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COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
INTERIM CONSOLIDATED BALANCE SHEETS
(Stated in U.S. Dollars)

October 31, April 30,
2007 2007
(Unaudited)
Assets
Current assets:

Cash $ 322398t § 1,680,22

Accounts receivable (net of allowance for lokful accounts of

$158,208 and $56,817 respectively) 4,144,25 1,924,89

Prepaid expenses and deposits 236,237 129,53«

Total current assets 7,604,47 3,734,65
Deposits - Note 9 108,19¢ 74,61:
Equipment 481,432 276,59¢
Intangible assets (net of accumulated amortinatf $295,231 and $nil — Note
2(d) and 3) 6,106,40 -
Investment tax credits recoverable 218,794 -
Goodwill — Note 3 7,025,44 -
Other assets 40,013 25,71¢

Total Assets $ 2158476 § 4,111,58
Liabilities and Stockholders’ Equity (Capital Deficit)
Current liabilities:

Accounts payable and accrued liabilities $ 252057 ¢ 1,314,08

Due to related parties 21,522 25,417

Unearned revenue 513,83 408,18

Customer deposits 91,522 5,61t

Warranty payable 64,85¢ 83,76¢

Total current liabilities 3,212,313 1,837,07.
Convertible debentures — Note 5 - 3,369,23I
Unrecognized tax benefit — Note 2(c) 317,36 -

Total liabilities 3,529,682 5,206,30:
Stockholders’ equity (capital deficit):

Preferred stock, $0.001 par value — Note 6

Authorized: 100,000,000

Issued and outstanding: October 31, 2007Apti| 30, 2007 — Nil - -
Common stock, $0.001 par value — Note 7

Authorized: 415,384,500

Issued and outstanding:

October 31, 2007 — 90,846,669; April 30, 26037,940,983 90,84 37,94:
Additional paid-in capital 26,983,260 4,820,06!
Accumulated deficit (10,626,73) (5,872,15)
Accumulated other comprehensive income (losg)rrency translation
adjustment 1,607,715 (80,580

Total stockholders’ equity (capital defjci 18,055,08 (1,094,72)

Liabilities and Stockholders’ Equity $ 21,584,766 $ 4,111,58

Going concern (Note 2)

New accounting pronouncements (Note 2(c))
Commitments and contingent liability (Notes 9 ai®) 1
Subsequent events (Note 12)

See accompanying notes to the consolidated finbsizitements



COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS AND C OMPREHENSIVE LOSS
(Stated in U.S. Dollars)

(Unaudited)

Three Months Ended

Six Months Ended

October 31, October 31,
2007 2006 2007 2006
Revenue — Note 8:
Software S 2,042,13 ¢ 1,276,06 ¢ 2,811,14 ¢ 2,685,78
Service 402,578 396,728 860,361 747,890
Total revenue 2,444,71 1,672,79 3,671,50 3,433,67
Operating expenses:

Cost of sales (includes amortization of

intangibles of $295,231-Note 2(d)) 701,37: 353,36 1,062,52 798,21.

Sales and marketing 1,112,119 436,329 1,567,002 754,937

Research and development 1,633,44 539,91 2,399,91 1,294,84

General and administrative 1,831,642 543,613 2,556,168 1,233,285

Restructuring cost - Note 11 182,10° - 182,10 -

Total operating expenses 5,460,684 1,873,216 7,767,718 4,081,278
Loss from operations (3,015,97) (200,42)) (4,096,21) (647,60:)
Interest and other income (expense), net

Interest income 33,55¢ 8,567 49,07¢ 20,60:

Interest expense - Notes 4 and 5 (547,979 (42,793) (688,552) (85,789)

Foreign exchange gain 53,51¢ - 53,51¢ -
Net loss for the period $ (3,476,878 $ (234,649) % (4,682,174) % (712,791)
Other comprehensive income:

Foreign currency translation adjustments 1,694,235 9,985 1,688,295 9,231
Comprehensive loss § (1,782,64) ¢ (224,66) § (2,993,87) ¢ (703,56()
Net loss per share:

Basic and diluted $ (0.0¢) ¢ (0.0) ¢ (0.07) ¢ (0.02)
Weighted average common

shares outstanding: 89,502,23 37,940,98 63,721,60 37,933,71

See accompanying notes to the consolidated finbsizitements



COUNTERPATH CORPORATION
(Formerly 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
Amortization of intangible assets
Stock-based compensation -Note 7
Accretion of convertible debenture disdouNote 5
Loss on conversion of convertible debesgur
Changes in assets and liabilities:
Accounts receivable
Prepaid expenses and deposits
Accounts payable and accrued liabilities
Unearned revenue
Customer deposits
Warranty payable
Net cash used in operating activities

Cash flows from investing activities:
Cash acquired on acquisition of NewHeights
Purchase of equipment
Deposits
Increase in other assets
Net cash provided by (used in) investing activities

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

Foreign currency translation effect on cash
Increase (decrease) in cash

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

Supplemental disclosure of cash flow information
Cash paid for:
Interest

Common stock and stock options issued in cdiorewith the

acquisition of NewHeights Software Corporation
Convertible debentures converted into commookst

Six Months Ended

See accompanying notes to the consolidated finbsizEitements

October 31,

2007 2006
$ (4,682,17) $ (712,79)
153,14 143,35
295,23 -
936,81l 494,71
90,570 34,593
540,201 -
(728,63)) (1,523,01).
(95,089 (27,550
240,271 301,25!
105,650 127,813
78,96. 59,72(
(18,91) 23,05(
(3,083,96) (1,078,84)
12,565 -
(42,777 (133,15)
(33,587% (73,187%
(12,02) (4,446
2,428,983 (210,792}
1,801,94 9,95¢
(3,895 (13,198
1,798,05 (3,24)
400,69: 9,23
1,543,76 (1,283,65)
1,680,22 2,369,02
$ 3,223,986 $ 1,085,36:
$ 2,222 % 34,419
$ 15,477,34 $ =
$ 4,000,000 $ -



CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’

Balance, May 1, 2007

Shares issued: Common
Acquisition of NewHeights — Note 3
Conversion of debentures — Note 5
Private placement — Note 3
Exercise of stock options

Fair value of vested stock options
exchanged — Note 3
Shares issued: Preferred

Stock-based compensation - Note 7

Net loss for the period

Foreign currency translation adjustment
Cumulative-effect adjustment — Note 2(c)

Balance, October 31, 2007 (Unaudited)

COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)

for the Six Months Ended October 31, 2007
(Stated in U.S. Dollars)

EQUITY (CAPITAL DEFICIT)

Common shares Preferred Shares Accumulated
Number Number Additional Other
of of Paid-in Accumulated Comprehensive
Shares Par Value Shares Par Value Capital Deficit Loss Total
37,940,98 $ 37,94. - $ - $ 4,820,060 $ (5872,15) % (80,580 $ (1,094,72)
38,400,82 38,40: 15,138,46! 15,176,86 .
10,000,000 10,000 3,990,001 4,000,000
4,500,00 4,50( 1,795,50 1,800,00
4,866 5 1,941 - - 1,946
300,48 - - 300,48.
1 - - - - -
936,811 - - 936,81
(4,682,174) - (4,682,174)
- 1,688,29 1,688,29
(72,413) - (72,413)
90,846,689 90,847 19 - $ 2698326 $ (10,626,738)% 1,607,715 $18,055,084

See accompanying notes to the consolidated finbstzEitement



COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Note 1 Nature of Operations

CounterPath Corporation (formerly CounterPath Sarhs, Inc.) (the “Company”)was incorporated in the
State of Nevada on April 18, 2003. The Company gbdrits name from CounterPath Solutions, Inc. to
CounterPath Corporation on October 17, 2007. Theg2amy’'s common shares are quoted for trading on
the Over-The-Counter Bulletin Board in the Unitadt8s of America. On August 2, 2007, the Company
completed the acquisition of all of the shares efvNeights Software Corporation (“NewHeights”)
through the issuance of 38,400,820 shares of tmep@ny’'s common stock and 1,849,180 preferred shares
issued from a wholly-owned subsidiary of the Comyptirat are exchangeable into 1,849,180 shares of
common stock of the Company. For accounting puiptise Company was deemed to be the acquirer of
NewHeights based on certain factors including timalper of common shares issued in the transactian as
proportion of the total common shares outstanding, the composition of the board after the tramsact
(Note 3).

The Company provides Voice over Internet Protsoftware and related services to customers in North
America, South America, Europe and Asia.

Note 2 Significant Accounting Policies and Going Concern

These interim consolidated financial statemente ieeen prepared in accordance with generally aedep
accounting principles in the United States of Arem@nd are stated in U.S. dollars except wherewibe
disclosed. Because a precise determination of raasgts and liabilities is dependent upon futuratsye
the preparation of financial statements for theqaenecessarily involves the use of estimates, lwheve
been made using careful judgment. Actual resultg vaay 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 finagor generate profitable operations. As at Oat@de
2007, the Company has not yet achieved profitapérations and has generated an accumulated dficit
$10,626,738 since incorporation. These factore raistantial doubt regarding the Company’s aliility
continue as a going concemanagement is implementing a plan to address thesertainties to enable
the Company to continue as a goingoern through the end of fiscal 2009 and beyonis plan include
new equity financing in amounts sufficient to sirstgperations, and increase revenues from opegation

Realizable values may be substantially differemrficarrying values as shown in these financial
statements should the Company be unable to contimaegoing concern. These financial statementei
include any adjustments to the recoverability aladsification of recorded asset amounts and cleagdn
of liabilities that might be necessary should tlmrpany be unable to continue as a going concem. Th
interim consolidated financial statements havenamagement’s opinion, been properly prepared within
the framework of the significant accounting pol&csimmarized below:

a) _Basis of Presentation

These interim consolidated financial statementligethe accounts of the Company and its wholly-
owned subsidiaries, CounterPath Solutions R&D INewHeights Software Corporation, companies
incorporated under the laws of the province ofigmnitColumbia, Canada and 6789722 Canada Inc.,
incorporated under the Canada Business CorporaticnsThe results of NewHeights Software
Corporation are included from August 2, 2007, thtedf acquisition. All inter-company
transactions and balances have been eliminated.



COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Note 2 Significant Accounting Policies and Going Concerr- (cont'd)

b)

<)

Interim Reporting

The information presented in the accompanying imeonsolidated financial statements is without
audit pursuant to the rules and regulations ofSbeurities and Exchange Commission. Certain
information and footnote disclosures normally irtgd in the financial statements prepared in
accordance with generally accepted accounting iptechave 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, whichimathe opinion of management, necessary to
present fairly the financial position, results gesations and cash flows for the interim periods
presented in accordance with accounting princigéeerally 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 Compangsl&0, 2007 annual consolidated financial
statements. All adjustments are of a normal recgmiature. 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 and six months @@etober 31, 2007 are not necessarily indicative
of the results that can be expected for the yedingrApril 30, 2008.

New Accounting Pronouncements

In October 2006, the Financial Accounting Stand&dard (“FASB”) issued interpretation No. 48,
“Accounting for Uncertainty in Income Taxes-an fptetation of FASB Statement No. 109 (FAS
109Y (“FIN 48"). This interpretation prescribes a rggution threshold and measurement attribute
for tax positions taken or expected to be takem tiax return. This interpretation also provides
guidance on de-recognition, classification, inteegsl penalties, accounting in interim periods,
disclosure and transition. The evaluation of apasition in accordance with this interpretatiomis
two-step process. In the first step, recognitibe, Company determines whether it is more-likely-
than-not that a tax position will be sustained upgamination, including resolution of any related
appeals or litigation processes, based on the iamerits of the position. The second step
addresses measurement of a tax position that neeteore-likely-thamot criteria. The tax positic

is measured at the largest amount of benefit thataater than 50 percent likely of being realized
upon ultimate settlement. Differences between tsitpns taken in a tax return and amounts
recognized in the financial statements will gerfgnasult in a) an increase in a liability for irmoe
taxes payable or a reduction of an income tax efegeivable, b) a reduction in a deferred taxtasse
or an increase in a deferred tax liability or cjtba and b. Tax positions that previously failed to
meet the more-likely-than-not recognition threshgiiduld be recognized in the first subsequent
financial reporting period in which that threshiddnet. Previously recognized tax positions that no
longer meet the more-likely-than-not recognitiorethold should be de-recognized in the first
subsequent financial reporting period in which tha¢shold is no longer met. Use of a valuation
allowance as described in FAS No. 109 is not amagate substitute for the de-recognition of a tax
position. The requirement to assess the needvaluation allowance for deferred tax assets based
on sufficiency of future taxable income is unchahfg this interpretation. This interpretation is
effective for fiscal years beginning after Decemb®r 2006 The Company adopted the provision
FIN 48 on May 1, 2007. The cumulative effect of piiteg FIN 48 of $72,413 was recorded as a
reduction to retained earnings. The total amouninoécognized tax benefits as of the date of
adoption was $245,362. Of this amount, $245,362esemts the amount that would reduce the
Company'’s effective income tax rate, if recognimeéuture periods.



COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Note 2 Significant Accounting Policies and Going Concerr- (cont’d)

<)

d)

New Accounting Pronouncements — (Cont'd)

The Company recognizes interest and penalties ed@n unrecognized tax benefits within income
tax expense. As of October 31, 2007, we had $1030thterest 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 irafier 2002.

As of October 31, 2007, the amount of unrecagphiax benefits had increased by $72,007

In September 2006, FASB issued Statement of FiahAccounting Standards No. 157, Fair Value
Measurements (“SFAS No. 157"). This standard dksithe principle that fair value should be based
on the assumptions that market participants woséwhen pricing an asset or liability. Additiona

it establishes a fair value hierarchy that prieet the information used to develop those assungtio
This standard is effect@vfor financial statements issued for fiscal yd@ginning after November 1
2007. The Company is currently evaluating the impéthis statement.

In February 2007, the FASB issued FASB Statementll§9, The Fair Value Option for Financial
Assets and Financial Liabilities — Including an Amdenent of FASB Statement No. 115. (“SFAS
No. 159”). This standard permits an entity to cleotmsmeasure many financial instruments and
certain other items at fair value. This standareffisctive for financial statements issued fordisc
years beginning after November 15, 2007. The Comjmaurrently evaluating the impact of this
statement.

Goodwill and intangible assets

Goodwill represents the excess purchase pricetbeegstimated fair value of net assets acquired as
of the acquisition date. We have adopted the remeénts of Statement of Financial Accounting
Standards No. 142, “Goodwill and Other Intangibkséts” (“SFAS No. 142"). SFAS No. 142
requires goodwill to be tested for impairment arniyuar more frequently if an event occurs or
circumstances change that would more likely tharreduce the fair value of the Company's busi
enterprise below its carrying value. The impairntest requires management to estimate the fair
value of the Company's overall business enterpliasen to the reporting unit level. Goodwill of
$6,339,717 (CDNS$ 6,704,947) was initially recorde@donnection with the acquisition of
NewHeights Software Corporation on August 2, 200@té 3). Management will perform its annual
impairment test in its fiscal fourth quarter. Nopairment charges were recorded to the period ended
October 31, 2007.

Intangible assets include the intangibles purchasednnection with the acquisition of NewHeights
Software Corporation on August 2, 2007 (Note 3% Tritangible assets are being carried and
reported at acquisition cost and include amouritigily allocated to acquired technologies of
$3,454,839 (CDN$3,678,100) and customer asset,@882008 (CDN$2,431,500. Subsequent to
acquisition, the acquired technologies will be amed based on their estimated useful life of four
years and the customer asset will be amortizeth@basis of Management's estimate of the future
cash flows from this asset over approximately figars, which is Management’s estimate of the
useful life of the customer asset. These assets deaumulated amortization at October 31, 2007 of
$295,231. The expected aggregate amortizatiorhéatquired technologies for years ended April
30, 2008 to 2012 is $676,216, $901,622, $901,6221 $22 and $225,405, respectively. The
expected aggregate amortization for the custonsst ar the years ended April 30, 2008 to 2013 is
$209,478, $460,419, $515,090, $530,246 ,$458,78%aMm0,129 respectively.

10



Note 2

Note 3

COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Significant Accounting Policies and Going Concerr- (cont’d)

d)

e)

Goodwill and intangible assetgcont'd)

We have adopted the requirements of StatemenhahEial Accounting Standard No. 144, “The
Impairment or Disposal of Long-Lived Assets” (“SFAB. 144"), SFAS No. 144 requires us to
review the carrying value of intangibles and otloeg-lived assets for impairment at least
annually or whenever events or changes in circumstindicate that the carrying amount of an
asset may not be recoverable.

Recoverability of long-lived assets is measureddayparison of its carrying amount to the
undiscounted cash flows that the asset or assepgsexpected to generate. If such assets are
considered to be impaired, the impairment to begeized is measured by the amount by which
the carrying amount of the property, if any, exceiesl fair market value.

Comparative Figures

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

Business Combination

On August 2, 2007, the Company acquired all ofstim@res of NewHeights Software Corporation
(“NewHeights”) through the issuance of 38,400,8R8rss of the Company’s common stock and
1,849,180 preferred shares issued from 6789722daana., a wholly-owned subsidiary of the
Company, that are exchangeable into 1,849,180 slafimdmmon stock of the Company. Upon
closing, the Company'’s convertible debenture haldenverted their existing debentures in the
amount of $4 million into 10 million shares of commstock pursuant to the terms of the
convertible debenture agreement (Note 5). In amtdithe Company completed a private
placement of $1.3 million and $0.5 million on Aug@s2007 and September 30, 2007,
respectively, issuing a total of 4.5 million shaoégommon stock at $0.40. The Company also
entered into subscription agreements with invedtoraise an additional $3.7 million through the
issuance of 9.25 million shares of common sto0a40 per share. The additional subscription
agreements of $3.7 million are scheduled to clase a five month period ending March 2, 2008.

Concurrent with the transaction, the Company isgly288,504 replacement employee options to
former optionees of NewHeights. Included in the¢hmonths ending October 31, 2007
statement of operations is a $388,786 compenseliarge(being the incremental fair value of
vested options) recorded in association with teeaace of these options.

The Compaw acquired NewHeights to gain access to NewHeitgnisnology and customer ba
NewHeights has a portfolio of standards based soéwpplications aimed at simplifying and
enhancing real-time communications over the interne

The Company accounted for the acquisition usingtirehase method of accounting in
accordance with Statement of Financial Accountitep&ards No. 141, Business Combinations.
Accordingly, the purchase price has been allocttele tangible and intangible assets acquired
and the liabilities assumed on the basis of thespective fair values on the acquisition date.
Purchase price in excess of fair value of the axagible and identifiable intangible assets acqt
has been allocated to goodwill. Any goodwill alltethon the acquisition will not be deductible
for tax purposes. The Company’s consolidated istatés of operations and comprehensive loss
include the operating results of NewHeights frongAst 2, 2007, the date of acquisition. The
functional currency of NewHeights is the Canadiatiat hence the values of the assets and
liabilities of NewHeights including goodwill willldictuate with changes in exchange rates.

11



COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Note 3 Business Combinatior- (cont'd)

The following table summarizes the allocation @& gurchase price and related transaction cosketfair
value of the assets acquired and liabilities assiuam¢he date of acquisition.

Cash $ 2,634,991
Working capital (other than cash) 618,14t
Equipment 261,09;
Acquired technologies 3,4B8¢
Customer asset 2,283,90
Goodwill 6339,71
Other assets 2,27¢
Total net assets acquired $15594,88¢
Consideration:

Purchase price - fair value of shares issued 15,176,86
Fair value of the surrendered options of NewHeights 300,48;
Transaction costs 117,54!
Total $ 15594,88:

The fair value of common shares issued is basdab@weighted average closing common share price for
the five trading days prior to, and the five tragithays after the announcement of acquisition. Tlhekd
Scholes option pricing model has been used tométerthe fair value of the surrendered options of
NewHeights granted to former optionees of NewHeigist of the transaction date of August 2, 2007.

