of $3,264 for the same period last year.

On August 2, 2007, we announced the rtpsi the acquisition of NewHeights Software Cdkp.part of the
transaction, our convertible debenture holders deteg an investment of $1,300,000 for 3.25 millatrares of
common stock at $0.40 per share, and entered ufigcsption agreements to raise an additional 84lion through
the issuance of 10.5 million shares of common sta0.40 per share to investors. The additionadraitment of $4.2
million is scheduled to be invested through a sesieclosings over a seven month period ending Mar@008.

We believe that our current working capénd anticipated proceeds from the investmenpagf the
NewHeights transaction and our cash flows will bficient to fund our combined operations for trexneighteen
months.However, our forecast of the period of time throwgtich our financial resources will be adequatsupport
our operations is a forward-looking statement thwatlves risks and uncertainties, and actual resdtild vary
materially. If we are unable to raise additiongdital when required or on acceptable terms, oreaehcash flow
positive operations, we may have to significantyag product development and scale back operatiotisof which
may affect our ability to continue as a going cance

We intend to seek additional funding thgi public or private financings, but our businasd shareholders’
investment are at risk if we are unable to obtdidittonal financing on acceptable terms or at dlick raise
substantial doubt on our ability to continue a®eng concern.

Long Term Obligations

As at July 31, 2007, our company had $#fam of convertible debentures outstanding, catibée at $0.40 per
share of common stock. On August 2, 2007 we anrexlititat concurrent with the acquisition of NewHesgh
Software, the convertible debenture holders copddtieir existing convertible debentures in the amof
$4,000,000 into 10,000,000 shares of common stsklting in the extinguishment of all of our lomgrh obligations.

On July 10, 2006, we entered into a ldaseffice premises, which commenced on Decembh&006 and
expires on September 29, 2011 for which a dep®§i78,084 was made. On June 7, 2007, we enterecint
agreement for investor relations consulting sesjigghich commenced on June 7, 2007 and expireseasrbber 7,
2007. On February 8, 2007, we entered into an aggaefor public relations consulting services, whéiommenced
on February 2007 and expires on January 31, 2008.

Total rent and consultancy fees payalé the term of the agreements for the years eAgpeiti 30 is as
follows:

Office Investo Public

Lea® Relation: Relation:
2008 $ 358,04 ¢ 37,80( ¢ 22,50°
2009 480,63 - -
2010 497,65! - -
2011 509,81¢ - -
2012 212,42.

$ 2,058,557 $ 37,80( $ 22507

We have entered into an employment ageeémith an officer in which we are committed to/s@verance
totalling up to $844,020 as a result of certainnéséncluding a change in control of our companylwange of duty of
the officer followed by the resignation of the oé.

Off-Balance Sheet Arrangements

We do not have, and do not have any ptgdans to implement, any off-balance sheet asarents.
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New Accounting Pronouncements

In July 2006, FASB issued interpretatidm 48, “Accounting for Uncertainty in Income Taxes-an Iptetation
of FASB Statement No. 109 (FAS No. 1¢%IN 48"). This interpretation prescribes a rggution threshold and
measurement attribute for tax positions taken peeted to be taken in a tax return. This interpi@iaalso provides
guidance on de-recognition, classification, inteeesl penalties, accounting in interim periodscldsure and
transition. The evaluation of a tax position in@ctance with this interpretation is a two-step psxc In the first step,
recognition, our company determines whether itdsevlikely-than-not that a tax position will be sised upon
examination, including resolution of any relateg@gls or litigation processes, based on the teahmierits of the
position. The second step addresses measuremamaofposition that meets the more-likely-than-erieria. The tax
position is measured at the largest amount of litethet is greater than 50 percent likely of beiaglized upon
ultimate settlement. Differences between tax pmsititaken in a tax return and amounts recognizékeifinancial
statements will generally result in a) an incraase liability for income taxes payable or a redoctof an income tax
refund receivable, b) a reduction in a deferredagset or an increase in a deferred tax liability)doth a and b. Tax
positions that previously failed to meet the makely-than-not recognition threshold should be gdred in the first
subsequent financial reporting period in which tha¢shold is met. Previously recognized tax posgithat no longer
meet the more-likely-than-not recognition thresheiiduld be de-recognized in the first subsequeanfiial reporting
period in which that threshold is no longer meted§a valuation allowance as described in FASD]. is not an
appropriate substitute for the de-recognition baposition. The requirement to assess the neal\faluation
allowance for deferred tax assets based on suftigief future taxable income is unchanged by thisrpretation. This
interpretation is effective for fiscal years bedgimmafter December 15, 2006. The cumulative efféetdopting FIN 48
of $72,413 was recorded as a reduction to retadaedings. The total amount of unrecognized tax fitsrees of the
date of adoption was $245,362. Of this amount, §@B%Brepresents the amount that would reduce tinep@oy’s
effective income tax rate, if recognized in futpexiods. We recognize interest and penalties adavnainrecognized
tax benefits within income tax expense. As of taedf adoption, we had $100,813 of interest amafpies accrued
associated with unrecognized tax benefits. We @@st to taxation in the U.S. and Canada. We aipgest to tax
examinations by tax authorities for all taxatiomsgecommencing in or after 2002. As of July 31,72Q8e amount of
unrecognized tax benefits has increased by $26,598.

