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Unaudited Interim Financial Statements

In accordance with National Instrument 51-102 released by the Canadian Securities Administrators, the
Corporation discloses that its auditors, KPMG LLP, have not reviewed the unaudited financial statements as at and
for the three and nine month periods ended July 31, 2008 and 2007.

Notice to the Reader of the Interim Financial State  ments

The interim financial statements of Labrador Technologies Inc., consisting of the interim balance sheet, the interim
statement of operations and deficit, and the interim statement of cash flows for the nine month period ended July
31, 2008 are the responsibility of the Corporation’s management.

The interim financial statements have been prepared by management and include the appropriate accounting
principles, judgments and estimates necessary to prepare these interim financial statements in accordance with
Canadian generally accepted accounting principles. In addition, these interim financial statements have been
reviewed and have been approved by the Corporation’s Audit Committee and Board of Directors.

H. Ronald Sterne Jeffrey Howe
President & Chief Executive Officer Chief Financial Officer
Labrador Technologies Inc. Labrador Technologies Inc.

September 24, 2008



LABRADOR TECHNOLOGIES INC.

Balance Sheets

(Unaudited)
July 31 October 31
2008 2007
Assets
Current assets:
Cash and cash equivalents $ 391,444 $ 163,767
Accounts receivable 19,307 20,919
Prepaid expenses 7,352 7,352
418,103 192,038
Property and equipment 25,879 34,462
$ 443,982 $ 226,500
Liabilities and Shareholders’ Equity
Current liabilities:
Accounts payable and accrued liabilities $ 22,289 $ 75,467
Deferred revenue 5,000 -
27,289 75,467
Shareholders' equity:
Common shares (note 3) 7,823,856 6,840,197
Share purchase warrants (note 3) 135,466 93,636
Contributed surplus (note 3) 560,977 554,083
Deficit (8,103,606) (7,336,883)
416,693 151,033
Going concern (note 1)
$ 443,982 $ 226,500
See accompanying notes to financial statements.
On behalf of the Board:
“signed” “signed”
H. Ronald Sterne George Wilson

Director Director



LABRADOR TECHNOLOGIES INC.

Statements of Operations and Deficit
(Unaudited)

Three months ended

Nine months ended

July 31 July 31 July 31 July 31
2008 2007 2008 2007
Expenses:
General and administrative 123,189 149,065 309,081 432,209
Computer and related costs 83,062 87,661 248,914 211,468
Sales and marketing 62,792 27,654 190,115 61,993
Stock-based compensation (note 3) 3,892 57,607 9,594 190,037
Amortization 3,200 3,126 9,602 9,378
Interest (325) (4,064) (583) (4,069)
275,810 321,049 766,723 901,016
Net loss and comrehensive loss (275,810) (321,049) (766,723) (901,016)
Deficit, at beginning of period (7,827,796) (6,654,211) (7,336,883) (6,074,244)
Deficit, at end of period (8,103,606) (6,975,260) (8,103,606) (6,975,260)
Net loss per share:
Basic and diluted $ (0.01) (0.02) (0.03) (0.04)

See accompanying notes to financial statements.



LABRADOR TECHNOLOGIES INC.

Statements of Cash Flows
(Unaudited)

Three months ended

Nine months ended

July 31 July 31 July 31 July 31
2008 2007 2008 2007
Cash provided by (used in):
Operating activities:
Net loss (275,810) $ (321,049) $ (766,723) $ (901,016)
Items not involving cash:
Stock-based compensation 3,892 57,607 9,594 190,037
Amortization 3,200 3,126 9,602 9,378
Shares for services performed 5,165 — 17,989 6,000
(263,553) (260,316) (729,538) (695,601)
Changes in non-cash working capital (note 4) (11,238) (18,311) (46,566) (12,672)
(274,791) (278,627) (776,104) (708,273)
Investing activities:
Property and equipment purchases — (2,477) (1,019 (2,477)
Financing activities:
Proceeds from exercise of options 4,800 — 4,800 13,200
Proceeds from sale of shares and warrants
(note 1) 150,000 148,300 1,000,000 361,600
Proceeds from exercise of warrants — — — 400,000
154,800 148,300 1,004,800 774,800
Net increase (decrease) in cash and
cash equivalents (119,991) (131,804) 227,677 65,050
Cash and cash equivalents, beginning of period 511,435 544,390 163,767 347,536
Cash and cash equivalents, end of period 391444 $ 412586 $ 391,444 $ 412,586
Cash and cash equivalents consist of:
Cash 41,444 112,586 41,444 112,586
Short-term deposits 350,000 300,000 350,000 300,000
391,444 412,586 $ 391,444 412,586

See accompanying notes to financial statements.



