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NOTICE OF NO AUDITOR REVIEW OF INTERIM FINANCIAL STATEMENTS

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a). if an auditor has not performed a review of
the interim financial statements, they must be accompanied by a notice indicating that the financial
statements have not been reviewed by an auditor.

The accompanying unaudited interim financial statements of the company have been prepared by and
are the responsibility of the company’s management. The company’s independent auditor has not
performed a review of these financial statements in accordance with the standards established by the
Canadian Institute of Chartered Accountants for a review of interim financial statements by an entity’s
auditor.



STONEPOINT GLOBAL BRANDS INC.
CONSOLIDATED BALANCE SHEETS
(Expressed in United States dollars)
(Unaudited — Prepared by Management)

June 30, December
2008 31, 2007
ASSETS
Current
Cash 522,789 $ 525,050
Accounts receivable 37,152 243,607
Inventory 129,555 52,003
Prepaid expenses 26,598 92,733
Current portion of notes receivable (Note 4) 248,633 300,245
964,728 1,213.638
Notes receivable (Note 4) - 154,237
Property and equipment (Note 5) 326,057 366,027
1,290,785 $ 1,733,902
LIABILITIES AND SHAREHOLDERS’ EQUITY (DEFICIENCY)
Current liabilities
Accounts payable and accrued liabilities 200,525 % 369,773
Notes payable - short term (Note 7) 536,008 550,805
736,533 920,578
Notes payable - long term (Note 7) 2,130,650 1,455,391
2,867,18: 2,375,969
Shareholders’ equity (deficiency)
Share capital (Note 8) 8,755,670 8,741,301
Confributed surplus 628,512 637,452
Equity component of convertible notes 56,081 39,010
Accumulated other comprehensive loss (68,375) (73.19¢)
Deficit (10,948,284) (2,986,634)
(1,576,938 (642,067)
1,290,785 $ 1,733,902

Nature and continuance of operations (Notfe 1)
Commitments (Note 9)

Contingencies (Note 10)

On behalf of the Board:

Director

Director




The accompanying notes are an integral part of these interim consolidated financial statements.



STONEPOINT GLOBAL BRANDS INC.
CONSOLIDATED BALANCE SHEETS
(Expressed in United States dollars)
(Unaudited — Prepared by Management)

Three Three Six Month Six Month
Month Month Period Period
Period Period Ended June Ended June
Ended June Ended June 30, 30,
30, 30, 2008 2007
2008 2007
REVENUES
Sales $ 758,659 $ 1,849,180 $ 1,333,495 $ 3,664,973
Royalties - 12,777 - 14,914
758,659 1,861,957 1,333,495 3,679,887
COST OF GOODS SOLD (Schedule) (595,937) _(1.110,493) (1,040,090) _ (2,340,628)
GROSS PROFIT 162,722 751,464 293,405 1,339,259
SELLING, GENERAL AND ADMINISTRATIVE
EXPENSES (Schedule) (645,850) _ (1,039,684) (1,398,171) _ (1,749,235)
Income (loss) before other item (483,129) (288,220) (1,104,766) (409,976)
OTHER ITEM
Retroactive raw material price increase (21,050] - (21,050, -
Inventory obsolescence (1,821, - (1,821) -
Gain from write off of historical tfrade - - 162,607 -
payable
balances
Interest income 1,650 - 3,376 -
Income (loss) before income taxes (504,349) (288,220) (961,653) (409.,976)
Income tax expenses - - - -
Income (loss) for the period S (504,349) $ (288,220) S (961,653) $ (409,976)
Basic loss per common share S (0.03 % (0.02) $§ (0.06 $ (0.03
Weighted average number of common shares
outstanding - basic 15,063,531 13,456,262 15,037,923 13,381,119
Weighted average number of common shares
outstanding - diluted N/A N/A N/A N/A




The accompanying notes are an integral part of these consolidated financial statements.