Off-Balance Sheet Arrangements
We do not have, and do not have any ptgdans to implement, any off-balance sheet aserents.
RISK FACTORS

Much of the information included in tlisnual report includes or is based upon estimptegctions or other
"forward looking statements". Such forward lookstgtements include any projections or estimatesrbgdis and
our management in connection with our businessatipais. While these forward-looking statements, amy
assumptions upon which they are based, are magtsonh faith and reflect our current judgment regagdhe direction
of our business, actual results will almost alweag/, sometimes materially, from any estimatesdigteons,
projections, assumption or other future performanggested herein.

Such estimates, projections or othenwéod looking statements" involve various risks andertainties as
outlined below. We caution the reader that impdrfactors in some cases have affected and, inutiesf, could
materially affect actual results and cause acerllts to differ materially from the results exmexin any such
estimates, projections or other "forward lookingtsments".

Risks Associated with our Business and Industry
Lack of cash flow which may affect our ability tmtinue as a going concern.

Since inception, our company has had thegaash flows from operations. Our business phifs for continued
research and development of our products and eixgaaSour market share. We may require additidimancing to
finance working capital and pay for operating exqenand capital requirements until we achieve dip@sash flow.
However, there is no assurance that actual caslireseents will not exceed our estimates. In pakdicliadditional
capital may be required in the event that:

- we incur delays and additional experasea result of technology failure;
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- we are unable to create a substantiaket for our products; or
- we incur any significant unanticipatgenses.

The occurrence of any of the aforememtibevents could adversely affect our ability to hwee proposed
business plans.

We depend on a mix of revenues and oeitsighital to pay for the continued developmentwftechnology and
the marketing of our products. Such outside capity include the sale of additional stock and/ane@rcial
borrowing. There can be no assurance that capitatentinue to be available if necessary to méese continuing
development costs or, if the capital is availatietf it will be on terms acceptable to us. Theasse of additional
equity securities by us would result in a dilutipossibly a significant dilution, in the equityénests of our current
stockholders. Obtaining commercial loans, assurtinge loans would be available, will increase @bilities and
future cash commitments.

If we are unable to obtain financingtie amounts and on terms deemed acceptable torus,siness and
future success may be adversely affected and salsstantial doubt on our ability to continue a®ag concern.

A decline in the price of our common stock coufdafour ability to raise further working capitahd adversely
impact our operations.

A prolonged decline in the price of our comnsbock could result in a reduction in the liquiditifour common
stock and a reduction in our ability to raise calpiBecause our operations have been primarilyéied through the
sale of equity securities, a decline in the priteuwsr common stock could be especially detrimetdaur liquidity and
our continued operations. Any reduction in ourigptb raise equity capital in the future wouldderus to reallocate
funds from other planned uses and would have afisignt negative effect on our business plans gretations,
including our ability to develop new products amditinue our current operations. If our stock pdeelines, there can
be no assurance that we can raise additional tapitenerate funds from operations sufficient ®etrour obligations.

The majority of our directors and officers are It@d outside the United States, with the result ithaiay be
difficult for investors to enforce within the Unidt&tates any judgments obtained against us or sbrer directors or
officers.

