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

January 31, April 30,
2008 2007
(Unaudited)
Asset:
Current assets:
Cash $ 3,079,58. $ 1,680,22(
Accounts receivable (net of allowance for doub#fetounts o
$197,92: and $56,817 respectivel 3,932,69¢ 1,924,89!
Prepaid expenses and deposits 546,61: 129,53:
Total current asse 7,558,89¢ 3,734,65.
Deposits - Note 9 and Note 12 403,61¢ 74,61
Equipment 388,43 276,59¢
Intangible assets (net of accumulated amortinatf $599,162
and $nil — Note 2(d) and 3) 5,533,77! -
Investment tax credits recoverable 233,58: -
Goodwill — Note & 6,727,74. -
Other assets 129,49: 25,71¢
Total Assets $ 20975,53¢ $ 4,111,58
Liabilities and Stockholders’ Equity (Capital Deficit)
Current liabilities:
Accounts payable and accrued liabilit $ 2,496,18 $ 1,314,08
Due to related parties 20,85 25,41°
Unearned revent 658,18¢ 408,18¢
Customer deposits 23,35: 5,61¢
Warranty payable 105,40« 83,76¢
Total current liabilities 3,303,97¢ 1,837,07.
Convertible debentures — Note 5 - 3,369,23I
Unrecognized tax benefit — Note 2(c) 332,15 -
Total liabilities 3,636,13¢ 5,206,30:
Stockholders’ equity (capital deficit
Preferred stock, $0.001 par va- Note6

Authorized: 100,000,000

Issued and outstanding: January 31, 2008Apfit 30, 2007 — Nil - -
Common stock, $0.001 par val- Note7

Authorized: 415,384,50

Issued and outstanding:

January 31, 2008 — 95,108,887; April 30,26(87,940,983 95,10¢ 37,94:
Additional paic-in capital 28,982,'90 4,820,06'
Accumulated deficit (12,823,439 (5,872,15).
Accumulated other comprehensive income (losg)rrency translation
adjustment 1,085,142 (80,580

Total stockholders’ equity (capital deffici 17,339,40: (1,094,72).
Liabilities andStockholders’ Equit $ 20975,53¢ $ 411158

Going concern (Note -

New accountingpronouncements (Note 2(c))
Commitments and contingent liability (Notes 9 ai®) 1
Subsequent events (Note 13)

See accompanying notes to the consolidated finbsigitements
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COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS AND C OMPREHENSIVE LOSS
(Stated in U.S. Dollars)

(Unaudited)
Three Months Ended Nine Months Ended
January 31, January 31,
200¢ 2007 200¢ 2007
Revenue — Note 8:
Software $ 169882 $ 653,33: $ 4509,96¢ $  3,339,11
Service 935,93 354,25( 1,796,29! 1,102,14
Total revenue 2,634,76: 1,007,58: 6,306,26- 4,441,25I
Operating expenses:

Cost of sales (includes amortization of

intangibles of $303,931 and $599,162- Nc 771,17¢ 337,00¢ 1,833,70" 1,135,22

2(d))

Sales and marketir 1,016,75! 409,85¢ 2,583,76 1,164,79:

Research and developm 1,545,63 647,66« 3,945,54. 1,942,50:

General and administrative 1,589,055 581,446 4,145,223 1,806,663

Restructuring cost - Note 11 - - 182,10 -

Total operating expens: 4,922,62: 1,975,97! 12,690,34! 6,049,18

Loss from operations (2,287,85) (968,39) (6,334,077 (1,607,92)
Interest and other income (expense),

Interest income 87,701 17,48¢ 136,78t 38,08

Interest expense - Notes 4 and 5 (1,258 (394,969) (689,81() (480,758

Loss on sale of ass - (1,169 - (9,237

Foreign exchange gain 4,70¢ - 58,22¢ -
Net loss for the perio $ (2,196,700 $ (1,347,046)$ (6,878875) $ (2,059,837
Other comprehensivincome:

Foreign currency translation adjustments (522,573) (31,462) 1,165,722 (22,23)
Comprehensive loss $ (2,719,27) $ (1,37850) $ (5,713,15) $ (2,082,06)
Net loss per shar

Basic and diluted $ (0.02) $ (0.09) $ (0.0 $ (0.0€)
Weighted average common

shares outstanding: 94,939,74 37,940,98 74,127,65 37,936,13

See accompanying notes to the consolidated finbsigitements
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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 cash us
operating activities:
Depreciation and amortization
Amortization of intangible asse
Stocl-based compensati-note 7
Accretion of convertible debenture disdouNote 5
Loss onconversion aconvertible ebenture
Changes in assets and liabiliti
Accounts receivable
Prepaid expenses and deposits
Accounts payable and accrued liabilit
Unearned revenue
Customer deposits
Warranty payabl
Net cash used in operating activit

Cash flows from investing activities:
Cash acquired on acquisition of NewHeights,afi¢tansaction costs
Purchase of equipment
Deposits
Increase in other assets
Net castprovided by (used in) investing activities

Cash flows from financing activities:
Common stock issued
Convertible debenture isst
Decrease in due to related par
Net castprovided by (used in) financing activities

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

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

Supplemental disclosure of cash flow informat
Cash paid for:
Interest
Common stock and stock options issued in cdiorewith the
acquisition of NewHeights Software Corporation

Convertible debentures converted into commoaokst

Nine Months Ended

January 31,

208 2007
$ (6,878,87) $ (2,059,83)
240,82: 207,14:
599,16: -
1,235,51. 653,21!
90,570 97,500
540,20( 289,25:
(456,42 (1,696,77)
(403,000 (50,162
268,46. 339,24:
250,001 204,701
18,35¢ 54,96
21,63 17,26:
(4,473,57) (1,943,50):
2,517,365 -
(51,959 (177,49
(329,009 (70,419
(101,507 (14,565
2,034,906 (262,472
3,506,83: 9,95/
- 2,000,00t
(4,564 (9,096
3,502,26: 2,000,85
335,76! (22,23))
1,399,36 (227,349
1,680,221 2,369,02 .
$ 3,07958 $ 2,141,67.
$ 2,222 % 64,483
$ 15,477,34 $ -
$ 4,000,000 $ -

See accompanying notes to the consolidated finbsigitements
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COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY (CAPITAL DEFICIT)

for the Nine Months Ended January 31, 2008
(Stated in U.S. Dollars)

Common shares

Preferred Shares

Accumulated

Number Number Additional Other
of of Paic-in Accumulate: Comprehensiv
Shares Par Value Shares Par Value Capital Deficit Loss Total
Balance, May 1, 2007 37,940,98 $ 37,94: - $ - $ 4,820,060 $ (5.872,15) $ (80,580 $ (1,094,72)
Shares issued: Common
Acquisition of NewHeights — Note 3 38,400,82 38,40: 15,138,46! 15176,86:
Conversion of debentures — Note 5 10,000,00 10,000 3,990,00 4,000,000
Private placement — Note 3 8,75Q000( 8,75( 3,491,25 3,500,00!
Exercise of stock options 17,08 17 6,815 - - 6,83
Fair value of vested stock options 300,48: - - 300,48:
exchanged — Note 3
Shares issued: Preferred 1 - - - - -
Stock-based compensation - Note 7 1,235,51. - - 1,235,51
Net loss for the perio (6878,879) - (6878,879)
Foreign currency translation adjustment - 1,165,72. 1,165,72;
Cumulative-effect adjustment — Note 2(c) (72,413) - (72,413)
Balance, January 31, 2008 (Unaudited) 95,108,88 $ 95,109 1% - $ 2898259 $ (12823439 $ 1,085,142 $17339,40:

CW1733576.1

See accompanying notes to the consolidated finbsteitement



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 $mhst Inc.) (the “Company”) was incorporated in the
State of Nevada on April 18, 2003. The Company gkdrits name from CounterPath Solutions, Inc. to
CounterPath Corporation on October 17, 2007. Thagamy’'s common shares are quoted for trading on
the Over-The-Counter Bulletin Board in the Unitaet8s of America. On August 2, 2007, the Company
completed the acquisition of all of the shares eiNeights Software Corporation (“NewHeights”)

through the issuance of 38,400,820 shares of timep@oy’s common stock and 1,849,180 preferred shares
issued from a subsidiary of the Company that achaxgeable into 1,849,180 shares of common stock of
the Company. For accounting purposes, the Compasydeemed to be the acquirer of NewHeights based
on certain factors including the number of commioarss issued in the transaction as a proportidheof

total common shares outstanding, and the compogifithe board after the transaction (Note 3). On
February 5, 2008 NewHeights Software Corporatiath @ounterPath Solutions R&D Inc. were
amalgamated under the name CounterPath Technologies

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

Note 2 Significant Accounting Policies and Going Concern

These interim consolidated financial statementhmeen prepared in accordance with generally aedept
accounting principles in the United States of Arme@nd are stated in U.S. dollars except wherawibe
disclosed. Because a precise determination of raasgts and liabilities is dependent upon futuratsye
the preparation of financial statements for théqaenecessarily involves the use of estimates, whave
been made using careful judgment. Actual resultg vaay from these estimates.

These interim consolidated financial statement&hmen prepared on a going concern basis, which
implies the Company will continue to realize itsets and discharge its liabilities and commitméntbe
normal course of business. The continuation oftbmpany as a going concern is dependent upon the
continued financial support from its stockholdeng ability of the Company to obtain necessary tgqui
financing to continue operations and to generastaguable significant revenue. There is no guasstitat
the Company will be able to raise any equity finagor generate profitable operations. As at Jan8ar
2008, the Company has not yet achieved profitapézations and had an accumulated deficit of
$12,823,439 since incorporation. These factore substantial doubt regarding the Company’s aliiity
continue as a going conceanagement is implementing a plan to address tlesertainties to enable
the Company to continue as a going concern thrtluglend of fiscal 2009 and beyonthis plan include
new equity financing in amounts sufficient to sustaperations, and to increase revenues from dpasat

Realizable values may be substantially differenrficarrying values as shown in these financial
statements should the Compdreyunable to continue as a going concern. Theaadial statements do t
include any adjustments to the recoverability daddgification of recorded asset amounts and cleasin
of liabilities that might be necessary should tleenpany 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 polécas follows:

CW1733576.1 8




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 Concers- (cont'd)

a)

b)

c)

CW1733576.1

Basis of Presentation

These interim consolidated financial statementkigte the accounts of the Company and its
wholly- owned subsidiaries, CounterPath Solutio&®Rnc., incorporated under the laws of the
province of British Columbia, Canada, NewHeight$t®are Corporation, continued under the
Canada Business Corporation Act and 6789722 Cadnadancorporated under the Canada
Business Corporations Act. The results of NewHisi@oftware Corporation are included from
August 2, 2007, the date of acquisition. All intempany transactions and balances have been
eliminated.

Interim Reportin

The information presented in the accompanying imteonsolidated financial statements is
without audit pursuant to the rules and regulatimiithe Securities and Exchange Commission.
Certain information and footnote disclosures notynakluded in the financial statements
prepared in accordance with generally accepteduatic principles have been condensed or
omitted pursuant to such rules and regulationspatjh the Company believes that the disclos
are adequate to make the information presentethist¢ading.