STONEPOINT GLOBAL BRANDS INC.
CONSOLIDATED BALANCE SHEETS
(Expressed in United States dollars)
(Unaudited — Prepared by Management)

Three Three Six Month Six Month
Month Month Period Period
Period Period Ended June Ended June
Ended Ended June 30, 30,
June 30, 30, 2008 2007
2008 2007
COST OF GOODS SOLD
Purchases and other product costs S 523,269 $1,041,685 S 906,262 $2.171,549
Freight 72,668 68,808 133,828 169,079

$ 595,937 $1,110,493  $1,040,090  $2,340,628

SELLING, GENERAL AND ADMINISTRATIVE

EXPENSES
Accretion interest cost S 20,521 $ - S 38,077 $ -
Amortization of equipment 21,392 29,036 42,897 41,352
Amortization of intangible assets - 30,528 - 56,281
Bad debfts - 21 - 650
Consulting 25,267 291,003 91,962 483,659
Design and marketing 18,407 163,254 32,450 307,696
Foreign exchange 252 24,214 (148) 24,407
Insurance - 7,048 - 6,809
Interest paid 85,105 44,270 150,465 73,795
Investor relations - 3.317 - 5,365
Office 61,646 81,171 116,159 130,422
Professional fees 94,790 32,553 172,411 56,477
Regulatory and filing fees 8,785 6,045 17,979 17.946
Rent 20,390 23,474 39,862 41,013
Stock based compensation (Note 8) - 120,612 - 141,120
Telephone - - - -
Travel 34,349 79,186 88,783 131,707
Wages and benefits 254,946 103,952 607,273 230,336

$ 645,850 $1,039,684  $1,398,171 $1,749,235




The accompanying notes are an integral part of these consolidated financial statements.



STONEPOINT GLOBAL BRANDS INC.
CONSOLIDATED BALANCE SHEETS
(Expressed in United States dollars)
(Unaudited — Prepared by Management)

Three Three Six Month Six Month
Month Month Period Period
Period Period Ended June Ended June
Ended Ended 30, 30,

June 30, June 30, 2008 2007
2008 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Loss for the period
Items not affecting cash:
Retroactive raw material price increase
Amortization
Stock based compensation
Accretion interest
Inventory obsolescence
Bad debt
Gain from removal of historical trades
payables

Change in non-cash working capital items:
Accounts receivable
Subscriptions receivable
Inventory
Prepaid expenses
Accounts payable and accrued liabilities

Net cash used in operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Intangible assets
Purchase of equipment
Repayment of notes receivable
Note receivable

Net cash provided by (used in) investing
activities

CASH FLOWS FROM FINANCING ACTIVITIES
Issuance of common shares for cash
Subscriptions received in advance

Proceeds from notes payable
Repayment of notes payable

Net cash provided by financing activities

Foreign exchange effect on cash

Increase (decrease) in cash

S (504,349) $ (288,220) $ (961,652) $ (409,976)

21,051 - 21,051 -
21,449 59,564 42,899 97,633
- 120,612 - 141,120
20,581 - 38,079 -
1,821 - 1,821 -
- 21 650
. - (162,607) -
54,914 276,354 200,892 (495,884)
- 2,078 - 5,047
4,444 262,190 (79.,373) (41,978)
1,790 95,440 65,523 51,308
59,946 (194,165) (10,942) (58,779)
(318,353) 333,874 (843,860) (710,859)
- - - (56,231)
- (94,437) (11,590) (108,787)
169,368 146,096 169,369 146,096
- (6,189) - (68,733)
169,368 45,470 157,779 (87.665)
- 10,071 5,478 23,520
. - 692,119 467,670
- (13,820) - (13,820)
. (3,749) 697,597 477,070
(37,553) (63,964) (13,777) (56,143)

(148,985) 311,631 11,516 (377,587)



Cash, beginning of period 709,327 377,473 525,050 1,066,691

Cash, end of period S 522,789 $ 689,104 S 522,789 $ 689,104

The accompanying notes are an integral part of these consolidated financial statements.



STONEPOINT GLOBAL BRANDS INC.