The majority of our directors and offis@re nationals and/or residents of countries dttzar the United States,
and all or a substantial portion of such persossis are located outside the United States. Asudtyit may be
difficult for investors to enforce within the UnitéStates any judgments obtained against us orficers or directors,
including judgments predicated upon the civil llapiprovisions of the securities laws of the Uniit8tates or any state
thereof. Consequently, investors may be effectipegwented from pursuing remedies under UnitedeStideral
securities laws against some of our directors ficer.

We could lose our competitive advantages if wenateable to protect any proprietary technology and
intellectual property rights against infringemeand any related litigation could be time-consumamgl costly.

Our success and ability to compete depéma significant degree on our proprietary teébgnincorporated in
our software. Other than registering the domainegamww.counterpath.com and www.xten.com, amongrsth
applying to register the trademarks eyeB84@and Brid", among others, and filing one patent on a profress
configuring audio and video devices with a softpliome have not taken any action to protect our netgry
technology. If any of our competitors’ copies onerwise gains access to our proprietary technabogievelops
similar technologies independently, we would noabke to compete as effectively. We also considerfamily of
registered and unregistered trademarks includingn@oPath, Bria, eyeBeam, X-Pro, X-Lite, X-Web, Xahels, X-
Look, X-Cipher and X.Net, invaluable to our abiltty continue to develop and maintain the goodwitl aecognition
associated with our brand. The measures we tapmtect the proprietary technology software, artteointellectual
property rights, which presently are based upoonabination of copyright, trade secret and tradenteanls, may not
be adequate to prevent their unauthorized usehé&ythe laws of foreign countries may provide ewaghte protection
of such intellectual property rights.

We may need to bring legal claims to erdmr protect such intellectual property rightayAitigation, whether
successful or unsuccessful, could result in sulistarosts and diversions of resources. In additatwithstanding
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any rights we have secured in our intellectual prtyp other persons may bring claims against usweahave
infringed on their intellectual property rightscinding claims based upon the content we licere® third parties or
claims that our intellectual property right integeare not valid. Any claims against us, with otheut merit, could be
time consuming and costly to defend or litigateedi our attention and resources, result in the tdgoodwill
associated with our service marks or require usdake changes to our website or other of our tedyies.

Our products may become obsolete and unmarkethide are unable to respond adequately to rapidly
changing technology and customer demands.

Our industry is characterized by rapidrades in technology and customer demands. As H,resuproducts
may quickly become obsolete and unmarketable. Qturé success will depend on our ability to adagethnological
advances, anticipate customer demands, developrasucts and enhance our current products on dytiamel cost-
effective basis. Further, our products must rercaimpetitive with those of other companies with sabgally greater
resources.

We may experience technical or otheidliffies that could delay or prevent the developtnietroduction or
marketing of new products or enhanced versionsisfirg products. Also, we may not be able to adegyt or
enhanced services to emerging industry standandspar new products may not be favorably received.

Unless we can establish market acceptance of aueruproducts, our potential revenues may be $icgtly
reduced.

We expect that a substantial portionwffature revenue will be derived from the sal@of software products.
We expect that these product offerings and thegresions and derivatives will account for a majooitir revenue for
the foreseeable future. Broad market acceptanoaraoftware products is, therefore, critical to future success and
our ability to continue to generate revenues. Faita achieve broad market acceptance of our sodtpraducts as a
result of competition, technological change, orottise, would significantly harm our business. @uuare financial
performance will depend primarily on the continumearket acceptance of our current software prodffetings and
on the development, introduction and market accegtaf any future enhancements. There can be noaaee that
we will be successful in marketing our current pretdbfferings or any new product offerings, appimas or
enhancements, and any failure to do so would sagmifly harm our business.

We face larger and better-financed competitors cwimay affect our ability to operate our businesd achieve
profitability.

Management is aware of similar produdtscty compete directly with our products and somthefcompanies
developing these similar products are larger atttb&nanced than us and may develop productsrgupte those of
our company. Such competition will potentially &ffeur chances of achieving profitability and ukirely adversely
affect our ability to continue as a going concern.

Risks Associated with our Common Stock
If we issue additional shares of common stock énftiture this may result in dilution to our exigtistockholders.