These statements reflect all adjustments, whichimtee opinion of management, necessary to
present fairly the financial position, results gleoations and cash flows for the interim periods
presented in accordance with accounting princigéeeerally accepted in the United States of
America. Except where noted, these interim findrat@tements follow the same accounting
policies and methods of their application as thenany’s April 30, 2007 annual consolidated
financial statements. All adjustments are of a radmeacurring nature. It is suggested that these
interim financial statements be read in conjunctigth the Company’s April 30, 2007 annual
consolidated financial statements.

Operating results for the three and nine monthe@ddnuary 31, 2008 are not necessarily
indicative of the results that can be expectedteryear ending April 30, 2008.

New Accounting Pronounceme

In October 2006, the Financial Accounting Stand&dard (“FASB”) issued interpretation No.
48, “Accounting for Uncertainty in Income Taxes-an Iptetation of FASB Statement No. 109
(FAS No. 109)(“FIN 48"). This interpretation prescribes a rgrution threshold and
measurement attribute for tax positions taken peeted to be taken in a tax return. This
interpretation also provides guidance on de-recmgniclassification, interest and penalties,
accounting in interim periods, disclosure and tittove The evaluation of a tax position in
accordance with this interpretation is a two-stegepss. In the first step, recognition, the
Company determines whether it is more-likely-thatthat a tax position will be sustained upon
examination, including resolution of any relategegls or litigation processes, based on the
technical merits of the position. The second stifr@sses measurement of a tax position that
meets the more-likely-than-not criteria. The tasifion is measured at the largest amount of
benefit that is greater than 50 percent likely eihlg realized upon ultimate settlement.




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)

c)

CW1733576.1

New Accounting Pronounceme — (cont’d)

Differences between tax positions taken in a tédrneand amounts recognized in the financial
statements will generally result in a) an increas liability for income taxes payable or a
reduction of an income tax refund receivable, bjduction in a deferred tax asset or an increase
in a deferred tax liability or c) both a and b. Tmositions that previously failed to meet the more-
likely-than-not recognition threshold should beagwized in the first subsequent financial
reporting period in which that threshold is meeWwously recognized tax positions that no longer
meet the more-likely-than-not recognition threshgiiduld be de-recognized in the first
subsequent financial reporting period in which thagshold is no longer met. Use of a valuation
allowance as described in FAS No. 109 is not amapjate substitute for the de-recognition of a
tax position. The requirement to assess the neel\faluation allowance for deferred tax assets
based on sufficiency of future taxable income ishamged by this interpretation. This
interpretation is effective for fiscal years begimmafter December 15, 2006. The Company
adopted the provisions of FIN 48 on May 1, 2007e Thmulative effect of adopting FIN 48 of
$72,413 was recorded as a reduction to retainednegr. The total amount of unrecognized tax
benefits as of the date of adoption was $245,362hi® amount, $245,362 represents the amount
that would reduce the Company'’s effective inconxeréae, if recognized in future periods.

The Company recognizes interest and penalties ed@n unrecognized tax benefits within
income tax expense. As of January 31, 2008, weptidd, 750 of interest and penalties accrued
associated with unrecognized tax benefits.

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

As of January 31, 2008, the amount of unrecogniardenefits had increased by $86,795.

In September 2006, FASB issued Statement of FimbAcicounting Standards No. 157, Fair
Value Measurements (“SFAS No. 157”). This stand#adfies the principle that fair value sho
be based on the assumptions that market particpemild use when pricing an asset or liability.
Additionally, it establishes a fair value hierardhgt prioritizes the information used to develop
those assumptions. This standard is effectiveifiantial statements issued for fiscal years
beginning after November 15, 2007. The Companyiigently evaluating the impact of this
statement.

In February 2007, the FASB issued FASB Statementll§9, The Fair Value Option for
Financial Assets and Financial Liabilities — Indlugian Amendment of FASB Statement No.
115. (“SFAS No. 159”). This standard permits aritgrid choose to measure many financial
instruments and certain other items at fair valliés standard is effective for financial statements
issued for fiscal years beginning after November2O®7. The Company is currently evaluating
the impact of this statement.
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Note 2
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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 andintangibleAsset

Goodwill represents the excess purchase pricetbeegstimated fair value of net assets acquired as
of the acquisition date. We have adopted the rements 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 adiyuar 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 enterpligsen to the reporting unit level. Goodwill of
$6,339,717 (CDN$6,704,947) was initially recorded¢onnection with the acquisition of
NewHeights Software Corporation on August 2, 2007 @Rt Management will perform its annual
impairment test in its fiscal fourth quarter. Nogpiarment charges were recorded to the period ended
January 31, 2008.

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 amountisily allocated to acquired technologies of
$3,454,839 (CDN$3,678,100) and customer asset,@aB32008 (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 fiears, which is Management's estimate of the
useful life of the customer asset. These assets fisaumulated amortization at January 31, 2008 of
$599,162. The expected aggregate amortizatiorhéoatquired technologies for years ended April
30, 2008 to 2012 is $686,389, $915,185, $915,18558 85 and $228,796, respectively. The
expected aggregate amortization for the custonsat éar the years ended April 30, 2008 to 2013 is
$212,629, $467,345, $522,838, $538,223 ,$465,68%a03,290, respectively.

We have adopted the requirements of StatemennafhEial 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 otleegived assets for impairment at least annual
whenever events or changes in circumstances irdibat the carrying amount of an asset may n
recoverable.

Recoverability of long-lived assets is measureddayparison of its carrying amount to the
undiscounted cash flows that the asset or assepdgsaexpected 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, exceeddatr market valu

Comparative Figures

Certain comparative figures have been reclassiieconform to the current period’s presentation.
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Note 3

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

Business Combination

CW1733576.1

On August 2, 2007, the Company acquired all ofstieres of NewHeights Software Corporation
(“NewHeights”) through the issuance of 38,400,8Rarss of the Company’s common stock and
1,849,180 preferred shares issued from 6789722d2ana., a subsidiary of the Company, that are
exchangeable into 1,849,180 shares of common sffattle Company. Upon closing, the Company’s
convertible debenture holders converted their emgsiebentures in the amount of $4 million into 10
million shares of common stock pursuant to the seofithe convertible debenture agreement (Not5).
addition, the Company completed a private placemgsit.3 million, $0.5 million and $1.7 million on
August 2, 2007, September 30, 2007 and Novemb20Q%, respectively, issuing a total of 8.75 million
shares of common stock at $0.40. The Company alsvesl into subscription agreements with investors
to raise an additional $2.0 million through theuesce of 5 million shares of common stock at $@d0
share, which were completed on February 2, 2008\tardh 2, 2008 respectively.

Concurrent with the transaction, the Company isgy288,504 replacement employee options to former
optionees of NewHeights. Included in the nine rhergnding January 31, 2008 statement of operagons
a $388,786 compensation charge (being the increiit value of the vested options) recorded in
association with the issuance of these options.

The Company acquired NewHeights to gain accesewH¢ights’ technology and customer base.
NewHc¢ights has a portfolio of standards based softwppdiGations aimed at simplifying and enhancing
real-time communications over the internet.

The Company accounted for the acquisition usingtirehase method of accounting in accordance with
Statement of Financial Accounting Standards N, Business Combinations. Accordingly, the pase
price has been allocated to the tangible and iitisgssets acquired and the liabilities assumeithen
basis of their respective fair values on the agtjoiisdate. Purchase price in excess of fair valutae net
tangible and identifiable intangible assets acgliras been allocated to goodwill. Any goodwill afited
on the acquisition will not be deductible for taxrposes. The Company’s consolidated statements of
operations and comprehensive loss include the tipgnasults of NewHeights from August 2, 2007, the
date of acquisition. The functional currency of Nwmights is the Canadian dollar hence the valudseof
assets and liabilities of NewHeights including geddwill fluctuate with changes in exchange rates.

The following table summarizes the allocation a&f purchase price and related transaatimsts to the fa
value of the assets acquired and liabilities assuah¢éhe date of acquisition.

Cash $ 2,634,991
Working capital (other than cash) 618,14t
Equipmen 261,09:
Acquired technologies 3,454,839
Customer asset 2,283,90:
Goodwill 6,339,717
Other assets 2,27¢
Total net assetacquiret $ 15,594,88
Consideration:

Purchase price - fair value of shares issued 1%,176,861
Fair value ofthe surrendered options of NewHeic 300,48
Transaction costs 117,54!
Total $ 15,594,88

12




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

Note 3 Business Combination — (cont'd)

The fair value of common shares issued is bas@ébeweighted average closing common share price for
the five trading days prior to, and the five tragldays after the announcement of acquisition. Tlhekd
Scholes option pricing model has been used tométerthe fair value of the surrendered options of
NewHeight: granted to former optionees of NewHeights as eftthnsaction date of August 2, 2007.

The equipment acquired in the acquisition of NevgHts primarily consists of computer equipment,
furniture and fixtures and have been recordediavéue, which approximates net book value. These
assets will be amortized on the basis of declibialgnces. The acquired technologies and custorset as
represent finite life intangible assets. The custoasset represents a relationship with an exististpmer
of NewHeights. The acquired technologies will beoaiimed 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 yeavkich is Management’s estimate of the usefuldife
the customer asset.

The following table presents unaudited pro formsults of operations for the three and nine montited
January 31, 2008, as if the acquisition had ocdusreMay 1, 2006.

Three Months Endec Nine Months Endec
January 31 January 31
2008 2007 2008 2007
Revenue $ 263476 $ 166803 $ 6,306,260 $ 5,661,81
Net loss for the peric $ (2,196,700 $ (3,494,24) $ (9,302,61) $ (7,105,03)
Net loss per shat
Basic and diluted $ (0.02) $ (0.04) $ (0.11) $ (0.08)

CW1733576.1 13




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 nine months ended Januar2@®I8 and 2007, 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 significaarsholder of the Company:

Three Months Ended Nine Months Ended
January 31, January 31,
2008 2007 2008 2007
Interest orconvertible debentu  $ Nil $ 34,167 $ 40,00 $ 85,27¢
Lease payment $ 20,853 $ Nl $ 78,71¢ $ Nil

The above transactions are in the normal coursperfations and are recorded at amounts establistted
agreed to between the related parties. The amdustto these related parties at January 31, 2@08 ar
unsecured, non-interest bearing and have no deted of repayment.

The Company’s Chairman is the Chairman and founslivageholder of Mitel Networks Corporation
(“Mitel”). The Company’s wholly-owned subsidialdewHeights has entered into a distribution
agreement with Mitel on June 15, 2004 and has astkadch agreement on August 7, 2007. The
agreement renews automatically for one-year pemodscontains 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 to Mitel.

The Company, through its wholly-owned subsidiargwRieights 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 theethred nine months ended January 31, 2008, pursuant
to the terms of this distribution agreement, wa@600 and $1,480,500.

As at January 31, 2008, the Company has an accmogivable balance from Mitel of $905,93%(il 30,
2007 - $nil).