The equipment acquired in the acquisition of NevgH&s primarily consists of computer equipment,
furniture and fixtures and have been recordediavfdue, which approximates net book value. These
assets will be amortized on the basis of declitialgnces. The acquired technologies and custorset as
represent finite life intangible assets. The custioasset represents a relationship with an existilsgpmer
of NewHeights. The acquired technologies will beoaimed based on their estimated useful life of fou
years and the customer asset will be amortizeth@basis of Management's estimate of the futurk cas
flows from this asset over approximately five yeavhich is Management’s estimate of the usefuldife
the customer asset.

The following table presents unaudited pro fornsults of operations for the three and six monttiedn
October 31, 2007, as if the acquisition had occluore May 1, 2006.

Three Months Ended Six Months Ended
October 31 October 31
2007 2006 2007 2006
Revenue $ 244471 $ 2,049,00 $ 435191 $ 4,424,111
Net loss for the period § (347687)$ (2,416,21)$ (712721)$ (4,317,34)
Net loss per share:
Basic and diluted $ (0.04) $ (0.03) $ (0.08) $ (0.05)

12



COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Note 4  Related Party Transactions

During the three and six months ended Octobe2B07 and 2006, the Company incurred the following
lease expense to a company with a director in comwith the Company and interest expenses to a
company controlled by the spouse of a significliareholder of the Company:

Three Months Ended Six Months Ended
October 31, October 31,
2007 2006 2007 2006
Interest on convertible debenture$ 1,667 $ 2555t $ 40,000 $ 51,11:
Lease payment $ 28,933 $ Nil $ 57,86¢ $ Nil

The above transactions are in the normal cours@efations and are recorded at amounts establésited
agreed to between the related parties. The amduet$o these related parties at October 31, 2097 ar
unsecured, non-interest bearing and have no seted of repayment.

The Company’s Chairman is the Chairman and foundh@geholder of Mitel Networks Corporation
(“Mitel”). The Company’s wholly-owned subsidiafdewHeights has entered into a distribution
agreement with Mitel on June 15, 2004 and has aeteadch agreement on August 7, 2007. The
agreement renews automatically for one-year perdodscontains termination rights of both parties.
Under the terms of this distribution agreement,Gloenpany earns a specified fee from Mitel basethen
number of product licenses sold by Mitel.

The Company, through its wholly-owned subsidiargwiieights receives royalties of $0.52 (CDN$0.50)

Mitel in April 2006 by NewHeights up to a maximurhapproximately US$1,362,100 (CDN$1,300,000).

The Company’s software license revenue for theethrel six months ended October 31, 2007, pursaant t
the terms of this distribution agreement, was $5@0,

As at October 31, 2007, the Company has an accoecgs/able balance from Mitel of $1,098,282 (April
30, 2007 - $nil).

In addition, during the three and six months en@etbber 31, 2007, the Company reimbursed Mitel for
certain expenses on behalf of the Company and encghated corporation to Mitel totaling $28,92%(il
30, 2007 - $nil) and the Company was paid $11,38thé related corporation to Mitel. As at OctoBér
2007, the Company had an accounts payable balarMiel of $20,140 (April 30, 2007 - $nil).
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Note 5

COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Convertible Debentures

On November 30, 2006, the Company completed theisce 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 aecured, 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 $2,000,000®f54,000,000 convertible debentures was the
cancellation of the $2,000,000 debenture originiakyed on December 13, 2005. In addition, the
outstanding share purchase warrants for the pugabfasp to 2,500,000 shares of common stock aica pr
of $0.80 per share, which were issued in conneetitinthe December 2005 debenture were cancelled on
closing. The new debentures rank senior to the @ayip otherexisting and future indebtedness as lor
they remain outstanding. Under the terms of thegpei placement, the investors also received share
purchase warrants for the purchase of up to 5,000s8ares of the Company’s common stock, exer@sabl
for three years at a price of $0.80 per share

The $4,000,000 convertible debenture was recoodetie date of issuance at its fair value which is
estimated to approximate its face value with thacpeds raised allocated between the convertible
debenture, and share purchase warrants basedioretative fair values and the beneficial convensi
feature based on its intrinsic value in accordamitle EITF 00-27, “Application of Issue No. 98-5 to
Certain Convertible Instruments” (“EITF 00-27"). &i€ompany used the Black-Scholes option pricing
model to determine the fair value of the share Ipase warrants using the Company'’s historical piéres
the following assumptions (i) risk-free intereseraf 4.52%, (ii) expected volatility of 82.02%ij)(i
expected life of 3 years, and (iv) a dividend yiefdil. At the date of issuance of the $4,000,000
debenture, the Company allocated $3,227,590 todheertible debenture $336,205 to the share puechas
warrants issued in connection with the convertitdbenture and $436,206 to the beneficial conversion
feature. The amounts allocated to the share puechasants and beneficial conversion feature reptss
a discount on the debt financing which is accréteidcome over the term of the debt.

On August 2, 2007, in conjunction with the acqiositof NewHeights Software Corporation (Note 3) the
Company’s convertible debenture holders convetteit existing debentures in the amount of $4,00D,00
into 10,000,000 shares of common stock at a coioresice of $0.40 per share. As a result, rdm@aining
balance of the unaccreted debt discount on theadaenversion of $540,200 was recorded in the
consolidated statement of operations as additiotelest expense.

The convertible debenture and debt discounsamemarized as follows:

Face Carrying
Amount Discount Value
Convertible debenture at April 30, 2007 $ 4,000,00 ¢ 630,770 ¢  3,369,23
Accretion of debt discount to date of conversion - (90,570) 90,57(
Conversion of debenture on August 2, 2007 (4,000,00) (540,201) (3,459,80)
$ - $ - -

During the three and six months ended Octobe2@Qa7, the Company recorded an accretion expense of
$nil (2006 - $17,491) and $90,570 (2006 - $34,588pectively on this discount.
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Note 6

Note 7

COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Preferred Stock

On August 2, 2007, the Company entered into angaind exchange trust agreement among its wholly-
owned subsidiary, 6789722 Canada Inc., and Valiamt Company whereby the Company issued and
deposited with Valiant Trust a special preferretingpshare of the Company in order to enable Vélian
Trust to execute certain voting and exchange rightsustee for and on behalf of the registereddrsl

from time to time of the preferred shares of 6789Tanada Inc. Each preferred share of 6789722daana
Inc. is exchangeable into one share of common sibtke Company at the election of the sharehadder

in certain circumstances, of the Company.

Common Stock

Stock Options

The Company has a stock option plan under whitloop to purchase common shares of the Company
may be granted to employees, directors and comssit&tock options entitle the holder to purchase
common stock at a subscription price determinethbyBoard of Directors at the time of the granheT
options generally vest in the amount of 12.5% @ndate which is six months from the date of graut a
then beginning in the seventh month at 1/42 pertmfor 42 months, at which time the options aréyful
vested. On August 2, 2007, the Company issued34028 stock options to former optionees of
NewHeights Software Corporation to replace theistéxg options. The replacement options were gnt
at $0.40 per share and generally vest in the anufiB8.3% after each of three years from the oabiate

of grant at which time the options are fully vestdde fair value of the surrendered NewHeightsomst
were $300,482 was included in the purchase pri¢éesiHeights and a compensation charge of $388,786
(being the incremental fair value of the optionschithave vested) was recorded in the statement of
operations in association with the issuance ofaloggions. The maximum number of shares of common
stock authorized by the stockholders and resemei$uance by the Board of Directors under theksto
option plans are 4,000,000 under the 2004 Stodkmpian and 15,000,000 under the 2005 Stock option
plan.

Effective May 1, 2006, with the adoption of SFA8.N 23R, the Company has elected to use the Black-
Scholes option pricing model to determine thevalue of stock options granted. In accordance with
SFAS No. 123R for employees, the compensation esgsnamortized on a straight-line basis over the
requisite service period which approximates theinggeriod. Compensation expense for stock options
granted to non-employees is amortized over thengegeriod or, if none exists, over the servicequkr
Compensation associated with unvested optionsepidntnon-employees is remeasured on each balance
sheet date using the Black-Scholes option priciogeh

The expected volatility of options granted hasnbéetermined using the method described under SFAS
No. 123R using the historical stock price. The expa term of options granted to employees in threeot
fiscal year has been determined utilizing the “difignl” method as prescribed by SAB No. 107, Share-
Based Payment. For non-employees, the expectedofeme options approximates the full term of the
options. The risk-free interest rate is based treasury instrument whose term is consistent wi¢h t
expected term of the stock options. The Companynbapaid and does not anticipate paying divideds
its common stock; therefore, the expected dividgalll is assumed to be zero. In addition, SFAS No.
123R requires companies to utilize an estimatef@ifare rate when calculating the expense for #réog,
whereas prior to the adoption of SFAS No. 123RGhepany recorded forfeitures based on actual
forfeitures and recorded a compensation expenseeegin the period when the awards were forfeited
a result, based on the Company’s experience, thep@oy applied an estimated forfeiture rate of 16% i
fiscal 2007 in determining the expense recordatiéraccompanying consolidated statement of opesatio
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Note 7

COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Common Stock— (cont’d)

Stock Options- (cont'd)

The weighted-average fair value of options grauiadihg the six months ended October 31, 2007 and
2006 were $0.22 and $0.35 respectively. The weijhterage assumptions utilized to determine such
values are presented in the following table:

Six Months Ended Six Months Ended
October 31, 2007 October 31, 206

Risk-free interest rate 4.79% 4.8
Expected volatility 69.7% 83.%%
Expected term 4.5yr: 5.8yre
Dividend yield 0% 0%
Weighted average fair value $ 0.2: ¢ 0.3¢

The following is a summary of the status of tharfpany’s stock options as of October 31, 2007 aad th
stock option activity during the six months endestaber 31, 2007:

Weighted-average

Number of Exercise Price
Options per Share
Outstanding at April 30, 2007 13,468,10 $0.46
Granted 810,000 $0.36
Issued to NewHeights’ former optione 4,288,50 $0.40
Exercised (4,866) $0.40
Forfeited (315,62!) $0.38
Cancelled (97,439) $0.38
Outstanding at October 31, 2007 18,148,67 $0.45
Exercisable at October 31, 2007 8,742,11 $0.48
Exercisable at April 30, 2007 4,664,437 $0.54
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Note 7

COUNTERPATH CORPORATION
(Formerly 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 regagistock purchase options outstanding as of October
31, 2007.