CONSOLIDATED STATEMENT OF SHAREHOLDERS' EQUITY (DEFICIENCY)
(Expressed in United States dollars)

(Unaudited — Prepared by Management)

Equity
Compone  Accumulate
Number Capital nt of d Other
of Shares Stock Contribute  Convertibl  Comprehen
Issued Amount d e Notes sive Income Deficit Total
Surplus
Balance at
December 31, 2006 13,277,031 $8,520,395 $ 501,633 % - $ (2,129) $(8,170,271) $ 849,628
Private placements - - - - - - -
Exercise of stock - -
options 45,000 4,294 - - 4,294
Bonus shares 10,000 8.306 - - - - 8.306
Exercise of warrants 1,680,000 203,005 - - - - 203,005
Stock-based - -
compensation - 5,301 135,819 - 141,120
Currency translation
adjustment - - - - (71,067) - (71,067)
Convertibility option
of - - 39,010 -
debentures - - 39,010
Loss for the year - - - - - (1,816,363) (1.816,393)
Balance at
December 31, 2007 15,012,031 $8,741,301 $ 637,452 $ 39010 $ (73,196)  $(9.986,634) $ (642,067)
Exercise of stock - 5,429
options 51,500 14,369 (8.940) - -
Exercise of warrants - - - - - - -
Shares issued as
bonus - - -
for note holders - - - - - - -
Stock-based -
compensation - - - - - -
Currency franslation
adjustment - - - - 4,822 - 4,822
Convertibility option
of 17,071 -
debentures - - - - 17,071
Loss for the year - - - - - (961,653) (961,653)
Balance at
June 30, 2008 15,063,531 $8,755,670 $ 628,512 $ 56,081 $ (68,375) % $(1.576,398;

(10,948,287)




The accompanying notes are an integral part of these interim consolidated financial statements
STONEPOINT GLOBAL BRANDS INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in United States dollars)
(Unaudited — Prepared by Management)
JUNE 30, 2008

1. NATURE AND CONTINUANCE OF OPERATIONS

StonePoint Global Brands Inc. (the “Company”) was incorporated under the laws of the Province of
Ontario on January 23, 1997. The Company's currently operates in two business sesgments: (a) the
development, branding and distribution of premium beverage products, and (b) a hospitality guest
room marketing business.

These financial statements have been prepared on a going concern basis which assumes that the
Company will be able to realize its assets and discharge its liabilities in the normal course of business
for the foreseeable future. The Company has incurred significant operating losses, has a
shareholders’ deficiency and its continuing operations are dependent upon its ability to confinue to
raise adequate financing and to commence profitable operations in the future.

These financial statements do not include any adjustments relating to the recoverability and
classification of recorded assets and classification of liabilities that might be necessary should the
Company be unable to continue as a going concern.

December

June 30, 31,

2008 2007

Working capital S 228195 $ 293,060
Deficit (10,948,287) (9.986,634)

2, SIGNIFICANT ACCOUNTING POLICIES
Basis of presentation

These unaudited consolidated financial statements have been prepared by management in U.S.
dollars, unless otherwise stated, in accordance with generally accepted accounting principles in
Canada (“Canadian GAAP") for interim financial statements.

Certain information and note disclosures normally included in the annual consolidated financial
statements prepared in accordance with Canadian GAAP have been condensed or excluded. As
a result, these unaudited interim consolidated financial statements do not contain all disclosures
required for annual financial statements and should be read in conjunction with the Company'’s
audited consolidated financial statements and notes thereto for the year ended December 31,
2007.

All material adjustments which, in the opinion of management, are necessary for fair presentation of
the results of the interim periods have been reflected in these financial statements. The results of



STONEPOINT GLOBAL BRANDSINC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in United States dollars)

(Unaudited — Prepared by Management)

JUNE 30, 2008

operations for the six months ended June 30, 2008 are not necessarily indicative of the results to be
expected for the full year.

These unaudited interim consolidated financial statements are prepared following accounting
policies consistent with the Company’s audited consolidated financial statements and notes thereto
for the year ended December 31, 2007, except for the changes noted under the *Adoption of New
Accounting Policies” section below.