In addition, during the three and nine months enligtiary 31, 2008, the Company reimbursed Mitel for
certain expenses on behalf of the Company and encgfated corporation to Mitel totaling $49,73%(il
30, 2007 - $nil) and the Company was paid $12,39%he related corporation to Mitel. As at Janugity
2008, the Company had an accounts payable balarMiel of $20,853 (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 tliaigs of convertible debentures in the principal
amount of $4,000,000 to a group of investors iniclgé company controlled by the spouse of a sigaifi
shareholder of the Company. The debentures aecured, bear interest at 5% per annum with interest
payable quarterly and mature on November 30, 2Z088.investors may convert the debentures at any
time, and from time to time, in whole or in partatommon shares of the Company at a conversiae pri
of $0.40 per share. Consideration for $2,000,00®f4,000,000 convertible debentures was the
cancellation of the $2,000,000 debenture originiayied on December 13, 2005. In addition, the
outstanding share purchase warrants for the pueabfagp to 2,500,000 shares of common stock aice 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 @Goiyip other existing and future indebtedness ag &
they remain outstanding. Under the terms of theapei placement, the investors also received share
purchase warrants for the purchase of up to 5,0008ares 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 treepeds raised allocated between the convertible
debenture, and share purchase warrants basediorethgve fair values and the beneficial convensi
feature based on its intrinsic value in accordamitie EITF 00-27, “Application of Issue No. 98-5 to
Certain Convertible Instruments” (“EITF 00-27"). & Company used the Black-Scholes option pricing
model to determine the fair value of the share fpase warrants using the Company’s historical piéees
the following assumptions (i) risk-free interederaf 4.52%, (ii) expected volatility of 82.02%ij)i
expected life of 3 years, and (iv) a dividend yiefail. 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 convertid@benture and $436,206 to the beneficial conversion
feature. The amounts allocated to the share pugcliagrants and beneficial conversion feature remtss
a discount on the debt financing which is accrébadcome 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 convetieit existing debentures in the amount of $4,00D,00
into 10,000,000 shares of common stock at a coirepsice of $0.40 per share. As a result,rémaining
balance of the unaccreted debt discount on theaddatenversion of $540,200 was recorded in the
consolidated statement of operations as additioterest expense.

The convertible debenture and debt discounsamemarized as follows:

Face Carrying
Amount Discount Value
Convertible debenture at April 30, 20 $ 4,000,000 $ 630,77C $ 3,369,23I
Accretion of debt discount to date of conversion - (90,570 90,57(
Conversion of debenture on August 2, 2007 (4,000,001 (540,20() (3,459,801
$ - $ - -

During the three and nine months ended Januar®I8, 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 subsidiar
6789722 Canada Inc., and Valiant Trust Company &hyethe Company issued and deposited with
Valiant Trust a special preferred voting sharehef €ompany in order to enable Valiant Trust to akec
certain voting and exchange rights as trusteerfdram behalf of the registered holders from timérte of
the preferred shares of 6789722 Canada Inc. Bafbrped share of 6789722 Canada Inexishangeabl
into one share of common stock of the Companyeagtaction of the shareholder, or, in certain
circumstances, of the Company.

Common Stock

Stock Options

The Company has a stock option plan under whitiogto purchase common shares of the Company
may be granted to employees, directors and comsslt&tock options entitle the holder to purchase
common stock at a subscription price determinethbyBoard of Directors of the Company at the tirhe o
the grant. The options generally vest in the amount of 12.5the date which is six months from the ¢

of grant and then beginning in the seventh montti42 per month for 42 months, at which time the
options are fully vested. On August 2, 2007, tleenPany issued 4,288,504 stock options to former
optionees of NewHeights Software Corporation (“Ngights”) to replace their existing options. The
replacement options were granted at $0.40 per stmatgenerally vest in the amount of 33.3% aftehea
of three years from the original date of grant hiol time the options are fully vested. The failue of

the surrendered NewHeights options of $300,482imasded in the purchase price of NewHeights and a
compensation charge of $388,786 (being the incré&hfair value of the options which have vestedywa
recorded in the statement of operations in assoniatith the issuance of these options. The marimu
number of shares of common stock authorized bygtihekholders and reserved for issuance by the Board
of Directors of the Company under the stock opfitams are 4,000,000 under the 2004 Stock optiam pla
and 21,300,000 under the 2005 Stock option plan.

Effective May 1, 2006, with the adoption of SFA8.N23R, the Company has elected to use the Black-
Scholes option pricing model to determine the alue of stock options granted. In accordance with
SFAS No. 123R for employees, the compensation esgisnamortized 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 thengperiod or, if none exists, over the servicaqubr
Compensation associated with unvested optionsepiantnon-employees is remeasured on each balance
sheet date using the Black-Scholes option pricingeh

The expected volatility of options granted hasrbaéetermined using the method described under SFAS
No. 123Rusing the historical stock price. The expected tefimptions granted to employees in the cur
fiscal year has been determined utilizing the “difign” method as prescribed by SAB No. 107, Share-
Based Payment. For non-employees, the expectedofeime options approximates the full term of the
options. The risk-free interest rate is based treasury instrument whose term is consistent vhiéh t
expected term of the stock options. The Companybapaid and does not anticipate paying dividesrds
its common stock; therefore, the expected dividgettl is assumed to be zero. In addition, SFAS No.
123R requires companies to utilize an estimateiéifare rate when calculating the expense for &,
whereas prior to the adoption of SFAS No. 123RGhmpany 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, thgp@oy applied an estimated forfeiture rate of 16% i
fiscal 2007 in determining the expense recorde@tiéraccompanying consolidated statement of opes
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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 weighted-average fair value of options gramiiadng the nine months ended January 31, 2008 and
2007 were $0.22 and $0.35 respectively. The weijaterage assumptions utilized to determine such
values are presented in the following table:

Nine Months Nine Months
Ended Ended
January 31, 2008 January 31, 20(7
Risk-free interest rate 4.7%% 4.85%
Expected volatility 69.68% 83.2%
Expected term 4.7 yre 5.8 yre
Dividend yielc 0% 0%
Weighted average fair value $ 02z $ 0.3t

The following is a summary of the status of the @any’s stock options as of January 31, 2008 and the
stock option activity during the nine months endaduary 31, 2008:

Weighted-average

Number of Exercise Price
Options per Share
Outstanding at April 30, 20C 13,468,10 $0.46
Granted 1,000,000 $0.38
Issued to NewHeights’ former optione: 4,288,50. $0.40
Exercise (17,08¢) $040
Forfeited (923,409) $0.39
Cancelled (363,793) $0.38
Outstanding aJanuan31, 20(8 17,452,32 $045
Exercisable aJanuar 31, 20(8 9,779,511 $0.47
Exercisable at April 30, 20C 4,664,43 $054
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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 regagd#tock purchase options outstanding as of January

31, 2008.
Number of Aggregate Number of Aggregate
Exercise Options Intrinsic Options Intrinsic
Price Qutstanding  Value Expiry Date Exercisable Value
$0.30 20G6,00¢ $16,00( August 1, 201 70,83: $5,667
$0.34 575,00( 23,00( May 1, 201! 95,833 3,83t
$0.38 165,00( - October 1, 201 51,56: -
Sept. 7, 2010 to January
$0.39 8,39(¢,00( - 201€¢  4,698,09 -
$0.40 4,199,22 - March 2, 2008 tdun¢  3,029,60: -
15,201!
$0.43 1,200,001 - September 7, 20: 400,00( -
$0.45 190,00( - Decembe 13, 2012
$0.56 250,00( - February 20, 201 119,79. -
$0.59 300,00( - July 26, 201 112,501 -
$0.61 983,10( - May 23, 201! 409,62! -
June 13, 2010 to July :
$0.67 275,00( - 201¢€ 150,000 -
$0.68 100,00( - April 10, 201¢ 43,75( -
$0.75 50,00( - March 3, 201 22,917 -
$1.07 150,00( - March 29, 201 150,00( -
$1.17 175,00( - February 22, 201 175,00( -
$1.58 150,00( - October 24, 20C 150,00( -
$1.87 100,00( - July 21, 200 100,000 -
January 31, 200¢  17,452,32 $39,00( 9,779,51. $9,50(
April 30, 2007 13,468,10 $10,20( 4,664,43 $1,70(

The aggregate intrinsic value in the precedin¢gtadpresents the total intrinsic value, basechen t
Company'’s closing stock price of $0.38 per sharefdsnuary 31, 2008 (April, 2007 — $0.34), which
would have been received by the option holdersatiamption holders exercised their options as af th
date. The total number of in-the-money optionseesind exercisable as of January 31, 2008 was@%6,6
(April 30, 2007 — 42,500). As of January 31, 20pBraximately 9.8 million atstanding options (April 3!
2007 — 4.7 million) were vested and exercisabld,the weighted average exercise price was $0.47I(Ap
30, 2007 — $0.54). The total intrinsic value ofiops exercised during the nine months ended Jardiary
2008 was $341 (2007 — $nil). The grant date fdeaf options vested during the nine months ended
January 31, 2008 was $ 1,373,988 (April 30, 2081,323,055).
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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 regagdihe non-vested stock purchase options outstanding
as of January 31, 2008.

Weighted Average
Number of Options Grant-Date Fair Value
Non-vested options at April 30, 2007 8,80366< $0.32
Granted 5,288,50: $022
Vested (5495,95) $0.25
Forfeited (923,401) $0.25
Non-vested options eJanuary 31, 20( 7,672,80¢ $0.21

As of January 31, 2008 there was $1,975,545 of tioi@cognized compensation cost related to undeste
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 ninetmsaended January 31, 2008 and 2007 are as follows:

Three Months Endec Nine Months Ended
January 31, January 31,
2008 2007 20(8 2007
Cost ofsale: $ 14,247 $ 10,66( $ 60,14: $ 41,60¢
Sales and marketing 26,821 18,35¢ 140,68t 60,31¢
Reserch and developmel 97,51° 42,69’ 359,37 196,51
General and administrati\ 160,11¢ 86,78: 675,30! 354,77

Total stock-based compensation $ 298,70: $ 158,49° $ 123551 $ 653,21!
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COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Note 8 Segmented Information

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

Foreign revenues are based on the country in whieleustomer is located. The following is a sumnud!
total revenues by geographic area for the threenarelmonths ended January 31, 2008 and 2007:

Three Months Ended Nine Months Ended
January 31, January 31,

2008 20C7 20(8 20(7
North America $ 1,067,40. $ 396,299 ! 3,071,68 $ 1,837,561
Europe 529,53¢ 464,372 1,768,224 2,043,514
Asia 110,26¢ 21,68( 227,34« 302,75¢
Central ancSouth Americe 915,85 35,50 1,211,05 156,08¢
Other 11,70 89,727 27,954 101,324

$ 2,634,76. $ 1,007,58 $ 6,306,26: $ 4,441,25

Contained within the results for North America szeenues from the United States of $467,229 and
$563,120 for the three months ended January 3B 200 2007, respectively. Contained within the ltesu
of Europe are revenues from the United Kingdom1&3407 and $278,644 for the three months ended
January 31, 2008 and 2007, respectively.

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

Revenue from significant customers for the threg @ne months ended January 31, 2008 and 2007 is
summarized as follow:

Three Months Ended Nine Months Ended
January 31, January 31,

2008 2007 2008 2007
Customer A 31% - 13% -
Customer | 20% - 25% -
Customer C 6% 27% 10% 22%
CustomeiD - 24% - 8%
Customer E - 14% - 5%
Customer F — - 10%
57% 65% 48% 45%

Accounts receivable balances for Customer A weB9%00 as at January 31, 2008 and $nil &gt 30,
2007. Accounts receivable balances for Customeei $905,933 as at January 31, 2008 and $nil as at
April 30, 2007. Accounts receivable balances fostémer C were $254,671 as at January 31, 2008 and
$371,485 as at April 30, 2007. Accounts receivallances for Customer D were $327,217 as at January
31, 2008 and $341,927 as at April 30, 2007 Acceurteivable balances for Customer E were $nit as a
January 31, 2008 and $nil as at April 30, 2007 Acts receivable balances for Customer F were $8%52,5
as at January 31, 2008 and $347,222 as at Apr2(BD7
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COUNTERPATH CORPORATION
(Formerly CounterPath Solutions, Inc.)
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Stated in U.S. Dollars)
(Unaudited)

Note 9 Commitments

a) On July 10, 2006, the Company entered intaseléor office premises, which commenced on
December 1, 2006 and expires on September 29,0 Which 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, 202&Hich a deposit of $10,403 was made.