Number of Aggregate Number of Aggregate
Exercise Options Intrinsic Options Intrinsic
Price Qutstanding ~ Value Expiry Date Exercisable  Value
$0.30 25500( $43,35! August 1, 201 74,37 $12,644
$0.34 575,00( 74,750 May 1, 201:
$0.38 265,001 23,85( October 1, 201 66,25!( 5,963
Sept. 7, 2010 to January
$0.39 8,820,00! 705,600 201€¢ 4,380,738 350,459
$0.40 4,500,57 315,041 March 2, 2008 tdunt  2,579,86 180,590
15,201!
$0.43 1,200,00! 48,000 September 7, 20: 325,000 13,000
$0.56 250,001 - February 20, 20: 104,16! -
$0.59 300,00( - July 26, 201 93,750 -
$0.61 983,101 - May 23, 201 348,18 -
June 13, 2010 to July !
$0.67 275,00( - 201¢€ 137,500 -
$0.68 100,001 - April 10, 201t 37,50! -
$0.75 50,00( - March 3, 201 19,792 -
$1.07 150,001 - March 29, 201 150,001 -
$1.17 175,00( - February 22201( 175,000 -
$1.58 150,001 - October 24, 20( 150,001 -
$1.87 100,00( - July 21, 200 100,000 -
October 31, 2007 18,148,67 $1,210,59 8,742,11 $562,656
April 30, 2007 13,468,10 $10,2@ 4,664,43 $1,70(

The aggregate intrinsic value in the precedintgtadpresents the total intrinsic value, basechen t
Company'’s closing stock price of $0.47 per sharef&@ctober 31, 2007 (April, 2007 — $0.34), which
would have been received by the option holdersatlamption holders exercised their options as af th
date. The total number of in-the-money optionseesind exercisable as of October 31, 2007 was
7,426,223 (April 30, 2007 — 42,500). As of OctoB&y 2007 approximately 8.7 million outstanding
options (April 30, 2007 4.7 million) were vested and exercisable, anditbighted average exercise pr
was $0.48 (April 30, 2007 — $0.54). The total iméic value of options exercised during the six rent
ended October 31, 2007 was $341 (2006 — $nil).graet date fair value of options vested duringdixe
months ended October 31, 2007 was $1,003,195 (80yi2007 — $1,323,055).
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COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Note 7 Common Stock— (cont’d)

Stock Options- (cont'd)

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

Weighted Average

Number of Options Grant-Date Fair Value
Non-vested options at April 30, 2007 8,80366: $0.32
Granted 5,098,504 $0.22
Vested (4,179,98) $0.24
Forfeited (315,625) $0.25
Non-vested options at October 31, 2007 9,406,56 $0.30

As of October 31, 2007 there was $2,798,689 af tntrecognized compensation cost related to uestest
share-based compensation awards. This unrecogoiregensation cost is expected to be recognized over
a weighted average period of 1.3 years.

Employee and non-employee stock-based compensationnts classified in the Company’s consolidated
statements of operations for the three and six hsoebded October 31, 2007 and 2006 are as follows:

Three Months Ended Six Months Ended
October 31, October 31,
2007 2006 2007 2006
Cost of sales §) 31,67 $ 17,21 $ 4589 $ 30,95!
Sales and marketing 91,175 17,240 113,86 41,95¢
Research and development 197,311 78,10: 261,86! 153,811
General and administrative 386,738 115,738 515,18t 267,99:

Total stock-based compensation $ 706,531 $ 228,28 $ 936,81 $ 494,71
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Note 8

COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

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 pedbooe Accordingly, we have concluded that we hana
reportable operating segment.

Foreign revenues are based on the countrhichwthe customer is located. The following is mmary of
total revenues by geographic area for the threesenithonths ended October 31, 2007 and 2006:

Three Months Ended Six Months Ended
October 31, October 31,

2007 2006 2007 2006
North America $ 1,557,72 ¢ 627,959 . 2,004,28 ¢ 1,441,26°
Europe 707,302 703,146 1,238,686 1,579,143
Asia 73,56( 234,128 117,07: 281,07
South America 102,876 101,493 295,202 120,585
Other 3,244 6,067 16,25! 11,60:

$ 2,444,711 $ 1,672,793 $ 3,671,502 $3,433,674

Contained within the results for North America eeeenues from the United States of $380,012 and
$563,120 for the three months ended October 317 266 2006, respectively. Contained within the Ite:
of Europe are revenues from the United Kingdomaif%455 and $504,374 for the three months ended
October 31, 2007 and 2006, respectively.

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

Revenue from significant customers for the thred ik months ended October 31, 2007 and 2006 is
summarized as follows:

Three Months Ended Six Months Ended
October 31, October 31,
2007 2006 2007 2006
Customer A 42% -% 28% -%
Customer B 12% -% 8% -%
Customer C 7% 14% 13% 20%
61% 14% 49Y% 20%

Accounts receivable balances for Customer A wér8%8,282 as at October 31, 2007 and $nil as at Apr
30, 2007. Accounts receivable balances for Cust@neere $344,000 as at October 31, 2007 and $nil a
at April 30, 2007. Accounts receivable balancesdfustomer C were $298,171 as at October 31, 2007 an
$371,485 as at April 30, 2007.
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Note 9

Note 10

Note 11

COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)

(Unaudited)
Commitments
a) On July 10, 2006, the Company entered intaseléor office premises, which commenced on
December 1, 2006 and expires on September 29,201hich a deposit of $86,785 was made.
b) On April 29, 2005, the Company entered intoaséefor office premises, which commenced on
October 1, 2005 and expires on September 30, 2&Hich a deposit of $10,403 was made.
C) On June 7, 2007, the Company entered into exeagent for investor relations consulting services
which commenced on June 7, 2007 and expires onrilesre7, 2007.
d) On February 8, 2007, the Company entered imtagaeement for public relations consulting service
which commenced on February 2007 and expires amadgi31, 2008.
Total rent and consultancy fees payable over ttme ¢d the agreements for the years ended April 30
are as follows:
Investor Public
Office Least Relations Relations
Consulting  Consulting
2008 g 380,77. § 10,80C ¢ 12,57
2009 761,541 - -
2010 780,56 - -
2011 794,147 - -
2012 461,87! - -
2013 93,554 - -
§ 3,272,44 § 10,80C § 12,57
Contingent Liability
On February 17, 2006, a competitor filed a stateéroéclaim in the Supreme Court of British Columbi
claiming among other things, general, punitive aggravated damages of unspecified amounts witlecesp
to alleged business ethics matters. Managemehedafbompany believes that the claim is withautrfdatior
or merit. Any loss as a result of this claim widl becorded in the period that the loss is probabte
measurable.
Restructuring

The Company accounts for our restructuring acésith accordance with Statement of Financial Actiagn
Standards No. 14@\ccounting for Costs Associated with Exit or Disgddsctivities.As a result of the
Company’s post acquisition activities, we incurrestructuring costs of $182,107 during the threatm®
and six months ended October 31, 2007. Restrugtaosts of $182,107 were related to employee sewera
arrangements as a result of the consolidation wiigEdtrative, sales, marketing, and research and
development departments after the close of the Negltts Software Corporation acquisition. At October
31, 2007, we had a restructuring accrual for sexaran the amount of $nil.
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COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Note 12  Subsequent Events

a) On November 2, 2007, the Company completed a gripltcement of $1.7 million through the
issuance of 4.25 million shares of common stock0a40. The private placement was previously
committed to, and conditional on, the acquisitibNewHeights Software Corporation which closed
on August 2, 2007.

b)  On November 6, 2007, a former employee exeaicl€:218 employee stock options exercisable on
the basis of one common share for each optionate$d.40 per share.

c) On December 13, 2007, the Company granted sfptitins to four employees to purchase an
aggregate of 190,000 shares of common stock atemgise price of $0.45 per share, exercisable for
a period of five years pursuant to the Company@528mended and Restated Stock Option Plan.
The options vest in the amount of 12.5% on the d#teh is six months from the date of grant and
then beginning in the seventh month at 1/42 pertimfor 42 months, at which time the options are
fully vested.
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Item 2. Management's Discussion and Analysis or Pteof Operation.

The following discussion and analysiswdtide read in conjunction with the financial stagats and related
notes and the other financial information appeaeisgwhere in this quarterly report. This discussind analysis
contains forward-looking statements that invol&k runcertainties 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 acteslits could differ materially from those anticigin the forward-
looking statements as a result of many factordudieg those identified below, in "Risk Factors'daglsewhere in this
quarterly report. Except as required by applicddle including the securities laws of the Unitedt8$, we do not
intend to update any of the forward-looking statete¢o conform these statements to actual results.

Our financial statements are stated iitddnStates dollars and are prepared in accordaitcdJnited States
Generally Accepted Accounting Principles. All refleces to “common shares” refer to our shares ohwamstock. As
used in this quarterly report, the terms “we”, “@sid “our” means CounterPath Corporation, unlelssratise
indicated.

Overview
Background

We were incorporated under the laws ef3kate of Nevada on April 18, 2003. Following irpmation, we
commenced the business of operating an entertairaderrtising website.