Comparative figures

Certain of the prior year's figures have been reclassified to conform to the current year's
presentation.
Accounting Standards Issued but not yet Adopted

i) Goodwill and Intangible Assets

The CICA Accounting Standards Board (the “AcSB") issued CICA Handbook Section 3064
which replaces Section 3062, Goodwill and Other Intangible Assets, and Section 3450,
Research and Development Costs. The new standard establishes standards for the
recognition, measurement and disclosure of goodwill and intangible assets, including those
developed internally. Af the same time the CICA accounting standards board amended
section 1000, Financial Statement Concepts, to clarify the criteria for recognition of an asset.
Therefore items that no longer meet the definition of an asset are no longer recognized with
assets. The new standard and amended standard are both effective for annual and interim
periods beginning on or after October 1, 2008. The Company is currently evaluating the
impact of these sections on its results of operation and financial position.

i) International Financial Reporting Standards (“IFRS”)

In 2006, Canada’s Accounting Standards Board (AcSB) ratified a strategic plan that will result
in the convergence of Canadian GAAP, as used by public companies, with IFRS over a
transitional period. The AcSB has developed and published a detailed implementation plan,
with a changeover date for fiscal years beginning on or after January 1, 201 1. This initiative is
in its early stages as of the date on these annual consolidated financial statements.
Accordingly, it would be premature to assess the impact of the initiative on the Company at
this time.

3. ADOPTION OF NEW ACCOUNTING POLICIES

Effective January 1, 2007, the Company adopted the following new accounting standardsissued by
the Canadian Institute of Chartered Accountants (“CICA") relating to financial instruments. These
new standards have been adopted on a prospective basis with no restatement to prior period
financial statements.

i) Financial Instruments - Recognition and Measurement (Section 3855)

This standard sets out criteria for the recognition and measurement of financial instruments
for fiscal years beginning on or after October 1, 2006. This standard requires all financial
insfruments within its scope, including derivatives, to be included on a Company’s balance
sheet and measured either at fair value or, in



STONEPOINT GLOBAL BRANDSINC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in United States dollars)

(Unaudited — Prepared by Management)

JUNE 30, 2008

certain circumstances when fair value may not be considered most relevant, at cost or
amortized cost. Changes in fair value are to be recognized in the statements of operations
and comprehensive income.

All financial assets and liabilities are recognized when the entity becomes a party to the
contract creating the item. Assuch, any of the Company’s outstanding financial assets and
liabilities at the effective date of adoption are recognized and measured in accordance
with the new requirements as if these requirements had always been in effect. Any changes
to the fair values of assets and liabilities prior fo January 1, 2007 are recognized by adjusting
opening deficit or opening accumulated other comprehensive income.

All financial instruments are classified into one of the following five categories: held for
frading, held-to-maturity, loans and receivables, available-for-sale financial assets, or other
financial liabilities. Initial and subsequent measurement and recognition of changes in the
value of financial instruments depends on their initial classification.

3. ADOPTION OF NEW ACCOUNTING POLICIES (continued)

ii)

i)

Comprehensive Income (Section 1530)

Comprehensive income is the change in shareholders’ equity during a period from
fransactions and other events from non-owner sources. This standard requires certain gains
and losses that would otherwise be recorded as part of the net earnings to be presented in
“"other comprehensive income” until it is considered appropriate to recognize info net
earnings. This standard requires the presentation of comprehensive income, and its
componentsin a separate financial statement that is displayed with the same prominence
as the other financial statements.

Accordingly, the Company now reports comprehensive income (loss) in the statement of
operations and includes the account "*accumulated other comprehensive income” in the
shareholders’ equity section of the consolidated balance sheet.

Accounting Changes (Section 1506)

The main features of this new standard are (a) voluntary changes in accounting policy are
made only if they result in the financial statements providing reliable and more relevant
information; (b) changes in accounting policy are applied retrospectively unless doing so is
impracticable (as defined in the section); (c) prior period errors are corrected
retrospectively; and (d) new disclosures are required in respect of changes in accounting
policies, changes in accounting estimates and correction of errors.