LABRADOR TECHNOLOGIES INC.

Notes to Financial Statements
(Unaudited)

As at and for the three and nine months ended July 31, 2008 and 2007

Labrador Technologies Inc. (the "Corporation") is engaged in the research and development, and marketing of
data retrieval technology for customers.

1. Going concern:

These financial statements have been prepared on the basis of accounting principles applicable to a
going concern, which assume that the Corporation will continue in operation for the foreseeable future
and will be able to realize its assets and discharge its obligations in the normal course of operations.

The Corporation’s ability to maintain its current level of operations is dependent on its ability to generate
sufficient cash to fund its strategic business plan. To date, the Corporation has no ongoing source of
revenue. At July 31, 2008, the Corporation had cash of $391,444 and no long-term debt. During the nine
month period ended July 31, 2008, the Corporation incurred a net loss of $766,723 and utilized funds
from operations totaling $776,104. The Corporation announced a new private placement on May 26,
2008 for between 2,000,000 and 6,000,000 units at $0.25 per unit which closed on July 25, 2008. Each
unit consists of one common share and one half common share purchase warrant. Each whole purchase
warrant entitles the holder to purchase one common share of the Corporation at $0.45 per share and
expires one year from the closing date of the private placement. As at July 31, 2008, the Corporation had
received $150,000 in proceeds through the issuance of 600,000 units. Together with the private
placement of February 25, 2008, which closed on May 26, 2008, total proceeds of $1,000,000 were
raised for 4,000,000 units.

While management believes that the Corporation will have sufficient cash to discharge its obligations in
the normal course of operations for the foreseeable future, future operations will continue to be
dependent upon the raising of sufficient capital and the development and marketing of the Corporation’s
data retrieval technology and the corresponding generation of future cash flows. Management believes
the going concern assumption is appropriate for these financial statements. If the going concern
assumption were not appropriate for these financial statements, adjustments would be necessary to the
carrying value of assets and liabilities, reported revenues and expenses and the balance sheet
classifications used.

2. Significant accounting policies:

The financial statements of the Corporation have been prepared by management in accordance with
Canadian generally accepted accounting principles. In the preparation of these financial statements,
management has made estimates and assumptions that affect the recorded amounts of certain of the
Corporation’s assets, liabilities, and expenses and the disclosure of contingent assets and liabilities.
Significant areas requiring the use of management estimates include valuation of stock based
compensation and share purchase warrants. However, actual results could differ from the estimates
made.



The unaudited interim financial statements do not include all of the disclosure normally provided in
annual financial statements and accordingly they should be read in conjunction with the audited financial
statements, including the notes thereto, as at and for the year ended October 31, 2007. The unaudited
interim financial statements follow the same significant accounting policies and methods of application as
the most recent audited financial statements of the Corporation as at and for the year ended October 31,
2007, except as noted below.

As of November 1, 2007, the Corporation has adopted CICA Handbook Section 1535, “Capital
Disclosures”, Section 3862, “Financial Instruments — Disclosures” and Section 3863, “Financial
Instruments — Presentation”. The new standards have been adopted on a prospective basis with no
restatement of prior periods. Section 1535 requires additional disclosures regarding the Corporation’s
capital management (note 6), while Section 3862 addresses financial instruments and the nature, extent
and management of risks arising from financial instruments to which the Corporation may be exposed
(note 5). The adoption of Section 3863 had no effect on the presentation of the Corporation’s financial
instruments.

Share capital:

(a) Authorized:
Unlimited preferred shares, none of which were issued at July 31, 2008, Series A and Series B; and
Unlimited common shares.

(b) Common shares issued:

Nine months ended Year ended
July 31, 2008 October 31, 2007
Number of Number of

Common shares shares Amount shares Amount

Balance, beginning of period 20,808,872 $ 6,840,197 17,863,347 $ 6,141,283

Sale of units 4,000,000 958,170 803,556 267,964

Exercise of warrants — — 2,000,000 402,650

Shares for services performed 87,165 17,989 31,969 10,319

Exercise of options 40,000 4,800 110,000 13,200
Transfer from contributed surplus

on exercise of stock options — 2,700 — 4,781

Balance, end of period 24,936,037 $ 7,823,856 20,808,872 $ 6,840,197

The Corporation announced a private placement on February 25, 2008 for between 2,000,000 and
6,000,000 units at $0.25 per unit which closed date of May 26, 2008. Each unit consists of one common
share and one half common share purchase warrant. Each whole purchase warrant entitles the holder to
purchase one common share of the Corporation at $0.45 per share and expires one year from the closing
date of the private placement. As at July 31, 2008, the Corporation had received $850,000 in proceeds
and had issued 3,400,000 units. Of the proceeds raised, $809,000 was allocated to common share
capital and $41,000 was allocated to share purchase warrants.