On April 30, 2004, we changed our bussrfeiowing the merger of our company with Xten Wetks, Inc., a
private Nevada company. Xten Networks was incafeat under the laws of the State of Nevada on @ct®®, 2002.
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., oullyrowned
subsidiary, whereby Ineen merged with and intoammpany, with our company carrying on as the simgiv
corporation under the name CounterPath Solutioms, |

On August 2, 2007, we acquired all ofshares of NewHeights Software Corporation thraihghissuance of
38,400,820 shares of our common stock and 1,84%dé8rred shares issued from a wholly-owned sidosiaf our
company, which preferred shares are exchangeabld j849,180 shares of common stock. On Octobg2Qd7, we
changed our name from CounterPath Solutions, tn€CounterPath Corporation.

Business of CounterPath

Our business focuses on the design, dpr@nt and sale of multimedia application softwarer software
applications are based on session initiation padtebich is the recognized standard for interacéme points that
involve multimedia elements such as voice, videstant messaging, and presence (the ability to toroaiperson'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, Wirsdé§®, 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 knowthesoice over
internet protocol (VolP) market. VoIP is a geneaeain for technologies that use internet protocotifansmission 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 argetiémg include large incumbent telecom providezkedom 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 softwWenses and software development kits, USEstn which our
software operates and services associated witlva@ftsuch as technical support services, implertientand training.
We recognize software and services revenue atrtieedf delivery, provided all other revenue recdigni 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 anlétemmunications equipment vendors throughout thedwy

The amount of product configuration andtomization, which reflects the requested feafudetermines the
price for each sale. The number of software licemgechased will have a direct impact on the avesadjing price.
Services may vary depending upon a customer’s mexpeints for technical support, implementation aathing.

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

Operating Expenses

Operating expenses consist of cost @ssalales and marketing, research and developarehgeneral and
administrative expenses, and restructuring costsdPnel-related costs are the most significantpaorant of each of
these expense categories. We expect to contirliest@a number of new employees to support our dgrowt

Cost of sales primarily consists of (ayments to third party vendors for compression/dgmession software
known as codecs, (b) salaries and benefits retatpdrsonnel, (c) related overhead, (d) costs @ Bt&ks on which
our software resides, (e) billable and non-billabdeel, lodging, and other out-of-pocket expeng@smortization of
capitalized software that is implemented into owdpicts, (g) amortization of intangible assets, @dvarranty
expense. Amortization of intangible assets consitie amortization expense related to the intalegssets acquired
from NewHeights Software Corporation comprisingudoed technologies and customer asset. The achuire
technologies are amortized over four years onaigsit-line basis and the customer assets are amdiiased on the
Company'’s estimate of cash flows from those teatgiek, which is approximately five years.

Sales and marketing expense consists plynodi (a) salaries and related personnel costhigfing stock-based
compensation, (b) commissions, (c) travel, lodging other out-of-pocket expenses, (d) marketingnams such as
trade shows, and (e) other related overhead. Casionsare recorded as expense when earned by flleye®. We
expect increases in sales and marketing expensleddoreseeable future as we further increasathgber 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 ariktivgy
personnel as well as our distribution partnerships.

Research and development expense copsiistarily of (a) salaries and related personnetsincluding stock-
based compensation, (b) payments to suppliersefsigd and consulting services, (c) costs relatrihe¢ 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 intilne fu

General and administrative expense ctmpigmarily of (a) salaries and personnel costhunling stock-based
compensation related to our executive, finance,arurasource and information technology functiobya¢counting,
legal and regulatory fees, and (c) other relateattozad. We expect general and administrative exp@nsontinue to

23



increase for the foreseeable future as we inveseisonnel to support continued growth and incpeaeses related to
being a publicly traded company.

Restructuring costs are post acquisiictivities related to the acquisition of NewHeigBtftware Corporation.
We incurred restructuring costs related to empl®gmerance agreements as a result of post aconisdinsolidation
of administration, sales and marketing and reseanchdevelopment departments. At October 31, 2G9Rave a
restructuring accrual for severance of $nil.

Application of Critical Accounting Policies and Useof Estimates

Our consolidated financial statementspaepared in accordance with accounting princiglserally accepted
in the United States. The preparation of thesenfiiz statements requires that we make estimatkassumptions that
affect the reported amounts of assets and liadsl#ind 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 varithisr@assumptions that we believe to be reasonalleruhe
circumstances. We evaluate our estimates and assmspn an ongoing basis. Our actual results nifégrd
significantly from these estimates under differe@sgumptions or conditions. There have been no iabtbanges to
these estimates for the periods presented in tiigeyly report.

We believe that of our significant accting policies, which are described in note 2 to amual financial
statements, the following accounting policies imgoh greater degree of judgment and complexityoAdiagly, the
following policies are the most critical to aidfirly understanding and evaluating our financiahdition and results
of operations.

Revenue Recognition

We recognize revenue in accordance \WmighAmerican Institute of Certified Public Accounta(AICPA)
Statement of Position (“SOP”) 97-2 “Software RewveRecognition”, 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 thatuyasige evidence of
an arrangement exists, delivery has occurred ghésffixed or determinable, and we deem collediiome probable.
For reseller arrangements, fees are fixed or déteiste and collection probable as there are ndsitghexchange or
return and fees are not dependable upon paymanttfre end-user. If any of these criteria are ndt re@enue is
deferred until such time that all criteria haverbeget.

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 elemesitgyithe residual method. Under the residual mettexeénue is
recognized when vendor-specific objective evidencd/SOE, of fair value exists for all of the unideled elements
of the arrangement, but does not exist for onearernf 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 agndises. Revenue is allocated to each of the wetelil elements
based on its respective fair value, with the failue determined by the price charged when thatesiem sold
separately.

For contracts with elements related tstamized network solutions and certain networkdsoilits, we apply
FASB Emerging Issues Task Force Issue No. 00-2éyéRue Arrangements with Multiple Deliverables” and
revenues are recognized under SOP 81-1, “Accouftingerformance of Construction-Type and CertaidBction-
Type Contracts”, generally using the percentageeafipletion method.

In using the percentage-of-completionhrodf revenues are generally recorded based on pletom of
milestones as described in the agreement. Prafih@®s on long-term contracts are revised perallyibased on
changes in circumstances and any losses on cantéigctecognized in the period that such lossesnie&nown.

Post contract customer support (PCS)asvnclude 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.
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PCS service revenue generally is defeurg the related product has been accepted dmdhar revenue
recognition criteria have been met. Professionafises and training revenue is recognized as tlaeik service is
performed.

We provide a one year warranty on softwaoducts. We have set up a warranty provisicghéramount 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 dthe¢hrough our sales
force. Revenue arrangements with distribution magare recognized when the above criteria areantebnly when
we receive evidence that the distribution partrees &n order from an end-user customer or an iredle@urchase by
the distribution partner.

Stock-Based Compensation

Stock options granted are accountedridleu SFAS No. 123R “Share-Based Payment” and aognézed at the
fair value of the options as determined by an optidcing model as the related services are pravatal the options
earned. SFAS No0.123R replaces existing requiremardsr FAS 123 and APB 25, and requires public coigs to
recognize the cost of employee services receivedéhange for equity instruments, based on thevédire of those
instruments on the measurement date which genésale grant date, with limited exceptions.

Stock-based compensation representsofteelated to stock-based awards granted to emedognd non-
employee consultants. We measure stock-based ceatjimmcost at measurement date, based on theasstifiair
value of the award, and generally recognize the@®gxpense on a straight-line basis (net of astidnforfeitures)
over the employee requisite service period or #riod during which the related services are praviolg the non-
employee consultants and the options are earnecstifeate the fair value of stock options usindacB-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 #ie months ended October 31, 2007 was 69.7%. Theated life of
options granted after April 30, 2006 has been datexd utilizing the "simplified" method as presaibby the SEC's
Staff Accounting Bulletin No. 10%5hare-Based Paymerithe expected term of options granted during themginths
ended October 31, 2007 was 4.8 years. For the @inthm ended October 31, 2007, the weighted-aveisigéee
interest rate used was 4.79%. The risk-free inteads is based on a treasury instrument whose igoonsistent with
the expected term of the stock options. We haveaiot and do not anticipate paying cash dividenmdewr shares of
common stock; therefore, the expected dividendlyiehssumed to be zero. In addition, SFAS No. 1iZ8Rires
companies to utilize an estimated forfeiture ratemcalculating the expense for the period. Weieg@an estimated
forfeiture rate of 15.0% in the six months endedoBer 31, 2007 in determining the expense recoirtedr
consolidated statement of operations.

Cost of revenue and operating expenssde stock-based compensation expense. For the thonths ended
October 31, 2007, we recorded an expense of $76658nnection with share-based payment awardstuke
expense of non-vested options of $2,798,689 isagddo be recognized over a weighted-average gpefid.3 years.

Research and Development Expense for Software Products

Research and development expense inchats incurred to develop intellectual propertye Tosts for the
development of new software and substantial enmaents to existing software are expensed as incumatl
technological feasibility has been establishedyrath time any additional costs would be capitalizé/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.
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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 léngth of
time accounts receivable are beyond the contraptuahent terms, our previous loss history, andséotner’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 individu&lasis.

Goodwill and I ntangible Assets

We have a significant amount of goodwill and intlfeyassets on our balance sheet related to thesition of
NewHeights Software Corporation (see Note 3 inat@mpanying financial statements). Intangibletass® carried
and reported at acquisition cost, net of accumdlataortization subsequent to acquisition. The gitala assets
acquired are comprised of acquired technologiessanubtomer asset relating to a customer relatipn$he acquired
technologies are being amortized over their eséthaseful life of four years and the customer aisde¢ing amortized
over approximately five years based on our estimnftash flows from the asset. The intangible tasse reviewed
for impairment whenever events or circumstancegatd impairment might exist in accordance with SA¥o. 144,
“Accounting for the Impairment or Disposal of Lohfired Assets.Projected undiscounted net cash flows expected to
be derived from the use of those assets are cothpatbe respective net carrying amounts to detexmihether any
impairment exists. Impairment, if any, is basedtumexcess of the carrying amount over the fauealf those assets.