We are authorized to issue 415,384,5@0eshof common stock and 100,000,000 shares afrpeelf stock. Our
board of directors has the authority to issue @mlthd shares of common stock up to the authorizgital stated in the
certificate of incorporation. Our board of direc@nay choose to issue some or all of such shamsjigre one or
more businesses or to provide additional finanaintpe future. The issuance of any such sharesresyt in a
reduction of the book value or market price of déstanding shares of our common stock. If we dodsany such
additional shares, such issuance will cause a tiedfuin the proportionate ownership and voting poafeall other
stockholders. Further, any such issuance may riesalthange of control of our corporation.

Penny stock rules will limit the ability of our stdolders to sell their shares of common stock.

The SEC has adopted regulations whicleigdly define "penny stock” to be any equity setyufiat has a
market price (as defined) less than $5.00 per shra@e exercise price of less than $5.00 per skatgect to certain
exceptions. Our securities are covered by the pstotk rules, which impose additional sales praatizjuirements on
broker-dealers who sell to persons other than ksttalol customers and "accredited investors". Thra taccredited
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investor" refers generally to institutions with etssin excess of $5,000,000 or individuals witreaworth in excess of
$1,000,000 or annual income exceeding $200,00800.$00 jointly with their spouse. The penny stndks require
a broker-dealer, prior to a transaction in a pestogk not otherwise exempt from the rules, to @elev standardized
risk disclosure document in a form prepared bySBE€ which provides information about penny stoaid the nature
and level of risks in the penny stock market. Trakbr-dealer also must provide the customer witieru bid and
offer quotations for the penny stock, the compeosaif the broker-dealer and its salesperson irrtresaction and
monthly account statements showing the market vall@ach penny stock held in the customer's accdina bid and
offer quotations, and the broker-dealer and satsspecompensation information, must be given toctisomer orally
or in writing prior to effecting the transactiondamust be given to the customer in writing befargvith the
customer's confirmation.

In addition, the penny stock rules reguirat prior to a transaction in a penny stockatioérwise exempt from
these rules, the broker-dealer must make a spediéén determination that the penny stock is dadulé investment
for the purchaser and receive the purchaser'sawritgreement to the transaction. These disclosgrérements may
have the effect of reducing the level of tradintivéty in the secondary market for the stock tlsasubject to these
penny stock rules. Consequently, these penny stdek may affect the ability of broker-dealersrame our securities.
We believe that the penny stock rules discouragesior interest in and limit the marketability afr&common stock.

The Sales Practice Requirements of the Nationa@aton of Securities Dealers Inc., or NASD, mespdimit
a stockholder's ability to buy and sell our stock.

In addition to the "penny stock" rulescdébed above, the NASD has adopted rules thainethat in
recommending an investment to a customer, a brdé&aler must have reasonable grounds for believiagthe
investment is suitable for that customer. Priarcimommending speculative low priced securitieh&irtnon-
institutional customers, broker-dealers must makesonable efforts to obtain information about tit@mer's
financial status, tax status, investment objectares other information. Under interpretations afsh rules, the NASD
believes that there is a high probability that siestive low priced securities will not be suitalide at least some
customers. The NASD requirements make it moreatiffifor broker-dealers to recommend that theit@uers buy
our common stock, which may limit your ability taypand sell our stock and have an adverse effett@market for
its shares.

Item 3(A)T. Controls and Procedures

As required by Rule 13a-15 under the Bxgje Act, we have carried out an evaluation oeffertiveness of
the design and operation of our company’s disclvsoantrols and procedures as of the end of thegenvered by
this quarterly report, being July 31, 2007. Thialaation was carried out under the supervisionvaitid the
participation of our company’s management, inclgdinr company’s chief executive officer and chie&fcial
officer. Based upon that evaluation, our companiigf executive officer and chief financial officesncluded that
our company’s disclosure controls and procedurefiective as at the end of the period coverethisyreport. There
have been no significant changes in our internatrots over financial reporting that occurred dgrour most recent
fiscal quarter that have materially affected, @ i@asonably likely to materially affect our intargontrols over
financial reporting.

Disclosure controls and procedures angrots and other procedures that are designedsiarenhat information
required to be disclosed in our company’s repdld or submitted under the Exchange Act is recdrgeocessed,
summarized and reported, within the time periods#ied in the Securities and Exchange Commissiarléss and
forms. Disclosure controls and procedures includout limitation, controls and procedures des@jteensure that
information required to be disclosed in our compamngports filed under the Exchange Act is accutealand
communicated to management, including our compamgsident as appropriate, to allow timely decisicegarding
required disclosure.
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PART Il
Item 1. Legal Proceedings.