The Corporation announced a new private placement on May 26, 2008 for between 2,000,000 and
6,000,000 units at $0.25 per unit with a closing date of July 25, 2008. Each unit consists of one common
share and one half common share purchase warrant. Each whole purchase warrant entitles the holder to
purchase one common share of the Corporation at $0.45 per share and expires one year from the closing
date of the private placement. As at July 31, 2008, the Corporation had received $150,000 in proceeds



through the issuance of 600,000 units. Of the proceeds raised, $830 was allocated to share purchase
warrants.

(c) Share purchase warrants issued:

July 31, 2008 October 31, 2007
Number of Number of
Warrants warrants Amount warrants Amount
Balance, beginning of period 803,555 % 93,636 2,335,785 3% 52,850
Sale of units 2,000,000 41,830 803,556 93,636
Exercise of warrants — — (2,000,000) (2,650)
Expired warrants — — (335,786) (50,200)
Balance, end of period 2,803,555 $ 135,466 803,555 $ 93,636

(d) Stock option plan:

The Corporation has a stock option plan for its directors, officers, consultants and employees. Details of
the stock options outstanding and exercisable under this plan were as follows:

Weighted average

Number Exercise price exercise price

Outstanding at October 31, 2007 1,620,000 $ 0.12-0.50 $ 0.46
Granted 260,000 $ 0.35- 0.50 0.47
Forfeited (565,000) $ 0.43-0.50 0.50
Exercised (40,000) 0.12 0.12
Outstanding at July 31, 2008 1,275,000 $ 0.12 —0.50 $ 0.45
Weighted

average

Number remaining
of  contractual

Exercise price Options __life (months)
$ 0.35 100,000 32
0.43 765,000 12
0.50 200,000 5
0.50 50,000 7
0.50 160,000 30
Stock options outstanding at July 31, 2008 1,275,000 15

Exercisable at July 31, 2008 1,065,000 11




(e) Stock-based compensation:

During the nine month period ended July 31, 2008, 260,000 (2007 — 820,000) stock options were granted
to employees, officers, consultants and directors of the Corporation. Of the 260,000 stock options
granted, 50,000 stock options vested immediately, 130,000 stock options vest within 12 months and
the remaining 80,000 vest within 24 months. The fair value of stock options granted was estimated
using the Black-Scholes option-pricing model with the following assumptions:

Issued in the Issued in the

nine month period ended year ended

Jul 31 Oct 31

2008 2007

Dividend yield 0% 0%

Expected volatility 90% 90%

Risk free rate of return 5% 5%

Expected option life 3 years 3 years

Weighted average option fair value $ 0.45 $ 0.50
(f) Contributed surplus:

Jul 31, 2008 Oct 31, 2007

Beginning of period $ 554,083 $ 266,838

Stock-based compensation 9,594 241,826

Expired warrants — 50,200

Exercise of options (2,700) (4,781)

End of period $ 560,977 $ 554,083

(g) Per share amounts:

The weighted average number of common shares outstanding during the nine month period ended July
31, 2008 was 22,131,712 (2007 — 19,476,479).

There was no dilutive effect of options and warrants for the nine month periods ended July 31, 2008 and
2007.

Supplemental cash flow disclosure:

Changes in non-cash working capital are as follows:

3 months ended 9 months ended
July 31 July 31
2008 2008
Accounts receivable $ (11,027) $1,612
Accounts payable and accrued liabilities (211) (48,178)

$ (11,238) (46,566)




Financial Instruments and Financial Risk Managem  ent

As at July 31, 2008, the carrying value of cash and cash equivalents, accounts receivable and accounts
payable and accrued liabilities approximate their fair value due to the relatively short periods to maturity
of these instruments.

Capital Management

The Corporation’s objectives when managing capital are to safeguard the Corporation’s ability to
continue as a going concern so that it can continue to provide returns for shareholders and other
stakeholders, to maintain an optimal structure to reduce the cost of capital and to facilitate the growth
strategy of the Corporation.

The Corporation monitors its capital management through analysis of near-term and mid-term cash flow
expectations to ensure an adequate amount of liquidity and through the monthly review of financial
results and business expectations. The Corporation considers the shareholders’ equity to be the capital
of the Corporation.

Subsequent Events

On September 15, 2008, 252,000 common shares were issued as a finder's fee. This arrangement was
approved by the TSX in conjunction with the Corporation’s private placements.



Corporate Information

For further information on Labrador Technologies
www.labradortechnologies.com.
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