Effective January 1, 2008, the Company adopted the following new accounting standards issued by
the Canadian Institute of Chartered Accountants (“CICA") relating to financial instruments. These
new standards have been adopted on a prospective basis with no restatement to prior period
financial statements.

i)

Financial Instruments - Disclosure (Section 3862)



STONEPOINT GLOBAL BRANDSINC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in United States dollars)

(Unaudited — Prepared by Management)

JUNE 30, 2008

The standard requires entities to provide disclosures in their financial statements that enable
users to evaluate (a) the significance of financial instruments for the entity's financial position
and performance; and (b) the nature and extent of risks arising from financial instruments to
which the entity is exposed during the period and at the balance sheet date, and how the
entity manages those risks. The principles in this section complement the principles for
recognizing, measuring and presenting financial assets and financial liabilities in Section
3855, Financial Instruments — Recognition and Measurement, Section 3863, Financial
Instruments — Presentation, and Section 3865, Hedges.

Financial Instruments - Presentation (Section 3863)

The standard enhances financial statement users' understanding of the significance of
financial insfruments fo an entity's financial position, performance and cash flows. This
section establishes standards for presentation of financial instruments and non-financial
derivatives. It deals with the classification of financial instruments, from the perspective of the
issuer, between liabilities and equity, the classification of related interest, dividends, losses
and gains, and the circumstances in which financial assets and financial liabilities are offset.

3. ADOPTION OF NEW ACCOUNTING POLICIES (continued)

if)

v)

Inventories (Section 3031)

The standard establishes new standards for the measurement and disclosure of inventories
and provides expanded guidance on the measurement and disclosure requirements for
inventories. Specifically, the new standard requires that inventories be measured at the
lower of cost and net realizable value, and provides more guidance on the determination of
cost and ifs subsequent recognition as expense, including any write-down to net realizable
value. There was no impact to the Company’s financial results from adopting this standard.

Capital Disclosures

The AcSB issued CICA Handbook Section 1535, which establishes standards for disclosing
information about an entity's capital and how it is managed. The new standard is effective
for annual and interim periods beginning on or after October 1, 2007 and requires disclosure
of the Company's objectives, policies, and processes for managing capital; quantitative
data about what the Company regards as capital; whether the Company has complied
with any capital requirements; and, if the Company has not complied, the consequences of
such non-compliance. The new accounting standard covers disclosure only and will have no
effect on the financial results of the Company.

Assessing Going Concern

The CICA accounting standards board amended section 1400 to include requirements for
management to assess and disclose an entity’s ability to continue as a going concern.



STONEPOINT GLOBAL BRANDSINC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in United States dollars)

(Unaudited — Prepared by Management)

JUNE 30, 2008

4, NOTES RECEIVABLE
June 30, 2008 December 31,
2007
Balance, beginning (C$) S 446,987 $ 568,170
Advances - 27,891
Accrued interest - -
Cash repayments (172,525) (129,785)
Non cash repayment inkind (21,194) (40,592)
Write-down to net realizable - (21,053)
vale
Foreign exchange effect (4,635) 49,851
Balance, ending 248,633 454,482
Less current portion (248,633) (300,245)
Balance, long term portion S - $ 154,237
4, NOTES RECEIVABLE (continued)

a) Credit facility promissory notes:

The Company provided a credit facility of up to C$600,000 to a supplier. During fiscal 2006, the
Company advanced $542,547 (C$568,170) through the issuance of promissory notes. Further
advances of $27,638 (C$ 27,891) were made during the year ended December 31, 2007.

All advances are secured by equipment and other collateral held by the supplier and are
repayable on a monthly basis based upon production volumes at the supplier’'s facilities. The
underlying agreements contemplate a term of three years, subject to product volume limits and
otherrequirements, and would be payable on demand in the event of early termination by the
supplier with interest accruing at 10% per annum from time of default. Cash repayments during
the year ended 2007 totalled $129,785 and non-cash repayments included product valued at
$24,529 and the settlement of accounts payable of $16,063. At December 31, 2007, the
Company and the supplier have agreed to an adjusted value of the remaining balance
outstanding of $454,482, resulting in a write-down of $21,053.