Total rent payable over the term of the agreements foyéars ended April Zareas follows

Office Least

2008 $ 182,31
2009 729,27
2010 747,48!
2011 760,49!
2012 442 ,29¢
2013 89,59(
$ 2,951,45

Note 10 Contingent Liability

On February 17, 2006, a competitor filed a statgrnéclaim in the Supreme Court of British Columbi
claiming among other things, general, punitive agdravated damages of unspecified amounts witkecesp
to alleged business ethics matters. Managemehedfompany beliees that the claim is without foundati
or merit. Any loss as a result of this claim widl kecorded in the period that the loss is probabte
measurable.

Note 11 Restructuring

The Company accounts for our restructuring acésitn accordance with Statement of Financial Actiogn
Standards No. 14@&ccounting for Costs Associated with Exit or Disgdsctivities.As a result of the
Company’s post acquisition activities, we incurresitructuring costs of $nil and $182,107 duringttiree
months and nine months ended January 31, 200&uRiestng costs of $182,107 were related to empoye
severance arrangements as a result of the consmtidd administrative, sales, marketing, and reseand
development departments after the close of the Negltds Software Corporation acquisition. At Janugky
2008, we had a restructuring accrual for severanttee amount of $nil.

Note 12 Deposits

The Company paid $300,000 to Bridgeport Networka deposit towards the purchase of the company, as
set out in the Agreement of Merger and plan of Banization (Note 13(b)).
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Note 13 Subsequent Events

a)

b)

c)

d)

CW1733576.1

On February 1, 2008, the Company announced thatiacquired FirstHand Technologies Inc.
(“FirstHand”) through the issuance of 29,500,008rsk of the Company’s common stock.
Concurrent with the transaction, the Company issy885,632 replacement employee options to
former optionees of FirstHand. These options entite holders thereof the right to purchase one
common share for each option held at $0.38 peesf&ese options expire over various periods
ending on June 26, 2017 and generally vest oveetyears from original issuance. Concurrent with
the issuance of the options, the Board of Direatbthe Company amended the Company’s 2005
Stock option plan to increase the amount of stqatlons available for grant under the plan from
15,000,000 to 21,300,000.

On February 1, 2008, the Company entered imtlcdosed an Agreement of Merger and Plan of
Reorganization with CounterPath Acquisition Co¢pa.wholly-owned Delaware subsidiary,)
Bridgeport Networks, Inc., (a private Delaware @aygtion), and certain shareholders of Bridgeport
Networks as set out in the merger agreer

Prior to the entry into the merger agreement, tbmgany incorporated CounterPath Acquisition for
the sole purpose of acquiring Bridgeport NetworksMay of merger. On February 1, 2008,
following the filing of a Certificate of Merger, @aterPath Acquisition was merged with and into
Bridgeport Networks, with Bridgeport Networks camy on as the surviving corporation. Followi
the effective time of the merger, and by operatibtaw, all of the issued and outstanding shares of
Bridgeport Networks were cancelled and the surg\dorporation became a wholly-owned
subsidiary of the Company. The Company acquirkedf#he issued and outstanding shares of
Bridgeport Networks by way of merger in considematior the assumption of all of the assets and
liabilities of Bridgeport Networks.

On February 2, 2008, the Company completedvafariplacement of $1.0 million through the
issuance of 2.5 million shares@dmmon stock at $0.40 to a related party. The iplacement w
previously committed to, and conditional on, thgusition of NewHeights Software Corporation
which closed on August 2, 20!

On March 3, 2008, the Company completed a pripicement of $1.0 million through the issuance
of 2.5 million shares of common stock at $0.40 telated party. The private placement was
previously committed to, and conditional on, thquasition of NewHeights Software Corporation
which closed on August 2, 2007.

On March 12, 2008, the Company granted stock optioriwenty three employees to purchase an
aggregate of 1,053,227 shares of common stock exentise price of $0.37 per share, exercisable
for a period of five years pursuant to the Compsar2005 Anended and Restated Stock Option F
833,227 options vest in the amount of 50% on the digrant and then beginning in the second
month at 1/48 per month for 48 months, at whictetttre options are fully vested. 220,000 options
vest in the amount of 12.5% on the date whichxsr®nths from the date of grant and then
beginning in the seventh month at 1/42 per montifomonths, at which time the options are fully
vested
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Iltem 2. Management’s Discussion and Analysis or &h of Operation.

The following discussion and analysisigtide read in conjunction with the financial staéats and related
notes and the other financial information appeaeisgwhere in this quarterly report. This discussind analysis
contains forward-looking statements that involak runcertainties and assumptions.

In some cases, you can identify forwamoking statements by terminology such as “may” [I"wishould”,
“expects”, “plans”, “anticipates”, “believes”, “éstates”, “predicts”, “potential” or “continue” ohe negative of these
terms or other comparable terminology. Our actesiits could differ materially from those anticigiin the forward-
looking statements as a result of many factorduéing those identified below, in “Risk Factors”daelsewhere in this
quarterly report. Except as required by applicédle including the securities laws of the Unitedt8s, we do not
intend to update any of the forward-looking statets¢o conform these statements to actual results.

Our financial statements are stated iitddnStates dollars and are prepared in accordaiticdJnited States
generally accepted accounting principles. All referes to “common shares” refer to our shares ofmmmstock. As
used in this quarterly report, the terms “we”, “@sid “our” means CounterPath Corporation, unlessratise
indicated.

Overview
Background

We were incorporated under the laws efSkate of Nevada on April 18, 2003. Following inmmation, we
commenced the business of operating an entertairedeertising website.

On April 30, 2004, we changed our busirfefowing the merger of our company with Xten Wetks, Inc., a
private Nevada company. Xten Networks was incateat under the laws of the State of Nevada on @ct®®, 2002.
As a result of the merger, we acquired all of t/890,000 issued and outstanding shares in Xten dtkban 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 skasEour common stock for each one share of Xtemvbids.

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

On August 2, 2007, we acquired all ofshares of NewHeights Software Corporation thraghissuance of
38,400,820 shares of our common stock and 1,84%d86rred shares issued from a subsidiary of ompany,
which preferred shares are exchangeable into 1,8@%hares of common stock. On October 17, 206 &hanged
our name from CounterPath Solutions, Inc. to Calrath Corporation.

On February 1, 2008, we acquired alhefshares of FirstHand Technologies Inc. throughigbuance of
29,500,000 shares of our common stock. On Febria208, we acquired all of the issued and outlitanshares of
Bridgeport Networks, Inc. by way of merger in catesation for the assumption of all of the assetslabilities of
Bridgeport Networks.

Business of CounterPath

Our business focuses on the design, dpu@nt and sale of software and related servicgfardware for
voice over internet protocol or VoIP application®IP is a general term for technologies that userivet protocol for
transmission of packets of data which include vowdeo, text, fax, and other forms of informatitrat have
traditionally been carried over the dedicated étrswitched connections of the public switched pélene network
(PSTN). Our software applications are based osi@@nitiation protocol which is the recognizedrsfiard for
interactive end points that involve multimedia eéats such as voice, video, instant messaging, esgpce (the
ability to monitor a person's availability). Usefsour software in combination with voice over imtet protocol
service are able to communicate and make voicevialed calls from a device running our software. Goftware has
been designed to run in multiple operating envirents such as Windows 2000, Windows XP, Mac OS Kukiand
Windows Mobile 5 (used for personal digital assistaor PDA's).

Our strategy is to sell our software tw customers to allow such customers to delivesisasnitiation protocol
and voice over internet protocol (VolP) servicess®mers that we are targeting include large in@mhtelecom
providers, telecom original equipment manufactyrarge equipment providers and internet telephemyice
providers. Our software enables voice communicédtiom the end user through the network to anothdruser and
enables the service provider to deliver other stieg content to end users such as video, radibeoweather. Our
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recent acquisitions of FirstHand Technologies &md BridgePort Networks, Inc. expand the productfpio of our
company to include fixed-mobile-convergence appilice for the enterprise and telecom service pmvidarkets.

Revenue

We derive revenue from the sale of saftwienses and software customization, USB sticke/hich our
software operates and services associated witia@ftsuch as technical support services, implertientand training.
We recognize software and services revenue airtteedf delivery, provided all other revenue recaigni criteria have
been met.

Post contract customer support servitelsiile e-mail and telephone support, unspecifigltsito 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 gathetwelve months.

We offer our products and services diyetirough our sales force and indirectly througgtribution partners.
Our distribution partners include networking ani@¢emmunications equipment vendors throughout thedy

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

We believe that our revenue and restiltperations may vary significantly from quartempoarter as a result of
long sales and deployment cycles, new productduoirtions and variations in customer ordering patter

Operating Expenses

Operating expenses consist of cost @ssalales and marketing, research and developamehgeneral and
administrative expenses, and restructuring costsdanel-related costs are the most significanfpoorent of each of
these expense categories. We expect to contirluiesta number of new employees to support our growt

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 d Bi8ks on which
our software resides, (e) billable and non-billabéeel, lodging, and other out-of-pocket expené@gsmortization of
capitalized software that is implemented into awdpicts, (g) amortization of intangible assets, @mdvarranty
expense. Amortization of intangible assets consistise amortization expense related to the intalegissets acquired
from NewHeights Software Corporation comprisinguiced technologies and a customer asset. Therachui
technologies are amortized over four years onaagstt-line basis and the customer assets are aadiiased on the
Company'’s estimate of cash flows from those teabgiek, which is approximately five years.

Sales and marketing expense consists plyned (a) salaries and related personnel costhiing stock-based
compensation, (b) commissions, (c) travel, lodgnd other out-of-pocket expenses, (d) marketingnams such as
trade shows, and (e) other related overhead. Cosionsare recorded as expense when earned by fileyea. We
expect increases in sales and marketing expenslefdoreseeable future as we further increasauhaer of sales
professionals and increase our marketing actiwtiéls the intent to grow our revenue. We expectsand marketing
expense to decrease as a percentage of total vemwever, as we leverage our current sales ankktirey
personnel as well as our distribution partnerships.

Research and development expense copsistarily of (a) salaries and related personnstgicluding stock-
based compensation, (b) payments to suppliersefsigd and consulting services, (c) costs relatrtge design and
development of new products and enhancement direxigroducts, (d) quality assurance and testind, (@) other
related overhead. To date, all of our researchdawelopment costs have been expensed as inculfedexpect
research and development expense to increaseefforseeable future and to decrease as a pereasftemgal
revenue in the future.

General and administrative expense ctmprimarily of (a) salaries and personnel costhuiling stock-based
compensation related to our executive, finance,druresource and information technology functiobsagcounting,
legal and regulatory fees, and (c) other relatezttozad.