Except as set out below, we know of noemial, active, or pending legal proceeding agaimstcompany, nor
are we involved as a plaintiff in any material preding or pending litigation where such claimsdaiioa involves
damages for a value of more than 10% of our asset$ July 31, 2007, or any proceeding in which aingur
company's directors, officers, or affiliates, oy aegistered or beneficial shareholders, is an iesdvparty or has a
material interest advance to our company's interest

On February 17, 2006, Eyeball Networks Ifiled a statement of claim in the Supreme CotiBritish
Columbia (Action No. S-061080, Vancouver Regisagainst our company, Mr. Mark Bruk, and two empksje
alleging breach of (i) confidentiality, and (ii)guious employment agreements between the two emgdofDr. Joseph
Vass and Mark Klagenberg) and Eyeball. Eyebaléeksig an injunction requiring our company, Mr. Brand the
two employees, to deliver to Eyeball any confidahtiformation they have in their possession, posvezontrol
relating to Eyeball and its business, restrainiagammpany from developing, manufacturing or marigepower
meters, although we do not currently develop, mactufe or market power meters. Among other thiggspall is
claiming general, punitive and aggravated damagesgpecified amounts. Management of our compasyfited a
Statement of Defence denying all allegations, arahgly believes that any allegations made by Ef@baonnection
with our company's current business operationsvit®ut foundation or merit. We intend to contirteevigorously
defend these proceedings.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds
None.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Submission of Matters to a Vote of SecurityHolders.

On July 19, 2007, we filed an information statem@mSchedule 14C advising shareholders that wévestéhe
written consent of our shareholders to the amentiofepur Articles of Incorporation to permit ourropany to create
up to 100,000,000 preferred shares with the rightkrestrictions of such shares to be designatedibfoard of
Directors from time to time. Shareholders holdi®glB7,251 shares of our common stock, represeBlr@fb of our
issued and outstanding shares of common stockidew¥heir consent in favour of the amendment

Item 5. Other Information.

None.

Item 6. Exhibits.

Exhibits Required by Item 601 of Regulation S-B

(3) Articles of Incorporation and By-laws

3.1 Atrticles of Incorporation (incorporated by refererfoom our Registration Statement on Form SB-2ifde July
16, 2003).

3.2 Bylaws (incorporated by reference from our RegigiraStatement on Form SB-2 filed on July 16, 2003)

3.3 Amended Bylaws (incorporated by reference fromRegistration Statement on Form SB-2/A filed on
September 3, 2003).
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3.4 Articles of Merger (incorporated by reference froor Current Report on Form 8-K filed on Septemtier 1
2005).

3.5 Amended Bylaws (incorporated by reference from@uirent Report on Form 8-K filed on April 28, 2006)
3.6 Certificate of Amendment to the Articles of Incorption, dated August 9, 2007.

3.7 Certificate of Designation, dated August 9, 2007.

(4) Instruments defining the rights of security holders including indentures

4.1 2004 Stock Option Plan effective May 18, 2004 (ipowated by reference from our Registration Stateroa
Form S-8 filed on June 14, 2005).

4.2 Form of Stock Option Agreement for 2004 Stock Op#dan (incorporated by reference from our Redistna
Statement on Form S-8 filed on June 14, 2005).

4.3 2005 Stock Option Plan effective March 4, 2005d¢nporated by reference from our Registration Stateéron
Form S-8 filed on June 14, 2005).

4.4 Form of Stock Option Agreement for 2005 Stock Opfdan (incorporated by reference from our Redistna
Statement on Form S-8 filed on June 14, 2005).

4.5 Form of Amended & Restated Stock Option and Supsori Agreement (Canadian) (incorporated by refeeen
from our Current Report on Form 8-K filed On Octohé, 2005).

4.6 Form of Amended & Restated Stock Option and Suption Agreement (US) (incorporated by referencenfro
our Current Report on Form 8-K filed On October 2d05).

(10) Material Contracts

10.1 Domain Name Assignment Agreement, dated May 2, 2088veen Broad Scope Enterprises, Inc. and Hon Kit
Ng (incorporated by reference from our Registradatement on Form SB-2 filed on July 16, 2003).