The determination of the net carrying value of geilicand intangible assets and the extent to whicany,
there is impairment are dependent on material astisnrand judgments on our part, including the W$iéwover which
the intangible assets are to be amortized, anddtimates of the value of future net cash flowsciviare based upon
further estimates of future revenues, expense®pariting margins. In applying SFAS No. 14@podwill and Other
Intangible Assets,We review our goodwill annually for impairment oora frequently when indicators of impairment
are present.

Results of Operations

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

Revenue

Three Months Ended October 31,

2007 2006 Period-to-Period Change
Percent ol Percent Percent
Total of Total Increase /
Amount Revenue Amount Revenue Amount (Decrease)
Revenue by Type
Software $2,042,13: 84% $ 1,276,065 76% $ 766,068 60%
Service 402,57: 16% 396,72 24% 5,85( 1%
Total revenue ®,444,71. 100% $ 1,672,793 100% $ 771,918 46%
Revenue by Region
International ¢ 886,98 36% ¢ 1,044,83 62% ¢ (157,85) (15%)
North America 1,557,729 64% 627,959 38% 929,770 148%
Total revenue $ 2,444,71 100 $ 1,672,79 1004 ¢ 771,91 46%

For the three months ended October 307 2@e recognized $2,441,711 in revenue compar&d,&72,793 for
the three months ended October 31, 2006. Thissepte an increase of $771,918 or 46% from the pemed last
year, primarily attributable to the addition of sadire revenue from the acquisition of NewHeightge recognized
$2,042,133 in software revenue for the three moatited October 31, 2007 compared to $1,276,06Hhéothree
months ended October 31, 2006, representing aedserof $766,068 or 60%, primarily attributabléh® addition of
software revenue from the acquisition of NewHeigHEsr the three months ended October 31, 200Vicserevenue
was $402,578 compared to $396,728 for the threghmanded October 31, 2006. Service revenue ats/edy flat
quarter over quarter with NewHeights adding anginificant amount of service revenue to the peribdernational
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revenue outside of North America decreased by 166fid the three months ended October 31, 2007 cradfa the
three months ended October 31, 2006, primarilytddewer software sales in Europe. North Americarenue
increased by 148%, compared to the three monthesde@dtober 31, 2006, as a result of the additiosoéifvare
revenue from the acquisition of NewHeights whodessare focused on a North American customer.

Six Months Ended October 31,

2007 2006 Period-to-Period Change
Percent of Percent Percent
Total of Total Increase /
Amount Revenue Amount Revenue Amount (Decrease)
Revenue by Type
Software $2,811,141 7% $ 2,685,784 78% $ 125,357 5%
Service 860,36. 23% 747,89 22% 112,47 15%
Total revenue $3,671,502 100% $ 3,433,674 100« $ 237,828 7%
Revenue by Region
International ¢ 1,667,21 45% ¢ 1,992,40 58% ¢ (325,18 (16%)
North America 2,004,283 55% 1,441,267 42% 563,016 3%
Total revenue ¢ 3,671,50 100% $ 3,433,67 100 ¢ 237,82 7%

For the six months ended October 31, 20@7recognized $3,671,502 in revenue compare8,#38,674 for
the six months ended October 31, 2006. This reptesa increase of $237,828 or 7% from the samegkast year.
We recognized $2,811,141 in software revenue fistk months ended October 31, 2007 compared 685%2,84 for
the six months ended October 31, 2006, represeatingcrease of $125,357 or 5%. The slight incrgaseftware
revenue was due to the addition of software revémuna the acquisition of NewHeights offset by fevamnge sales to
major telecom companies compared to the same plsbglear. For the six months ended October 827 2service
revenue was $860,361 compared to $747,890 forixhraanths ended October 31, 2006. The increa$d d?,471 in
service revenue reflects the increase in servieepravide primarily to our larger customers to supgheir deployed
software. International revenue outside of Northetica declined by 16% during the six months er@detbber 31,
2007 compared to the six months ended October®6, being most impacted by fewer European softwales.
North American revenue in the six months ended t81, 2007 increased by 39% compared to the sitims
ended October 31, 2006, primarily as a result efMlewHeights acquisition and the associated softwales in this
region.

Operating Expenses
Cost of Sales

Cost of sales for the three and six meritided October 31, 2007 and 2006 were as follows:

October 31, 2007 October 31, 2006 Period-to-Period Change
Percent Percent Percent
of of Increase /
Amount Revenue Amount Revenue Amount (Decrease)
Three months ended $ 701,37, 29% ¢ 353,36 21% ¢ 348,000 94%
Six months ended $ 1,062,529 28% $ 798,212 23% $ 264,317 31%

Cost of sales was $701,371 for theettmenths ended October 31, 2007 compared to $358@6rded for the
three months ended October 31, 2006. The incinas®zst of sales of $348,007 was primarily duen® amortization
of intangible assets of $295,231 included in th&t of sales, additional stock based compensatimhakso due to a
strengthening Canadian dollar which results in @iglecorded U.S. dollar costs for costs incurre@anadian dollars,
offset by lower use of third party licensed teclogpl

Cost of sales was $1,062,529 for therminths ended October 31, 2007 compared to $798gzt2ded for the
six months ended October 31, 2006. The increasest of sales of $264,317 was primarily due &ahortization of
intangible assets of $295,231, additional stocleba®mpensation, and also due to a strengtheningdan dollar
which results in higher recorded U.S. dollar cdstscosts incurred in Canadian dollars, offsetdwer use of third
party licensed technology.
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Sales and Marketing

Sales and marketing expenses for the thnel six months ended October 31, 2007 and 2066 agefollows:

October 31, 2007 October 31, 2006 Period-to-Period Change
Percent Percent Percent
of of Increase /
Amount Revenue Amount Revenue Amount (Decrease)
Three months ended ¢ 111211 45% ¢ 436,32 26% § 675,79 155%
Six months ended $ 1,567,002 1% $ 754,937 2% $ 812,065 10%

Sales and marketing expenses were $1,192or the three months ended October 31, 200paced to
$436,329 recorded for the three months ended Oc8Ihe2006. The increase of $675,790 was primatiiybutable to
increases in consulting fees, wages, stock baseg@usation and travel related expenses primarigytduhe
acquisition of NewHeights, as well as the strengjiihg of the Canadian dollar vis-a-vis the US dollar

Sales and marketing expenses were $0887or the six months ended October 31, 2007 coedp® $754,937
recorded for the six months ended October 31, 200 increase of $812,065 was primarily attriblgdb increases
in consulting fees, wages, stock based compensatidriravel related expenses primarily due to togigition of
NewHeights, as well as the strengthening of thea@&m dollar vis-a-vis the US dollar.

Research and Development

Research and development expenses fdhtée and six months ended October 31, 2007 ab@ @@re as
follows:

October 31, 2007 October 31, 2006 Period-to-Period Change
Percent Percent Percent
of of Increase /
Amount Revenue Amount Revenue Amount (Decrease)
Three months ended $ 1,633,44 67% ¢ 539,91 32% ¢ 1,093,53 203%
Six months ended $ 2,399,912 6% $ 1,294,844 B 3 1,105,068 8%

Research and development expenses wegga3445 for the three months ended October 317 26hpared to
$539,910 for the three months ended October 316.2&&search and development expenses includingsaad
benefits, consulting, and stock-based compensatweased significantly compared to the prior pgpoimarily with
the addition of research and development persqmimahbrily as a result of the acquisition of NewHwig

Research and development expenses we8%912 for the six months ended October 31, 2@0dpared to
$1,294,844 for the six months ended October 3162@esearch and development expenses includingsaad
benefits, consulting, and stock-based compensat@eased significantly compared to the prior pgpoimarily as a
result of the acquisition of NewHeights and theialolal research and development personnel.
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General and Administrative

General and administrative expenseshi@three and six months ended October 31, 2002@0&l were as
follows:

October 31, 2007 October 31, 2006 Period-to-Period Change
Percent Percent Percent
of of Increase /
Amount Revenue Amount Revenue Amount (Decrease)
Three months ended ¢ 1,831,64 5% ¢ 543,61 32% ¢ 1,288,02 237
Six months ended $ 2,556,168 % $ 1,233,285 1 1,322,883 10%

General and administrative expensesh@three months ended October 31, 2007 were $683tpmpared to
$543,613 for the three months ended October 316.20k increase of $1,288,029 in general and adtritive
expenses was primarily attributable to increasgeensonnel and the associated compensation ofrpegk@nd stock
based compensation due to the acquisition of Neghigi

General and administrative expenseshi@istx months ended October 31, 2007 were $2,58@&d8pared to
$1,233,285 for the six months ended October 316200e increase of $1,322,883 in general and adtnitive
expenses was primarily attributable to increasggeisonnel and the associated compensation ofrpegk@nd stock
based compensation due to the acquisition of Neghigi

Restructuring Costs

During the three and six months ended October @27 2we recorded a restructuring charge of $182,107
Restructuring costs of $182,107 were related toleyee severance arrangements as a result of tiseldation of
administrative, sales, marketing, and researchdandlopment departments after the close of the Nagltis
acquisition. There were no restructuring costgtiercomparable three or six months ending Oct8be2006.

Interest and Other Income

Interest income for the three months dn@etober 31, 2007 was $33,554 compared to $8@&6hé three
months ended October 31, 2006 relating to higherame cash balances. Interest expense for thertioeths ended
October 31, 2007 was $547,975 compared to $420t9Bé three months ended October 31, 2006. Intergense
during fiscal 2008 includes both a cash interestganent of $2,222 and a non-cash component of $680¢lating to
the unaccreted debt discount on the date of coiwverscorded as an additional interest expense.