Restructuring costs are post acquisiictivities related to the acquisition of NewHeigBtstware Corporation.
We incurred restructuring costs related to empl®gerance agreements as a result of post acqais@insolidation
of administration, sales and marketing and reseanchdevelopment departments. At January 31, 2@0Bave a
restructuring accrual for severance of $nil.
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Application of Critical Accounting Policies and Useof Estimates

Our consolidated financial statementspaepared in accordance with accounting princigkrserally accepted
in the United States. The preparation of thesenfifed statements requires that we make estimattassumptions that
affect the reported amounts of assets and liadsléind disclosure of contingent assets and ligsilét the date of the
financial statements and the reported amountsvefnee and expenses during the reporting periodb&ge our
estimates on historical experience and on varithisr@assumptions that we believe to be reasonatderuhe
circumstances. We evaluate our estimates and agsmsipn an ongoing basis. Our actual results nifégrd
significantly from these estimates under differ@sgumptions or conditions. There have been no ialatbanges to
these estimates for the periods presented in tiEigteyly report.

We believe that of our significant acctiog policies, which are described in Note 2 to annual financial
statements, the following accounting policies imeoh greater degree of judgment and complexity ofdingly, the
following policies are the most critical to aidfirlly understanding and evaluating our financiah@ition and results
of operations.

Revenue Recognition

We recognize revenue in accordance WighAmerican Institute of Certified Public Accourts(AICPA)
Statement of Position (“SOP”) 97-2 “Software ReweRecognition”, as amended by SOP 98-9 “Modificattd SOP
97-2, Software Revenue Recognition with Respe€exain Transactions”.

In all of our arrangements, we do nobmgtze any revenue until we can determine thatyasige evidence of
an arrangement exists, delivery has occurred ghésffixed or determinable, and we deem colledtidme probable.
For distribution and reseller arrangements, feedizred or determinable and collection probable miresre are no
rights to exchange or return and fees are not digide upon payment from the end-user. If any cddhmiteria are
not met, revenue is deferred until such time tHatraeria have been met.

A substantial percentage of our revesugenerated by multiple-element arrangements, asighoducts,
maintenance and support, professional servicesraiming. When arrangements include multiple eleisiene
allocate the total fee among the various elemesitgithe residual method. Under the residual metreenue is
recognized when vendor-specific objective evidenc&/SOE, of fair value exists for all of the unigeted elements
of the arrangement, but does not exist for onearerof the delivered elements of the arrangemeattharrangement
requires us to analyze the individual elementsi@ttansaction and to estimate the fair value of eandelivered
element, which typically includes maintenance artises. Revenue is allocated to each of the wetelil elements
based on its respective fair value, with the faiue determined by the price charged when thatesiém sold
separately.

For contracts with elements related tamized network solutions and certain networkduoilits, we apply
FASB Emerging Issues Task Force Issue No. 00-2dyéRue Arrangements with Multiple Deliverables” and
revenues are recognized under SOP 81-1, “Accoufdingerformance of Construction-Type and CertaivdBction-
Type Contracts”, generally using the percentageenfipletion method.

In using the percentage-of-completionhuodt revenues are generally recorded based on pletion of
milestones as described in the agreement. Proifih@®s on long-term contracts are revised peradljibased on
changes in circumstances and any losses on canénactecognized in the period that such lossesnbe&nown.

Post contract customer support (PCS)sesvnclude e-mail and telephone support, unsieecifghts 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 servicéopewnhich is generally twelve months.

PCS service revenue generally is defeurgi the related product has been accepted drdhedr revenue
recognition criteria have been met. Professionalices and training revenue is recognized as tlagegk service is
performed.

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

Stock-Based Compensation

Stock options granted are accounted fideu SFAS No. 123R “Share-Based Payment” and aognized at the
fair value of the options as determined by an opgidcing model as the related services are pralvatel the options
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earned. SFAS No0.123R replaces existing requiremarter FAS 123 and APB 25, and requires public @orgs to
recognize the cost of employee services receives¢hange for equity instruments, based on thes&aire of those
instruments on the measurement date which genésatie grant date, with limited exceptions.

Stock-based compensation representsotiteelated to stock-based awards granted to emptognd non-
employee consultants. We measure stock-based ceatp@ncost at measurement date, based on theaeestifair
value of the award, and generally recognize thea®sxpense on a straight-line basis (net of astdforfeitures)
over the employee requisite service period or #réod during which the related services are praviolg the non-
employee consultants and the options are earnecstifeate the fair value of stock options usindackB-Scholes
option valuation model.

The expected volatility of options grahteas been determined using the volatility of @mpany’s stock. The
expected volatility for options granted during tlire months ended January 31, 2008 was 69.6 %exXjected life of
options granted after April 30, 2006 has been daterd utilizing the “simplified” method as presaibby the SEC's
Staff Accounting Bulletin No. 108hare-Based Paymefiihe expected term of options granted during the ni
months ended January 31, 2008 was 4.7 years. €airte months ended January 31, 2008, the weigitedge risk
free interest rate used was 4.75%. The risk-fresrést rate is based on a treasury instrument wieoseis consistent
with the expected term of the stock options. Weehaot paid and do not anticipate paying cash dinddeon our
shares of common stock; therefore, the expectedatid yield is assumed to be zero. In addition, SRb. 123R
requires companies to utilize an estimated forfeitate when calculating the expense for the peldelapplied an
estimated forfeiture rate of 15.0% in the nine rhergnded January 31, 2008 in determining the expesrded in
our consolidated statement of operations.

Cost of sales and operating expensesdedtock-based compensation expense. For thertimets ended
January 31, 2008, we recorded an expense of $208)&bnnection with share-based payment awardstuke
expense of non-vested options of $1,975,545 isa®gddo be recognized over a weighted-averagegefid.3 years.

Research and Devel opment Expense for Software Products

Research and development expense inctas incurred to develop intellectual propertye Tosts for the
development of new software and substantial entmaects to existing software are expensed as incumét
technological feasibility has been establishedyldth time any additional costs would be capitali?é/e have
determined that technological feasibility is esti#d at the time a working model of software impteted. Because
we believe our current process for developing safewill be essentially completed concurrently wita
establishment of technological feasibility, no sdsave been capitalized to date.

Accounts Receivable and Allowance for Doubtful Accounts

We extend credit to our customers baseevaluation of an individual customer’s finanaahdition and
collateral is generally not required. Accounts tariding beyond the contractual payment terms ansidered past
due. We determine our allowance for doubtful act®by considering a number of factors, including léngth of
time accounts receivable are beyond the contrapaahent terms, our previous loss history, andstorner’s current
ability to pay its obligation to us. We write-offt@unts receivable when they are identified as llextible. All
outstanding accounts receivable accounts are pegitydreviewed for collectibility on an individuélasis.

Goodwill and Intangible Assets

We have a significant amount of goodwill and intalgassets on our balance sheet related to thesioon of
NewHeights Software Corporation (see Note 3 inat@mpanying financial statements). Intangibletasme carried
and reported at acquisition cost, net of accumdlateortization subsequent to acquisition. The igitsle assets
acquired are comprised of acquired technologiesaasubstomer asset relating to a customer relatipn¥he acquired
technologies are being amortized over their eséthaseful life of four years and the customer asseting amortized
over approximately five years based on our estimatash flows from the asset. The intangible @sae reviewed
for impairment whenever events or circumstancegatd impairment might exist in accordance with SH¥o. 144,
“Accounting for the Impairment or Disposal of Lohgred Assets.Projected undiscounted net cash flows expected to
be derived from the use of those assets are cothpatbe respective net carrying amounts to deteemihether any
impairment exists. Impairment, if any, is basedtmexcess of the carrying amount over the fanevalf those assets.

The determination of the net carrying value of geitichnd intangible assets and the extent to whicany,
there is impairment are dependent on material estisrand judgments on our part, including the uwsiéover which
the intangible assets are to be amortized, andstimates of the value of future net cash flowdctviare based upon
further estimates of future revenues, expense®parhting margins. In applying SFAS No. 142podwill and Other
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Intangible Assets,We review our goodwill annually for impairment oore frequently when indicators of impairment
are present.

Results of Operations
Our operating activities during the thneenths ended January 31, 2008 consisted primairgglling our 1P
telephony software to telecom companies and Ipheley service providers, which provide IP telephsesvices to
end users, and the continued development of otgléPhony software products.
Revenue
Three Months Ended January 31,

2008 2007 Period-to-Period Change
Percent of Percent Percent
Total of Total Increase /
Amount Revenue Amount Revenue Amount (Decrease
Revenue by Type

Software $ 1,69882¢ 64% $ 653,332 65% $ 1,045,497 160%
Service 935,93 36% 354,25( 35% 581,68: 164%
Total revenue $ 2,634,76: 100% $ 1,007,58 100% $ 1,627,181 161%

Revenue by Region
International $ 1,567,36: 50% $ 611,28 61% $ 956,07 156%
North America 1,067,40 41% 396,299 39% 671,102 169%
Total revenue $ 2,634,76. 100% $ 1,007,58: 1004 $ 1,627,18 161%

For the three months ended January 31,,2008ecognized $2,634,763 in revenue compared @0%,582 for
the three months ended January 31, 2007. Thissemi®an increase of $1,627,181 or 161% from time geeriod last
year, of which $500,000 is attributable to the &ddiof software revenue from the acquisition ofiNHeights. We
recognized $1,698,829 in software revenue forhiheet months ended January 31, 2008 compared tQ3@5%r the
three months ended January 31, 2007, representimgieease of $1,045,497 or 160%, of which $500j600
attributable to the addition of software revenuerfthe acquisition of NewHeights. For the threenths ended
January 31, 2008, service revenue was $935,934amchpo $354,250 for the three months ended Jard1ar3007,
representing an increase of $581,684 or 164%, pifinatributable to a general increase in servimeenue to other
customers. International revenue outside of INArnerica increased by 156% during the three moatiaded January
31, 2008 compared to the three months ended JaBLia®007, primarily due to increased sales in éAtmerica
and Europe. North American revenue increased b$4lfé® the three months ended January 31, 2008, amedpo the
three months ended January 31, 2007, as a reshk afddition of software revenue from the acqjoisiof
NewHeights whose sales are focused on a North Aaregustomer.

Nine Months Ended January 31

2008 2007 Period-to-Period Change
Percent of Percent Percent
Total of Total Increase
Amount Revenue Amount Revenue Amount (Decrease)
Revenue by Type
Software $4,509,969 72% $ 3,339,11 75% $ 1170,85: 35%
Service 1,796,29: 28% 1,102,141 25% 694,15! 63%
Total revenue $6,306,264 100% $ 4,441,25 100% $ 1,865,00: 42%
Revenue by Region
International $ 3,234,58 51% $ 2,603,69 59% $ 630,89: 24%
North America 3,071,68 4% 1,837,56! 41% 1,234,11 67%
Total revenue $ 6,306,26. 100% $ 4,441,25 100% $ 1,865,00 42%

For the nine months ended January 318,200 recognized $6,306,264 in revenue comparéd 1,256 for
the nine months ended January 31, 2007. This reptean increase of $1,865,008 or 42% from the gmmed last
year. We recognized $4,509,969 in software revénughe nine months ended January 31, 2008 compared
$3,339,116 for the nine months ended January 3I7,2@presenting an increase of $1,170,853 or 3Bk increase
in software revenue was primarily due to the additf software revenue from the acquisition of Neigtits. For the
nine months ended January 31, 2008, service reweasi&1,796,295 compared to $1,102,140 for the mioeths
ended January 31, 2007. The increase of $694/163% in service revenue reflects the increaseinices we
provide primarily to our larger customers to supploeir deployed software. International revenutsiale of North
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America increased by 24% during the nine monthgeérdénuary 31, 2008 compared to the nine montredelahuary
31, 2007, primarily due to European and Central Acaea software sales. North American revenue dutiegnine
months ended January 31, 2008 increased by 67%arechfo the nine months ended January 31, 2007agly as a
result of the NewHeights acquisition and the asgedi software sales in this region.