10.2 Subscription Agreement, dated April 20, 2003, betwBroad Scope Enterprises Inc. and Hon Kit Ng
(incorporated by reference from our RegistraticeteStent on Form SB-2 filed on July 16, 2003).

10.3 Subscription Agreement, dated May 1, 2003, betvigread Scope Enterprises Inc. and Hon Kit Ng
(incorporated by reference from our RegistraticeteStent on Form SB-2 filed on July 16, 2003).

10.4 Subscription Agreement, dated May 2, 2003, betvirerad Scope Enterprises Inc. and Simon Au (inc@igar
by reference from our Registration Statement omF8B-2 filed on July 16, 2003).

10.5 Form of Subscription Agreement between Broad Sé&operprises Inc. and various private placementgglac
(incorporated by reference from our RegistraticeteShent on Form SB-2 filed on July 16, 2003).

10.6 Agreement and Plan of Merger among Broad Scopeiges Inc., Xten Networks, Inc., Broad Scope
Acquisition Corp. and Mark Bruk (incorporated byemence from our Current Report on Form 8-K filedMay
10, 2004).

10.7 Agreement and Plan of Merger between Broad Scoperfiises Inc. and Xten Networks, Inc. (incorpodéatg
reference from our Current Report on Form 8-K fitedMay 10, 2004).

10.8 Software Development Agreement between Xten Netsydric. (formerly Evove, Inc.) and Xten Networks
(Canada) Inc. (formerly Xten Networks Inc.) (incorated by reference from our Current Report on Féilh
filed on May 10, 2004).

10.9 Debt Settlement and Subscription Agreement dateil A9, 2005 between Xten Networks, Inc. éigven Bru
(incorporated by reference from our Annual ReparfForm 10-KSB filed on July 29, 2005).

10.1CEmployment Agreement dated June 16, 2005 between Xetworks R&D Inc. and Larry Timlick (incorpordl
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by reference from our Annual Report on Form 10-Ki&i on July 29, 2005).

10.11Settlement Agreement and Release dated June 29 h2gd@een Xtend Communications Corp. and Xten
Networks, Inc. (incorporated by reference from Aonual Report on Form 10-KSB filed on July 29, 205

10.1zForm of Amendment to Stock Option and Subscripfigneement (incorporated by reference from our Gurre
Report on Form 8-K filed on July 17, 2006).

10.1:Form of Stock Option and Subscription Agreementfds. Persons (incorporated by reference from auredt
Report on Form 8-K filed on July 17, 2006).

10.14Form of Stock Option and Subscription AgreementNon-U.S. Persons (incorporated by reference fram o
Current Report on Form 8-K filed on July 17, 2006).

10.1EEmployment Agreement between CounterPath Solutlassand Jason Fischl dated August 29, 2005
(incorporated by reference from our Annual ReparfForm 10-KSB filed on July 31, 2006).

10.1eEmployment Agreement between CounterPath Solutlonsand Donovan Jones dated June 1, 2005
(incorporated by reference from our Annual ReparfForm 10-KSB filed on July 31, 2006).

10.17Employment Agreement between CounterPath Solutlossand David Karp dated September 11, 2006
(incorporated by reference from our Quarterly ReparForm 10-QSB filed on September 14, 2006).

10.1&Form of Subscription Agreement dated November B062between our company and various investors
(incorporated by reference from our Current ReparForm 8-K filed on December 7, 2006).

10.1¢Form of Subscription Agreement dated November B062between our company and KMB Trac Two Hold
Ltd (incorporated by reference from our Current &epn Form 8-K filed on December 7, 2006).

10.2CForm of Convertible Note dated November 30, 2086diporated by reference from our Current Report on
Form 8-K filed on December 7, 2006).

10.21Form of Warrant Certificate dated November 30, 2(0086orporated by reference from our Current Repart
Form 8-K filed on December 7, 2006).

10.2zAmended Employment Agreement between Donovan Jam€ounterPath Solutions R&D Inc., a wholly
owned subsidiary of CounterPath Solutions, Incedadganuary 1, 2007 (incorporated by reference from
Quarterly Report on Form 10-QSB filed on March @0?2).

10.22Employment Agreement between Mark Bruk and CoumtitrBolutions R&D Inc., a wholly owned subsidiary
of CounterPath Solutions, Inc. dated March 8, 2@@3orporated by reference from our Quarterly Repar
Form 10-QSB filed on March 9, 2007).