Interest income for the six months en@etbber 31, 2007 was $49,078 compared to $20,60osix months
ended October 31, 2006. The increase relates heh@yerage cash balances. Interest expense fsixth@nths
ended October 31, 2007 was $688,552 compared t@8B%or the six months ended October 31, 200&rést
expense during fiscal 2008 includes both a cagréast component of $52,228 and a non-cash commoé$0,570
relating to the accretion of the discount on thevestible debenture and $540,200 relating to thecareted debt
discount on the date of conversion recorded aslditi@nal interest expense.

Liquidity and Capital Resources

As of October 31, 2007, we had $3,223j888sh compared to $1,680,220 at April 30, 206@tesenting an
increase of $1,543,766. Our working capital wa8$2,163 at October 31, 2007 compared to $1,897958pril 30,
2007, representing an increase of $2,494,582. Guassets increased by $3,869,823, during the sikim ended
October 31, 2007, while current liabilities incredsy $1,375,241.

Operating Activities

Our operating activities resulted in acash outflow of $3,083,962 for the six monthsesh@®ctober 31, 2007.
This compares with a net cash outflow of $1,078,®84%e same period last year and represents0®$2,13 increase
in cash outflows from operations compared to tmeesperiod last year. The net cash outflow from afieg activities
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for the six months ended October 31, 2007 was piiyreresult of a net loss of $4,682,174 and amense in
receivables of $728,635, offset by a decreasedouatts payable of $240,276 and other non-cash isercls as
depreciation and amortization of $448,380, stodedacompensation of $936,810 and a loss on thegexshment of
convertible debentures of $540,200. The convertil@bentures were converted into shares of comtoch en the
close of the acquisition of NewHeights, requiringrite-off of the remaining discount at which theneertible
debentures were recorded. Cash flows from opestitclude the cash flows from NewHeights from Asige, 2007,
the date of acquisition.

Investing Activities

Investing activities resulted in a nesttanflow of $2,428,983 for the six months endedoBer 31, 2007
primarily from cash acquired on acquisition of Neeiutthts, purchases of equipment and an increasthén assets
consisting of costs related to the NewHeights @atign. This compares with a net cash outflow fiouesting
activities of $210,791 for the same period last ydaich was primarily for purchases of equipmerd deposits. At
October 31, 2007, we did not have any material citmemts for future capital expenditures.

Financing Activities

Financing activities resulted in a netlcanflow of $1,798,051 for the six months endedober 31, 2007
compared to a net cash outflow of $3,244 for theesperiod last year.

On August 2, 2007, we announced the fpsf the acquisition of NewHeights As part of trensaction, our
investors completed an investment of $1,300,00@ % million shares of common stock at $0.40 pare, and
entered into subscription agreements to raise ditiaohl $4.2 million through the issuance of 1MBlion shares of
common stock at $0.40 per share. On Septemb&087, and November 2, 2007, $0.5 million and $1 fianiwas
invested with the remaining $1.0 million scheduiede invested in each of two closings on Febr@2ag008 and
March 2, 2008.

We believe that our current working capénd anticipated proceeds from the investmenpaesof 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 thablves risks and uncertainties, and actual resuduld vary
materially. If we are unable to raise additiongital when required or on acceptable terms, oreaghcash 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®eg concern.

Long Term Obligations

On October 10, 2006, we entered intcaaddor office premises, which commenced on Decehh2006 and
expires on September 29, 2011 for which a dep®§i78,084 was made. On April 29, 2005, we entenénl & lease
for office premises, which commenced on Octob&@0D5 and expires on September 30, 2012vfach adeposit of
$10,403 was madeOn June 7, 2007, we entered into an agreemenivestor relations consulting services, which
commenced on June 7, 2007 and expires on DecemB607. On February 8, 2007, we entered into aeemgent for
public relations consulting services, which comneghon February 2007 and expires on January 31,2008
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Total rent and consultancy fees payalér the term of the agreements for the years eAgpeiti 30 is as
follows

Office Investor Public

Lease Relations Relations
2008 8 380,77 ¢ 10,80( ¢ 12,57«
2009 761,541 - -
2010 780,56: - -
2011 794,147 - -
2012 461,87! = =
2013 93,554 -

§ 327244 ¢ 10,80? 3 12,57:
Off-Balance Sheet Arrangements
We do not have, and do not have any ptgdans to implement, any off-balance sheet aserents.
New Accounting Pronouncements

In October 2006, the Financial Account8tgndards Board (“FASB”) issued interpretation Mi®, “Accounting
for Uncertainty in Income Taxes-an InterpretatidrFASB Statement No. 109 (FAS No. 1¢%IN 48”). This
interpretation prescribes a recognition threshaldl measurement attribute for tax positions takeexpected to be
taken in a tax return. This interpretation alsovjies guidance on de-recognition, classificatioigriest and penalties,
accounting in interim periods, disclosure and fitiors The evaluation of a tax position in accorcamwith this
interpretation is a two-step process. In the 8tsp, recognition, our company determines whettismore-likely-
than-not that a tax position will be sustained upgamination, including resolution of any relatggbeals or litigation
processes, based on the technical merits of thdgosThe second step addresses measuremenawfomsition that
meets the more-likely-than-not criteria. The tasipon is measured at the largest amount of bettefitis greater than
50 percent likely of being realized upon ultimatétlement. Differences between tax positions takemtax return and
amounts recognized in the financial statementsgeifierally result in a) an increase in a liabildyincome taxes
payable or a reduction of an income tax refundivedde, b) a reduction in a deferred tax assehdnerease in a
deferred tax liability or ¢) both a and b. Tax piosis that previously failed to meet the more-hk#ian-not
recognition threshold should be recognized in its $ubsequent financial reporting period in whileht threshold is
met. Previously recognized tax positions that myér meet the more-likely-than-not recognition stued should be
de-recognized in the first subsequent financiabréipg period in which that threshold is no longest. Use of a
valuation allowance as described in FAS No. 10%itsan appropriate substitute for the de-recogmitiba tax position.
The requirement to assess the need for a valualimnance for deferred tax assets based on suffigief future
taxable income is unchanged by this interpretafitris interpretation is effective for fiscal yedisginning after
December 15, 2006. The cumulative effect of adgpiiN 48 of $72,413 was recorded as a reductioetained
earnings. The total amount of unrecognized tax fitsres of the date of adoption was $245,362. @fdmount,
$245,362 represents the amount that would reduceffactive income tax rate, if recognized in fetyreriods. We
recognize interest and penalties accrued on unnéoed) tax benefits within income tax expense. A®ctober 31,
2007 , we had $103,000 of interest and penaltiesiad associated with unrecognized tax benefitsaesubject to
taxation in the U.S. and Canada. We are subjdeixtexaminations by tax authorities for all taxati@ars
commencing in or after 2002. As of October 31, 2062 amount of unrecognized tax benefits had aszd by
$72,007.

In September 2006, FASB issued Statement of FiabAcicounting Standards No. 157, Fair Value Measergs
(“SFAS No. 157"). This standard clarifies the pipie that fair value should be based on the assompthat market
participants would use when pricing an asset bilitg. Additionally, it establishes a fair valuéegharchy that
prioritizes the information used to develop thossumptions. This standard is effective for finahsiatements issued
for fiscal years beginning after November 15, 200/@. are currently evaluating the impact of thigesteent.

In February 2007, the FASB issued FASB StatementlN8, The Fair Value Option for Financial Assatd a
Financial Liabilities — Including an Amendment cAEB Statement No. 115. (“SFAS No. 159”). This stamid
permits an entity to choose to measure many figdintétruments and certain other items at fair @althis standard is
effective for financial statements issued for fisears beginning after November 15, 2007. We areeatly
evaluating the impact of this statement.
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RISK FACTORS

Much of the information included in thysarterly report includes or is based upon estisyajections 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 alwaag/, sometimes materially, from any estimatesdigteons,
projections, assumption or other future performanuggested herein.

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

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 exq@nand capital requirements until we achieve dip@sash flow.
However, there is no assurance that actual caslireaeents will not exceed our estimates. In pakiclwadditional
capital may be required in the event that:

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

The occurrence of any of the aforememibevents could adversely affect our ability to hwes proposed
business plans.

We depend on a mix of revenues and ceitséghital to pay for the continued developmentwftechnology and
the marketing of our products. Such outside capity include the sale of additional stock and/enercial
borrowing. There can be no assurance that capitatentinue to be available if necessary to méese continuing
development costs or, if the capital is availatiiat 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 equityénésts of our current
stockholders. Obtaining commercial loans, assurttinge 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 satsgtantial doubt on our ability to continue a®mg 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 comnsdock could result in a reduction in the liquiditfyour common
stock and a reduction in our ability to raise calpiBecause our operations have been primarily@ied through the
sale of equity securities, a decline in the pritews 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 amdhiinue our current operations. If our stock pdeelines, there can
be no assurance that we can raise additional tapitenerate funds from operations sufficient ®etrour obligations.
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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 sdrmer 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, X¥ahels, X-
Look, X-Cipher and X.Net, invaluable to our abiltty continue to develop and maintain the goodwitl acognition
associated with our brand. The measures we tapmtect the proprietary technology software, arfteointellectual
property rights, which presently are based upoonabination of copyright, trade secret and tradentanls, 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 additarwithstanding
any rights we have secured in our intellectual prop other persons may bring claims against uswkahave
infringed on their intellectual property rightsginding claims based upon the content we licere third parties or
claims that our intellectual property right inteseare 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 usake changes to our website or other of our tedyies.

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

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

We may experience technical or otheidliffies that could delay or prevent the developtnietroduction or
marketing of new products or enhanced versionsisfieg products. Also, we may not be able to achegv or
enhanced services to emerging industry standandsp@ar new products may not be favorably received.

Unless we can establish market acceptance of auertproducts, our potential revenues may be sicgmtly
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 acceptanoarasoftware products is, therefore, critical to future success and
our ability to continue to generate revenues. Faita achieve broad market acceptance of our softpraducts as a
result of competition, technological change, oreottise, would significantly harm our business. @uure 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 that
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we will be successful in marketing our current pratdbfferings 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 civimay affect our ability to operate our businesd achieve
profitability.