Operating Expenses

Cost of Sales

Cost of sales for the three and nine m®ehded January 31, 2008 and 2007 were as follows:

January 31, 2008 January 31, 2007 Period-to-Period Change
Percent Percent Percent
of of Increase /
Amount Revenue Amount Revenue Amount (Decrease)
Three months ended $ 771,17¢ 30% $ 337,00¢ 33% $ 434,16 129%
Nine months ended $ 1,833,707 29% $ 1,135,221 266 $ 698,486 62%

Cost of sales was $771,178 for theetlmenths ended January 31, 2008 compared to $3B#0the three
months ended January 31, 2007. The increase frotsales of $434,169 was primarily due to the dization of
intangible assets of $303,931 included in the obstles, additional stock based compensationakuddue to a
strengthening Canadian dollar which results in bigecorded U.S. dollar costs for costs incurre@amadian dollars.

Cost of sales was $1,833,707 for the minaths ended January 31, 2008 compared to $1AB%&2 the nine
months ended January 31, 2007. The increasestro€sales of $698,486 was primarily due to therization of
intangible assets of $599,162, additional stocleda®mpensation, and also due to a strengtheningdizn dollar
which results in higher recorded U.S. dollar céstscosts incurred in Canadian dollars, offsetdyér use of third
party licensed technology.

Sales and Marketing

Sales and marketing expenses for the thinel nine months ended January 31, 2008 and 2&@7as follows:

January 31, 2008 January 31, 2007 Period-to-Period Change
Percent Percent Percent
of of Increase /
Amount Revenue Amount Revenue Amount (Decrease)
Three months ended $ 1,016,75! 40% $ 409,85t 41% $ 606,90: 148%
Nine months ended $ 2,583,761 2% $ 1,164,793 26% $ 1,418,96: 122%

Sales and marketing expenses were $788&or the three months ended January 31, 200®a&ad to
$409,856 for the three months ended January 3T. Z0@ increase of $606,902 was primarily attribleéao
increases in consulting fees, wages, stock basegeusation and travel related expenses primarigytdihe
acquisition of NewHeights, as well as the strengjihg of the Canadian dollar vis-a-vis the US dollar

Sales and marketing expenses were $Z,683or the nine months ended January 31, 2008 aredfo
$1,164,793 for the nine months ended January 3I7.2The increase of $1,418,968 was primarily laitdble to
increases in consulting fees, wages, stock basegewsation and travel related expenses primariytdihe
acquisition of NewHeights, as well as the strengiting of the Canadian dollar vis-a-vis the US dollar

Research and Development

Research and development expenses fohitbe and nine months ended January 31, 2008QGt\ere as
follows:

January 31, 2008 January 31, 2007 Period-to-Period Change
Percent Percent Percent
of of Increase /
Amount Revenue Amount Revenue Amount (Decrease)
Three months ended $  1,545,63 61% $ 647,66 64% $ 897,96t 139%
Nine months ended $ 3,945,543 63% $ 1,942,508 44% $  2,003,03 103%
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Research and development expenses wggé55630 for the three months ended January 38 26@pared to
$647,664 for the three months ended January 3T,.2B@search and development expenses includingsaawd
benefits, consulting, and stock-based compensatwrased significantly compared to the prior pgpoimarily with
the addition of research and development persamalresult of the acquisition of NewHeights.

Research and development expenses wg¥é55343 for the nine months ended January 31, 266fared to
$1,942,508 for the nine months ended January 3I7.2Research and development expenses includiggsaand
benefits, consulting, and stock-based compensat@aased significantly compared to the prior pgtpoimarily as a
result of the acquisition of NewHeights and theitoldal research and development personnel.

General and Administrative

General and administrative expenseshiethiree and nine months ended January 31, 20080&Ydwere as
follows:

January 31, 2008 January 31, 2007 Period-to-Period Change
Percent Percent Percent
of of Increase /
Amount Revenue Amount Revenue Amount (Decrease)
Three months ended $ 1,589,05! 62% $ 581,44t 58% $ 1,007,600 173%
Nine months ended $ 4,145,223 67% $ 1,806,663 41% $  2,338,56 129%

General and administrative expenseshi®thiree months ended January 31, 2008 were $0&EB68pmpared to
$581,446 for the three months ended January 3%. 20 increase of $1,007,609 in general and adimitiive
expenses was primarily attributable to increasgmisonnel and the associated compensation ofrppeek@nd stock
based compensation due to the acquisition of Neghi®i

General and administrative expenseshienine months ended January 31, 2008 were $4 2316@mpared to
$1,806,663 for the nine months ended January 3I7.2lhe increase of $2,338,560 in general and ddtritive
expenses was primarily attributable to increasgmemsonnel and the associated compensation ofrpek@nd stock
based compensation due to the acquisition of Negltiei

Restructuring Costs

During the nine months ended January 31, 2008ea@rded restructuring costs of $182,107. Restringtu
costs of $182,107 were related to employee severamangements as a result of the consolidati@uwfinistrative,
sales, marketing, and research and developmenttdegss after the close of the NewHeights acqoisitiThere were
no restructuring costs for the three months endedary 31, 2008 or nine months ending January &17.2

Interest and Other | ncome

Interest income for the three months dndnuary 31, 2008 was $87,707 compared to $17p48be three
months ended January 31, 2007 relating to highenage cash balances. Interest expense for therttoeths ended
January 31, 2008 was $1,258 compared to $105, #1fiddhree months ended January 31, 2007 as k oéthe
convertible debentures being converted into equithe prior quarter.

Interest income for the nine months endletliary 31, 2008 was $136,786 compared to $3808fe nine
months ended January 31, 2007. The increase rétalégher average cash balances. Interest expente nine
months ended January 31, 2008 was $689,810 compma$d®1,506 for the nine months ended Januar2®17.
Interest expense during fiscal 2008 includes bathsh interest component of $52,228 and a nonamsponent of
$90,570 relating to the accretion of the discountte convertible debenture and $540,200 relatirthe unaccreted
debt discount on the date of conversion recordexhaslditional interest expense.

Liquidity and Capital Resources
As at January 31, 2008, we had $3,079584sh compared to $1,680,220 at April 30, 208@resenting an
increase of $1,399,364. Our working capital wa2%$4,917 at January 31, 2008 compared to $1,89A68ril 30,

2007, representing an increase of $2,357,336. Guassets increased by $3,824,243, during themaoreghs ended
January 31, 2008, while current liabilities incrediby $1,466,907.
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Operating Activities

Our operating activities resulted in acesh outflow of $4,473,575 for the nine monthdezhJanuary 31, 2008.
This compares with a net cash outflow of $1,943 803he same period last year and representss8@272 increase
in cash outflows from operations compared to teesperiod last year. The net cash outflow from afeg activities
for the nine months ended January 31, 2008 wasapitina result of a net loss of $6,878,875, redeies of $454,624,
and prepaid expenses and deposits of $403,00@t bffsa decrease in accounts payable of $268,468ther non-
cash items such as depreciation and amortizati®240,821, amortization of intangible assets of%582, stock
based compensation of $1,235,514, accretion ofartible debenture discount of $90,570 and a loghen
extinguishment of convertible debentures of $540,20he convertible debentures were convertedshéwes of
common stock on the close of the acquisition of Neights, requiring a write-off of the remaining cbsint at which
the convertible debentures were recorded. Casisffrom operations include the cash flows from Nerghts from
August 2, 2007, the date of acquisition.

Investing Activities

Investing activities resulted in a netftanflow of $2,034,906 for the nine months endmoudry 31, 2008
primarily from cash acquired on acquisition of Nesights, offset by purchases of equipment and arease in other
assets consisting of costs related to the NewHegighmhsaction. This compares with a net cash oufilom investing
activities of $262,472 for the nine months endetlday 31, 2007 which was primarily for purchasesafipment and
deposits. The Company paid $300,000 to Bridgepetidrks as a deposit towards the purchase of ttmpany, as set
out in the Agreement of Merger and plan of Reorzmtion. At January 31, 2008, we did not have anteria
commitments for future capital expenditures.

Financing Activities

Financing activities resulted in a nettcanflow of $3,502,268 for the nine months endaaudry 31, 2008
compared to a net cash inflow of $2,000,858 forsthime period last year.

On August 2, 2007, we announced the otpsf the acquisition of NewHeights. As part of thensaction, our
investors completed an investment of $1.3 millfon,3.25 million shares of common stock at $0.40gb&re, and
entered into subscription agreements to raise ditiadal $4.2 million through the issuance of 1tilion shares of
common stock at $0.40 per share over five mon@rs.September 30, 2007, November 2, 2007, Febry&9dB and
March 2, 2008, $0.5 million, $1.7 million, $1.0 tiwh and $1.0 million, respectively, was invest¢$@.40 per share.

On February 1, 2008, we announced tharadoof the acquisition of FirstHand Technologies. through the
issuance of 29.5 million shares of our common std@hk closing, FirstHand had cash of approxima$&l@ million
and net working capital of approximately $6.4 roifii

We believe that our current working calpénd anticipated proceeds from the investmenpaeof the
NewHeights and First Hand transactions and our ftagls will be sufficient to fund our combined opépns for the
next eighteen monthblowever, our forecast of the period of time throwdtich our financial resources will be
adequate to support our operations is a forwarkihgpstatement that involves risks and uncertasntad actual
results could vary materially. If we are unabledise additional capital when required or on acgtterms, or
achieve cash flow positive operations, we may hawgnificantly delay product development and sdsck
operations both of which may affect our abilitycamntinue as a going concern.

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

Long Term Obligations
On July 10, 2006, we entered into a léaseffice premises, which commenced on Decemb@006 and
expires on September 29, 2011 for which a dep©$i86,785 was made. On April 29, 2005, we entenédl a lease

for office premises, which commenced on Octob&0D5 and expires on September 30, 201&fuch adeposit of
$10,403 was made
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Total rent payable over the term of the agreenfentthe years ended April 30 is as follows:

Office

Lease

2008 $ 182,31
2009 729,27
2010 747,48!
2011 760,49!
2012 442,29t
2013 89,59(
$ 2,95145

Off-Balance Sheet Arrangements
We do not have, and do not have any ptesdans to implement, any off-balance sheet aearents.
New Accounting Pronouncements

In October 2006, the Financial Account8tgndards Board (“FASB”) issued interpretation K, “Accounting
for Uncertainty in Income Taxes-an Interpretatidi=FASB Statement No. 109 (FAS No. 1Q®IN 48"). This
interpretation prescribes a recognition threshaldl measurement attribute for tax positions takeexpected to be
taken in a tax return. This interpretation alsovtes guidance on de-recognition, classificatiotgriest and penalties,
accounting in interim periods, disclosure and fitiors The evaluation of a tax position in accordamwith this
interpretation is a two-step process. In the fitep, recognition, our company determines whettismiore-likely-
than-not that a tax position will be sustained upramination, including resolution of any relatggeals or litigation
processes, based on the technical merits of theqosThe second step addresses measuremenérfpesition that
meets the more-likely-than-not criteria. The tasipon is measured at the largest amount of betieditis greater than
50 percent likely of being realized upon ultimagé&lement. Differences between tax positions takemtax return and
amounts recognized in the financial statementsgeitierally result in a) an increase in a liabildy income taxes
payable or a reduction of an income tax refundivetde, b) a reduction in a deferred tax assendnerease in a
deferred tax liability or c) both a and b. Tax piasis that previously failed to meet the more-lkian-not
recognition threshold should be recognized in ttst $ubsequent financial reporting period in whiht threshold is
met. Previously recognized tax positions that mgé&r meet the more-likely-than-not recognition shiedd should be
de-recognized in the first subsequent financiabrépg period in which that threshold is no longest. Use of a
valuation allowance as described in FAS No. 10%isan appropriate substitute for the de-recogmitiba tax position.
The requirement to assess the need for a valualiimwance for deferred tax assets based on suffigief future
taxable income is unchanged by this interpretafltnis interpretation is effective for fiscal yedmsginning after
December 15, 2006. The cumulative effect of adgpEiN 48 of $72,413 was recorded as a reductigetaned
earnings. The total amount of unrecognized tax fiterees of the date of adoption was $245,362. @famount,
$245,362 represents the amount that would reduceffective income tax rate, if recognized in fityreriods. We
recognize interest and penalties accrued on unnéedytax benefits within income tax expense. Adasfuary 31,
2008, we had $117,750 of interest and penaltiesiadcassociated with unrecognized tax benefitsaWeubject to
taxation in the U.S. and Canada. We are subjdetxtexaminations by tax authorities for all taxatiears
commencing in or after 2002. As of January 31, 26808 amount of unrecognized tax benefits had aszd by
$86,794.