10.24Arrangement Agreement among CounterPath Solutlans,6789722 Canada Inc., a wholly owned subsidiar
of CounterPath Solutions, Inc. and NewHeights SafeaCorporation dated as of June 15, 2007 (incatpdrby
reference from our Current Report on Form 8K fibedJune 18, 2007)

10.25 Support and Lock Up Agreements between Counter®aititions, Inc and each of Owen Matthews and Wesley
Clover dated as of June 15, 2007 (incorporatecfarence from our Current Report on Form 8K filedJane
18, 2007)

10.26 Subscription Agreement between CounterPath Soksitiore and Wesley Clover dated as of June 15, 2007
(incorporated by reference from our Current ReparfForm 8K filed on June 18, 2007)

10.27 Amended Employment Agreement between Mark Bruk@odnterPath Solutions R&D Inc., a wholly owned
subsidiary of CounterPath Solutions, Inc. dateg 24| 2007.

10.28 Exchangeable Share Support Agreement between GBuatieSolutions, Inc. and 6789722 Canada Inc., a
wholly owned subsidiary of CounterPath Solutioms, dated as of August 2, 2007 (incorporated bsregfce
from our Current Report on Form 8-K filed on AugB8s2007).

10.29 Voting and Exchange Trust Agreement among Counter®alutions, Inc., 6789722 Canada Inc., a wholly

32



owned subsidiary of CounterPath Solutions, Inc.\aliant Trust Company dated as of August 2, 2007
(incorporated by reference from our Current ReparForm 8-K filed on August 8, 2007).

10.30 Piggyback Registrations Rights Agreement amongcompany and various shareholders, dated as of A@gus
2007 (incorporated by reference from our Curremid®eon Form 8-K filed on August 8, 2007).

10.31 Form of Subscription Agreement dated August 2, 20@Hfwveen our company and various investors
(incorporated by reference from our Current ReparForm 8-K filed on August 8, 2007).

10.32 Installment Subscription Agreement dated Augu&®7, between our company and various investors
(incorporated by reference from our Current ReparForm 8-K filed on August 8, 2007).

10.33 Loan Conversion Agreement dated August 2, 200%ydxt our company and various investors (incorpdrate
by reference from our Current Report on Form 8#&dfion August 8, 2007).

10.34 Form of Stock Option and Subscription Agreemenédaugust 2, 2007, between our company and eatteof
former optionees of NewHeights Software Corp. (ipooated by reference from our Current Report om8-
K filed on August 8, 2007).

10.35 Escrow Agreement among our company, Owen Matthé¥esley Clover and Clark Wilson LLP dated as of
August 2, 2007 (incorporated by reference from@uirent Report on Form 8-K filed on August 8, 2007)

10.36’Employment Agreement between Greg Pelling and GoBiath Solutions R&D Inc., a wholly owned subsig
of CounterPath Solutions, Inc. dated SeptembeR037.

10.37’Amended Employment Agreement between Donovan Jame€ounterPath Solutions R&D Inc., a wholly
owned subsidiary of CounterPath Solutions, Inced&eptember 13, 2007.

(21) Subsidiaries of CounterPath Solutions, Inc.
CounterPath Solutions R&D Inc. (incorporated in Brevince of British Columbia, Canada)
NewHeights Software Corporation (incorporated i Brovince of British Columbia, Canada)
6789722 Canada Inc. (incorporated under the Can&iiainess Corporations Act)

(31) Section 302 Certification

31.1* Section 302 Certification of Chief Executive Office

31.2* Section 302 Certification of Chief Financial Office

(32) Section 906 Certification

32.1*Section 906 Certification of Chief Executive Office

32.2*Section 906 Certification of Chief Financial Office

* filed herewith
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SIGNATURES

In accordance with the requirements of the Exchawethe registrant caused this report to be signeits behalf by
the undersigned, thereunto duly authorized.

COUNTERPATH SOLUTIONS, INC.

By: /s/Greg Pelling
Greg Pelling
Chief Executive Officer & Director
(Principal Executive Officer)
Date: September 14, 2007

By: /s/David Karp
David Karp

Chief Financial Officer, Secretary & Treasurer
(Principal Financial Officer and Principal Acating Officer)
Date: September 14, 2007
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