Management is aware of similar produdtéctv compete directly with our products and somghefcompanies
developing these similar products are larger attbénanced than us and may develop productsreupe 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 darpeelf stock. Our
board of directors has the authority to issue &t shares of common stock up to the authorizgital stated in the
certificate of incorporation. Our board of dired@nay choose to issue some or all of such shamjigre one or
more businesses or to provide additional finanaintipe 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 setyuhiat has a
market price (as defined) less than $5.00 per shraae exercise price of less than $5.00 per skatgect to certain
exceptions. Our securities are covered by the pstogk rules, which impose additional sales praatzjuirements on
broker-dealers who sell to persons other than ksitell customers and "accredited investors". Tira taccredited
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 $200,008@0.$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. Trakér-dealer also must provide the customer witieru bid and
offer quotations for the penny stock, the compeéaosaif 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 toctistomer 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 tradintivity 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 discouragesiior interest in and limit the marketability afr&common stock.

The Sales Practice Requirements of the Financi@listry Regulatory Authority, or FINRA may also timi
stockholder's ability to buy and sell our stock.

In addition to the "penny stock" rulescébed above, the FINRA has adopted rules thaiirethat 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 tt@mer's
financial status, tax status, investment objectaues other information. Under interpretations @ rules, the
FINRA believes that there is a high probabilityttepeculative low priced securities will not betahble for at least
some customers. The FINRA requirements make it miffieult for broker-dealers to recommend thatitloeistomers
buy our common stock, which may limit your abilitybuy and sell our stock and have an adversetaffethe market
for its shares.
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Item 3(A)T. Controls and Procedures

As required by Rule 13a-15 under the Bxgje Act, we have carried out an evaluation oeffectiveness of
the design and operation of our company’s disclsontrols and procedures as of the end of thegedvered by
this quarterly report, being October 31, 2007. Ehvialuation was carried out under the supervisimhwith the
participation of our company’s management, inclgdiar company’s chief executive officer and chie&fcial
officer. Based upon that evaluation, our companiief executive officer and chief financial officesncluded that
our company’s disclosure controls and procedurefiective as at the end of the period coverethisyquarterly
report. There have been no significant changesiirinternal controls over financial reporting tleaturred during our
most recent fiscal quarter that have materiallg@d, or are reasonably likely to materially affear internal controls
over financial reporting.

Disclosure controls and procedures argrots and other procedures that are designedsurenhat information
required to be disclosed in our company’s repdled for submitted under the Exchange Act is recoygeocessed,
summarized and reported, within the time periodxgied in the Securities and Exchange Commissiaries 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.

PART Il - OTHER INFORMATION
Item 1. Legal Proceedings.

Except as set out below, we know of noemial, active, or pending legal proceeding againstcompany, nor
are we involved as a plaintiff in any material preding or pending litigation where such claimsaiiom involves
damages for a value of more than 10% of our asset$ October 31, 2007, or any proceeding in whity of our
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 empésje
alleging breach of (i) confidentiality, and (ii)guious employment agreements between the two empdofDr. Joseph
Vass and Mark Klagenberg) and Eyeball. Eyebaleeksg an injunction requiring our company, Mr. Brand the
two employees, to deliver to Eyeball any confidantiformation they have in their possession, posvesontrol
relating to Eyeball and its business, restrainiaganmpany 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 Efébaonnection
with our company's current business operationsvéteut foundation or merit. We intend to contirteevigorously
defend these proceedings.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

On October 4, 2007, we issued 4,866 shaf®ur common stock to a former employee of aslidry of our
company upon the exercise of stock options at@emf $0.40 per share for proceeds of $1,946 inrdemce with the
terms of a stock option and subscription agreerdated August 2, 2007. The 4,866 shares of our acmmstock were
issued in reliance upon Regulation S and/or Seet{@) of the Securities Act of 1933 in an offshtnansaction to a
non-U.S. Person (as that term is defined in Requla® under the Securities Act of 1933).

On November 2, 2007, we issued 500,0@0eshof our common stock to Nairbo Investments &tca price
$0.40 per share for proceeds of $200,000 in acoomwith the terms of a private placement subsoripagreement.
The 500,000 shares of our common stock were issuediance upon Rule 506 of Regulation D and/asti®e 4(2) of
the Securities Act of 1933.

On November 2, 2007 we issued 3,750,0@0es of our common stock to Wesley Clover Corpamadt a price
of $0.40 per share for proceeds of $1,500,000 dor@ance with the terms of a subscription agreerdated June 15,
2007. The 3,750,000 shares of common stock otompany were issued in reliance upon Rule 506 guR¢ion D
and/or Section 4(2) of the Securities Act of 1933.

35



On November 6, 2007, we issued 12,218eshaf our common stock to a former employee dfilzsigliary of
our company upon the exercise of stock optionspatce of $0.40 per share for proceeds of $4,88oordance with
the terms of a stock option and subscription agesgrdated August 2, 2007. The 12,218 shares of@umon stock
were issued in reliance upon Regulation S and/oti@e4(2) of the Securities Act of 1933 in an bffse transaction
to a non-U.S. Person (as that term is defined muRe&ion S under the Securities Act of 1933).

On December 13, 2007, we granted stock optionsupdmployees to purchase an aggregate of 190i208ss
of our common stock at an exercise price of $0&5share, exercisable for a period of five yearsyent to our 2005
Amended and Restated Stock Option Plan. The optoa subject to vesting provisions as set forthénstock option
agreements dated December 13, 2007. We issuatioitieoptions three non-U.S. persons (as thatitedafined in
Regulation S of the Securities Act of 1933), inoffishore transaction relying on Regulation S an&ection 4(2) of
the Securities Act of 1933.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Submission of Matters to a Vote of SecurityHolders.
None.

Item 5. Other Information.

On December 13, 2007, we entered into an employagmeement with Mark Bruk whereby we agreed to
employ Mr. Bruk as the executive vice-chairman wf company, to assist our board of directors, bigfoperating
officer and our president with, among other thirfganulating plans and developing conceptual striatefor
expanding our business, advising on the implemematf such strategies, and advising on the devedoy of new
products and services, in consideration for: (ipenual salary of CDN$180,000; (ii) the eligibility receive incentive
stock options and other equity incentives; (iiijit@ment to receive an annual cash bonus upoath&vement of
certain milestones and objectives; (iv) benefitd parquisites commensurate with those receivedtiosr senior
executive of our company; and (v) the reimbursemécertain prescribed expenses. The employmeaetatent may
be terminated by: (i) our board of directors upooviding the prescribed notice and making the pibed payments;
or (ii) by our company upon the occurrence of d¢erpmescribed events. Mr. Bruk may terminate tmpleyment
agreement for any reason upon providing us withmmxths’ written notice.

Please review the employment agreement, attachretbheess Exhibit 10.38, for a complete descriptibalbthe
terms and conditions of the employment agreement.

Item 6. Exhibits.
Exhibits Required by Item 601 of Regulation S-B

(3) Articles of Incorporation and By-laws

3.1 Articles of Incorporation (incorporated by refererfrom our Registration Statement on Form SB-2ifda 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).

3.4 Atrticles of Merger (incorporated by reference froar Current Report on Form 8-K filed on Septemtigr 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.
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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 (impowated 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 Statéron
Form S-8 filed on June 14, 2005).

4.4 Form of Stock Option Agreement for 2005 Stock Op#dan (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 Supton 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, betvigrerad Scope Enterprises Inc. and Hon Kit Ng
(incorporated by reference from our Registraticet&@hent 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 RegistraticeiteShent on Form SB-2 filed on July 16, 2003).

10.6 Agreement and Plan of Merger among Broad Scoperiiges 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 Scoperfaises Inc. and Xten Networks, Inc. (incorpodabg
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.) (incorgted by reference from our Current Report on Férih
filed on May 10, 2004).

10.9 Debt Settlement and Subscription Agresnt dated April 19, 2005 between Xten Networks, &nd Steven Bru
(incorporated by reference from our Annual ReparForm 10-KSB filed on July 29, 2005).

10.1CEmployment Agreement dated June 16, 2005 between Xetworks R&D Inc. and Larryifflick (incorporatec
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

10.1z2Form of Amendment to Stock Option and Subscripigneement (incorporated by reference from our Gurre
Report on Form 8-K filed on July 17, 2006).
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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).

10.15Employment Agreement between CounterPath Solutlaesand 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 ReparForm 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 Jamt€£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 Solsitime 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 Aug8s2007).

10.29 Voting and Exchange Trust Agreement among Counter®alutions, Inc., 6789722 Canada Inc., a wholly
owned subsidiary of CounterPath Solutions, Inc.\daliant 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 AQgus
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@Ffwveen our company and various investors
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(incorporated by reference from our Current ReparForm 8-K filed on August 8, 2007).

10.32 Installment Subscription Agreement dated Augu&Q®7, between our company and various investors
(incorporated by reference from our Current ReparfForm 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 Corporainnorporated by reference from our Current Repart
Form 8-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 Septembe20@7 our Quarterly Report on Form 10-QSB filed on
September 14, 2007).

10.37 Amended Employment Agreement between Donovan Jamg€ounterPath Solutions R&D Inc., a wholly
owned subsidiary of CounterPath Solutions, Inced&eptember 13, 2007 (incorporated by referemre éur
Quarterly Report on Form 10-QSB filed on Septeniizer2007).

10.38 Employment Agreement between Mark Bruk and Coumtiirorporation dated December 13, 2007.

(21) Subsidiaries of CounterPath Corporation.
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 sigmeits behalf by
the undersigned, thereunto duly authorized.

COUNTERPATH CORPORATION

By: /s/Greg Pelling
Greg Pelling
Chief Executive Officer & Director
(Principal Executive Officer)
Date: December 17, 2007

By: /s/David Karp
David Karp

Chief Financial Officer, Secretary & Treasurer
(Principal Financial Officer and Principal Acating Officer)
Date: December 17, 2007
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