In September 2006, FASB issued Statement of FinhAcicounting Standards No. 157, Fair Value Measearégs.
This standard clarifies the principle that fairn@bkhould be based on the assumptions that maaketipants would
use when pricing an asset or liability. Additiogalt establishes a fair value hierarchy that pties the information
used to develop those assumptions. This standaftkitive for financial statements issued fordisgears beginning
after November 15, 2007. We are currently evalggtire impact of this statement.

In February 2007, the FASB issued FASB Statementll§6, The Fair Value Option for Financial Assetd a
Financial Liabilities — Including an Amendment ocAEB Statement No. 115. This standard permits aityent
choose to measure many financial instruments artdigether items at fair value. This standardfisaive for
financial statements issued for fiscal years begmafter November 15, 2007. We are currently eatihg the impact
of this statement.

RISK FACTORS
Much of the information included in thjsarterly report includes or is based upon estisygjections or other

“forward looking statements”. Such forward lookistatements include any projections or estimateserbgdis and
our management in connection with our businessatipeis. While these forward-looking statements, amgl
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assumptions upon which they are based, are magtmuh faith and reflect our current judgment regagdhe direction
of our business, actual results will almost alwegs/, sometimes materially, from any estimatesdigt®ns,
projections, assumption or other future performauggested herein.

Such estimates, projections or othentBnd looking statements” involve various risks amdertainties as
outlined below. We caution the reader that impdrtactors in some cases have affected and, inutiveef, could
materially affect actual results and cause acegllts to differ materially from the results exesin any such
estimates, projections or other “forward lookingtsments”.

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

Since inception, our company has had thegaash flows from operations. Our business phlls for continued
research and development of our products and eiqraofour market share. We may require additidimaincing to
finance working capital and pay for operating exq@nand capital requirements until we achieve aip®sash flow.
However, there is no assurance that actual caslireegents will not exceed our estimates. In paldiGiadditional
capital may be required in the event that:

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

The occurrence of any of the aforememrtibavents could adversely affect our ability to hoee proposed
business plans.

We depend on a mix of revenues and oceitsighital to pay for the continued developmentwftechnology and
the marketing of our products. Such outside capit@} include the sale of additional stock and/onercial
borrowing. There can be no assurance that capiltatentinue to be available if necessary to méese continuing
development costs or, if the capital is availatiiaf it will be on terms acceptable to us. Theasse of additional
equity securities by us would result in a dilutippssibly a significant dilution, in the equityénésts of our current
stockholders. Obtaining commercial loans, assurtioge loans would be available, will increase @bilities and
future cash commitments.

If we are unable to obtain financinglie mounts and on terms deemed acceptable torusysiness and
future success may be adversely affected and salsstantial doubt on our ability to continue a®g 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 comnstock could result in a reduction in the liquiditiyour common
stock and a reduction in our ability to raise calpiBecause our operations have been primarilynfied through the
sale of equity securities, a decline in the pritews common stock could be especially detrimetatalur 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 dfisignt negative effect on our business plans gretations,
including our ability to develop new products amahitnue our current operations. If our stock pdeelines, there can
be no assurance that we can raise additional tapitgenerate funds from operations sufficient &etrour obligations.

The majority of our directors and officers are loea outside the United States, with the result ithaiay be
difficult for investors to enforce within the UrdtStates any judgments obtained against us or sémer directors or
officers.

The majority of our directors and offiserre nationals and/or residents of countries dttzer the United States,
and all or a substantial portion of such persossi are located outside the United States. Asudtrit may be
difficult for investors to enforce within the UniteStates any judgments obtained against us orfticers or directors,
including judgments predicated upon the civil lidpiprovisions of the securities laws of the Unit8tates or any state
thereof. Consequently, investors may be effectipegrented from pursuing remedies under UniteceSttderal
securities laws against some of our directors fices.

We could lose our competitive advantages if wenateable to protect any proprietary technology and
intellectual property rights against infringemeantd any related litigation could be time-consurmamgl costly.
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Our success and ability to compete depémd significant degree on our proprietary tetdgyincorporated in
our software. Other than registering the domainesmmww.counterpath.com and www.xten.com, amongreth
applying to register the trademarks eyeBBmnd Brid", among others, and filing one patent on a profeess
configuring audio and video devices with a softplome have not taken any action to protect ournetary
technology. If any of our competitors’ copies dnanwise gains access to our proprietary technatoglevelops
similar technologies independently, we would noabke to compete as effectively. We also considefamily of
registered and unregistered trademarks includingh@oPath, Bria, eyeBeam, X-Pro, X-Lite, X-Web, ¥rihels, X-
Look, X-Cipher and X.Net, invaluable to our abiltty continue to develop and maintain the goodwitl aecognition
associated with our brand. The measures we tabetect the proprietary technology software, arpintellectual
property rights, which presently are based upoorahination of copyright, trade secret and tradentanls, may not
be adequate to prevent their unauthorized useh&uthe laws of foreign countries may provide eahte protection
of such intellectual property rights.

We may need to bring legal claims to ecdmr protect such intellectual property rightayAitigation, whether
successful or unsuccessful, could result in sulisiarosts and diversions of resources. In additmtwithstanding
any rights we have secured in our intellectual prop other persons may bring claims against usvieehave
infringed on their intellectual property rightscinding claims based upon the content we licermm third parties or
claims that our intellectual property right inteégeare not valid. Any claims against us, with othout merit, could be
time consuming and costly to defend or litigateedi our attention and resources, result in the édggoodwill
associated with our service marks or require usdake changes to our website or other of our teciyies.

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

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

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

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

We expect that a substantial portionwffature revenue will be derived from the sal@of software products.
We expect that these product offerings and thegrestons and derivatives will account for a mayoaitir 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 softp@ducts as a
result of competition, technological change, oreottise, would significantly harm our business. @uure financial
performance will depend primarily on the continuearket acceptance of our current software prodffietings and
that

on the development, introduction and market acoegtaf any future enhancements. There can be noaass
we will be successful in marketing our current preicbfferings or any new product offerings, appiimas or

enhancements, and any failure to do so would $ogmifly harm our business.

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

Management is aware of similar produdtictv compete directly with our products and somthefcompanies
developing these similar products are larger atébnanced than us and may develop productsrgrge those of
our company. Such competition will potentially affeur chances of achieving profitability and ulitely 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 exigfistockholders.
We are authorized to issue 415,384,5@@eshof common stock and 100,000,000 shares ddrnpeef stock. Our

board of directors has the authority to issue #mithi shares of common stock up to the authorizgital stated in the
certificate of incorporation. Our board of direct@nay choose to issue some or all of such shasgre one or
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more businesses or to provide additional finanairthe future. The issuance of any such sharesregilt in a
reduction of the book value or market price of thiestanding shares of our common stock. If we godsany such
additional shares, such issuance will cause a tieduia the proportionate ownership and voting powfeall other
stockholders. Further, any such issuance may riesalthange of control of our corporation.

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

The SEC has adopted regulations whicteiggly define “penny stock” to be any equity segutiat has a
market price (as defined) less than $5.00 per shra@e exercise price of less than $5.00 per skatgect to certain
exceptions. Our securities are covered by the pstotgk rules, which impose additional sales praatagjuirements on
broker-dealers who sell to persons other than ksitelol customers and “accredited investors”. The teccredited
investor” refers generally to institutions with esssin 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 @elav standardized
risk disclosure document in a form prepared bySRE€ which provides information about penny stoaid the nature
and level of risks in the penny stock market. Thakbr-dealer also must provide the customer withesu bid and
offer quotations for the penny stock, the compeasaif the broker-dealer and its salesperson irtréresaction and
monthly account statements showing the market vafleéach penny stock held in the customer's accdimet bid and
offer quotations, and the broker-dealer and satespecompensation information, must be given toctretomer orally
or in writing prior to effecting the transactioncdamust be given to the customer in writing befarevith the
customer's confirmation.

In addition, the “penny stock” rules r@guthat prior to a transaction in a penny stockatberwise exempt from
these rules, the broker-dealer must make a speditén determination that the penny stock is @adlé investment
for the purchaser and receive the purchaser'sawritgreement to the transaction. These disclosgrérements may
have the effect of reducing the level of tradintvaty in the secondary market for the stock tisasubject to these
penny stock rules. Consequently, these penny stdek may affect the ability of broker-dealersramie our securities.
We believe that the penny stock rules discouragesior interest in and limit the marketability afracommon stock.

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

In addition to the "penny stock" rulesciébed above, the FINRA has adopted rules thatirethat in
recommending an investment to a customer, a brd&aler must have reasonable grounds for beliehiagthe
investment is suitable for that customer. Priorsmommending speculative low priced securitieh&rton-
institutional customers, broker-dealers must malsonable efforts to obtain information about thst@mer's
financial status, tax status, investment objectaras 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 thatitleeistomers
buy our common stock, which may limit your abilitybuy and sell our stock and have an adverseteaffethe market
for its shares.

Item 3(A)T. Controls and Procedures

As required by Rule 13a-15 under the Exgje Act, we have carried out an evaluation offfectiveness of
the design and operation of our company’s disclsontrols and procedures as of the end of thegeovered by
this quarterly report, being January 31, 2008. Baluation was carried out under the supervisiahwith the
participation of our company’s management, inclgdimr company’s chief executive officer and chierfficial
officer. Based upon that evaluation, our companchigf executive officer and chief financial officemncluded that
our company’s disclosure controls and proceduresiective 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 materiallgetd, or are reasonably likely to materially aff@ar internal controls
over financial reporting.

Disclosure controls and procedures angrots and other procedures that are designedsorerthat information
required to be disclosed in our company’s repales or submitted under the Exchange Act is recrgeeocessed,
summarized and reported, within the time periodsied in the SEC's rules and forms. Disclosuretoals and
procedures include, without limitation, controlslgsrocedures designed to ensure that informatiguired to be
disclosed in our company’s reports filed underBExehange Act is accumulated and communicated t@agemnent,
including our company’s president as appropriateliow timely decisions regarding required disales
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PART Il - OTHER INFORMATION
Item 1. Legal Proceedings.

Except as set out below, we know of noemal, active, or pending legal proceeding agammstcompany, nor
are we involved as a plaintiff in any material preding or pending litigation where such claimsciroa involves
damages for a value of more than 10% of our asset January 31, 2008 or any proceeding in whighcd our
company's directors, officers, or affiliates, oy aagistered or beneficial shareholders, is an @gvparty or has a
material interest advance to our company's interest

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

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

On February 2, 2008 we issued 2,500,000 sharesrafamnmon stock to Wesley Clover Corporation atiegpof
$0.40 per share for proceeds of $1,000,000 in decae with the terms of a subscription agreemeeddiune 15,
2007. The 3,750,000 shares of common stock of oangany were issued in reliance upon Rule 506 ofiR¢&ign D
and/or Section 4(2) of the Securities Act of 1933.

On March 3, 2008 we issued 2,500,000 shares of@umon stock to Wesley Clover Corporation at agoft
$0.40 per share for proceeds of $1,000,000 in decwe with the terms of a subscription agreemeteddiune 15,
2007. The 3,750,000 shares of common stock of oungany were issued in reliance upon Rule 506 ofiRé¢ign D
and/or Section 4(2) of the Securities Act of 1933.

On March 12, 2008, we granted stock optiorntsventy three employees to purchase an aggregdt©8,227
shares of our common stock at an exercise pri§® &7 per share, exercisable for a period of fiwary pursuant to
our 2005 Amended and Restated Stock Option Pléwe. options are subject to vesting provisions afostt in the
stock option agreements dated March 12, 2008. sélesd the stock options three non-U.S. persortbdaterm is
defined in Regulation S of the Securities Act 0839 in an offshore transaction relying on Regolats and/or
Section 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.

None.
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Item 6. Exhibits.

Exhibits Required by Item 601 of Regulation S-B

(©)
3.1

3.2

3.3

3.4

3.5
3.6

3.7

(4)
41

4.2

4.3

4.4

4.5

4.6

(10)

10.1

10.2

10.3

10.4

10.5

Articles of Incorporation and By-laws

Articles of Incorporation (incorporated by refererfom our Registration Statement on Form SB-2ifda July

16, 2003).
Bylaws (incorporated by reference from our Regt&imraStatement on Form SB-2 filed on July 16, 2003)

Amended Bylaws (incorporated by reference fromRegistration Statement on Form SB-2/A filed on
September 3, 2003

Articles of Merger (incorporated by reference froor Current Report on Form 8-K filed on Septemier 1
2005).

Amended Bylaws (incorporated by reference from@urmrent Report on Form 8-K filed on April 28, 2006)
Certificate of Amendment to the Articles of Incoration, dated August 9, 200

Certificate of Designation, dated August 9, 2007.

Instruments defining the rights of security holders including indentures

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

Form of Stock Option Agreement for 2004 Stock Opfdan (incorporated by reference from our
Registration Statement on Forr-8 filed on June 14, 200%

2005 Stock Option Plan effective March 4, 2005dnporated by reference from our Registration Stateém
on Form &8 filed on June 14, 200%

Form of Stock Option Agreement for 2005 Stock Opfdan (incorporated by reference from our
Registration Statement on Forr-8 filed on June 14, 200%

Form of Amended & Restated Stock Option and Supgori Agreement (Canadian) (incorporated by
reference from our Current Report on Form 8-K fiaa October 14, 2005).

Form of Amended & Restated Stock Option and Supsori Agreement (US) (incorporated by reference
from our Current Report on Form 8-K filed On Octolid, 2005).

Material Contracts

Domain Name Assignment Agreement, dated May 2, 208@8veen Broad Scope Enterprises, Inc. and Hon
Kit Ng (incorporated by reference from our Registra Statement on Form SB-2 filed on July 16, 2003)

Subscription Agreement, dated April 20, 2003, befwBroad Scope Enterprises Inc. and Hon Kit Ng
(incorporated by reference from our Registraticat&hent on Form -2 filed on July 16, 2003

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

Subscription Agreement, dated May 2, 2003, betvBread Scope Enterprises Inc. and Simon Au
(incorporated by reference from our Registraticat&hent on Form -2 filed on July 16, 2003

Form of Subscription Agreement between Broad S&ogerprises Inc. and various private placementggsc
(incorporated by reference from our RegistraticetShent on Form &-2 filed on July 16, 2003
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10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

Agreement and Plan of Merger among Broad Scoperjrges Inc., Xten Networks, Inc., Broad Scope
Acquisition Corp. and Mark Bruk (incorporated byerence from our Current Report on Form 8-K filed o
May 10, 2004).

Agreement and Plan of Merger between Broad Scoperfises Inc. and Xten Networks, Inc. (incorpadate
by reference from our Current Report on Foi-K filed on May 10, 2004

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 Féxn
filed on May 102004)

Debt Settlement and Subscription Agreement dated A9, 2005 between Xten Networks, Inc. and Steven
Bruk (incorporated by reference from our Annual &épn Form 1-KSB filed on July 29, 200t

Employment Agreement dated June 16, 2005 betweem Xétworks R&D Inc. and Larry Timlick
(incorporated by reference from our Annual ReparForm 1(-KSB filed on July 29, 200

Settlement Agreement and Release dated June 29 h2d@een Xtend Communications Corp. and Xten
Networks, Inc. (incorporated by reference from Annual Report on Form -KSB filed on July 29, 2005).

Form of Amendment to Stock Option and Subscripfigneement (incorporated by reference from our
Current Report on Form-K filed on July 17, 2006

Form of Stock Option and Subscription Agreementfd8. Persons (incorporated by reference from our
Current Report on Form 8-K filed on July 17, 2006).

Form 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).

Employment Agreement between CounterPath Solutlaosand Jason Fischl dated August 29, 2005
(incorporated by reference from our Annual ReparForm 10-KSB filed on July 31, 2006).

Employment Agreement between CounterPath Solutlossand Donovan Jones dated June 1, 2005
(incorporated by reference from our Annual ReparForm 10-KSB filed on July 31, 2006).

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

Form of Subscription Agreement dated November 8062between our company and various investors
(incorporated by reference from our Current ReporEorm 8-K filed on December 7, 2006).

Form of Subscription Agreement dated November 8062between our company and KMB Trac Two
Holdings Ltd (ncorporated by reference from our Current Repoffamm &K filed on December 7, 2001

Form of Convertible Note dated November 30, 2086diporated by reference from our Current Report on
Form &K filed on December 7, 200!

Form of Warrant Certificate dated November 30, 2(06orporated by reference from our Current Repaort
Form &K filed on December 7, 200!

Amended Employment Agreement between Donovan Jam@€ounterPath Solutions R&D Inc., a wholly
owned subsidiary of CounterPath Solutions, Incedaanuary 1, 2007 (incorporated by reference from
Quarterly Report on Form -QSB filed on March 9, 200

Employment Agreement between Mark Bruk and CoumtiérBolutions R&D Inc., a wholly owned
subsidiary of CounterPath Solutions, Inc. dateddd&, 2007 (incorporated by reference from our @uigr
Report on Form 10-QSB filed on March 9, 2007).

Arrangement Agreement among CounterPath Solutlans, 6789722 Canada Inc., a wholly owned
subsidiary of CounterPath Solutions, Inc. and Nelights Software Corporation dated as of June 157200
(incorporated by reference from our Current Reparform 8K filed on June 18, 2007)
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10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

10.41

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

Subscription Agreement between CounterPath Solsitioe and Wesley Clover dated as of June 15, 2007
(incorporated by reference from our Current ReporEorm 8K filed on June 18, 20C

Amended Employment Agreement between Mark Bruk@odhterPath Solutions R&D Inc., a wholly own
subsidiary of CounterPath Solutions, Inc. dategt 24| 2007

Exchangeable Share Support Agreement between CGBartiieSolutions, Inc. and 6789722 Canada Inc., a
wholly owned subsidiary of CounterPath Solutioms.. Idated as of August 2, 2007 (incorporated bgresfce
from our Current Report on Forn-K filed on August 8, 2007)

Voting and Exchange Trust Agreement among CounterBalutions, Inc., 6789722 Canada Inc., a wholly
owned subsidiary of CounterPath Solutions, Inc.\dalant Trust Company dated as of August 2, 2007
(incorporated by reference from our Current Reparform 8-K filed on August 8, 2007).

Piggyback Registrations Rights Agreement amongcompany and various shareholders, dated as of Augus
2, 200" (incorporated by reference from our Current ReparForm ¢K filed on August 8, 2007

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

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

Loan Conversion Agreement dated August 2, 200Wémt our company and various investors (incorpdrate
by reference from our Current Report on ForK filed on August 8, 2007

Form of Stock Option and Subscription Agreemenédaugust 2, 2007, between our company and each of
the former optionees of NewHeights Software Corpongincorporated by reference from our Current Re
on Form K filed on August 8, 2007

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

Employment Agreement between Greg Pelling and GoBath Solutions R&D Inc., a wholly owned
subsidiary of CounterPath Solutions, Inc. dated&eper 13, 2007 our Quarterly Report on Form 10-QSB
filed on September 14, 2007).

Amended Employment Agreement between Donovan Jam&€ounterPath Solutions R&D Inc., a wholly
owned subsidiary of CounterPath Solutions, Incedi&eptember 13, 2007 (incorporated by referemee fr
our Quarterly Report on Form 10-QSB filed on Sefiteni4, 2007).

Employment Agreement between Mark Bruk and CoustitrEorporation dated December 13, 2007
(incorporated by reference from our Quarterly ReparForm 10-QSB filed on December 17, 2007).

Share Exchange Agreement dated January @8,8fong CounterPath Corporation, Firsthand Teciyies
Inc. and certain shareholders of Firsthand Teclgiedolnc. (incorporated by reference from our Quirre
Report on Form 8-K filed on January 29, 2008)

Escrow Agreement dated February 1, 2008 arfGongterPath Corporation, FirstHand Technologies dnd
certain shareholders of FirstHand Technologies(incorporated by reference from our Current Repaort
Form 8-K filed on February 5, 2008)

Agreement of Merger and Plan of Reorganinadited February 1, 2008 among our company, Cdeiatier
Acquisition Corp., Bridgeport Networks, Inc. andteé shareholders of Bridgeport Networks, Inc.
(incorporated by reference from our Current Reparform &K filed on February 5, 200
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(1)

@1
31.1*
31.2*
(32)
32.1*

32.2*

Subsidiaries of CounterPath Corporation.

CounterPath Technologies Inc. (amalgamated unédBtitish Columbia Business Corporations Act)
FirstHand Technologies Inc. (incorporated under@héario Business Corporations Act)

Bridgeport Networks, Inc. (a Delaware corporation)

6789722 Canada Inc. (incorporated under the Candliainess Corporations Ac

Section 302 Certification

Section 302 Certification of Chief Executive Offic

Section 302 Certification of Chief Financial Office

Section 906 Certification

Section 906 Certification of Chief Executive Office

Section 906 Certification of Chief Financial Office
filed herewith
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SIGNATURES

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

COUNTERPATH CORPORATION

By: [s/Greqg Pelling
Greg Pelling

Chief Executive Officer & Directo
(Principal Executive Officer)
Date: March 14, 2008

By: /s/David Karp
David Karp

Chief Financial Officer, Secretary & Treasurer
(Principal Financial Officer and Principal Acating Officer)
Date:March 14 200¢
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