During the 6 month ended June 30, 2008, the Company received $172,526 in cash repayments;
no additional advances were made to the supplier. Repayments estimated under the terms of
the credit facility amount to $269,349 for the next twelve months.

Subsequent to June 30, 2008, the Company received $42,196 in cash repayments, and made no
further advances to the supplier.



STONEPOINT GLOBAL BRANDSINC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in United States dollars)

(Unaudited — Prepared by Management)

JUNE 30, 2008

5. PROPERTY AND EQUIPMENT
June 30, 2008 December 31, 2007
Accumulat Net Accumulat Net
Cost ed Book Value Cost ed Book Value
Amortizatio Amortizatio
n n
Equipment S 309,538 $ 80,027 S 229,511 $ 318083 % 56,032 $ 262,051
Furniture 44,544 10,823 33,721 45,488 7.243 38,245
Leasehold 41,758 16,395 25,364 42,645 11,433 31,212
improvements
Software 11,588 2,897 8,691 - - -
Computer 45,945 17,174 28,770 89,489 54,970 34,519

$ 453373 $ 127316 S 324,057 $ 495705 $ 129,678 $ 366,027

6. RELATED PARTY TRANSACTIONS

Included in accounts payable was $2,068 (December 31, 2007 - $21,399) owing to officers and a
consultant of the Company.

All transactions were in the normal course of operations and were recorded at exchange amounts
established and agreed upon between the related parties. Balances due torelated parties reflect

7. NOTES PAYABLE

June 30, 2008 December 31,

2007
$536,008 (C$546,000) notes payable, unsecured,
bearing interest at 12% per annum and due on
August 15, 2009. S 536,008 $ 550,805
$589,020 (C$600,000) notes payable, unsecured,
bearing interest at 12% per annum and due on
March 22, 2010. 589,020 605,280

$191,432 (C$195,000) notes payable, unsecured,
bearing interest at 12% per annum and due on 191,432 196,716
August 31, 2010.



STONEPOINT GLOBAL BRANDSINC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in United States dollars)

(Unaudited — Prepared by Management)

JUNE 30, 2008

$790,269 (C$805,000) notes payable, unsecured,

bearing interest at 10% per annum and due

three years from the date of issuance,

convertible info common shares of the

Company at a price of $1.40 per share, if

converted in the first two years of the term and at

a price of $1.60 per share if converted in the third 790,269 812,084
year of the term ending August 31, 2010.

$355,375 (C$362,000) notes payable, unsecured,

bearing interest at 10% per annum and due

three years from the date of issuance,

convertible infto common shares of the 355,575 -
Company at a price of $0.80 per share.

$390,717 (C$398,000) notes payable, unsecured,

bearing interest at 12% per annum due three

years from date of issuance. 390,717 -
Face value of notes payable issued 2,852,820 2,164,885
Deferred financing costs, net (130,081) (123,835)
Unamortized equity component (56,081) (34,854)
Book value of notes payable 2,666,658 2,006,196
Current portion of notes payable (536,008) (550,805)

Long term portion of notes payable $ 2,130,650 $ 1,455,391

Bonus shares

During the year ended December 31, 2007, the Company issued 10,000 common shares as a bonus
to note holders valued at $8,306 (C$9,700) in completion of a 2006 obligation. The cost associated
with the bonus share issuance was considered a period cost during fiscal 2006.

On the issuance of, convertible debt during fiscal 2007, the value attfributed to the convertible
feature was $39,010 which will be accreted to the related debt with a corresponding charge to
interest over the term of the note.

Schedule of repayments (Note 9 (c)).
8. SHARE CAPITAL

Avuthorized
Unlimited number of votfing common shares.

Unlimited number of preference shares, non-voting, bearing a fixed non-cumulative dividend at a
rate of 7% of the amount paid-up per annum and redeemable at any time at the option of the
Company on payment of the preference redemption price.

Unlimited number of special shares, non-voting, bearing a fixed non-cumulative dividend at arate
of 7% of the amount paid-up per annum, convertible at any time by the holder into one fully paid
common share, redeemable at the option of the Company on payment of the special redemption
price.



STONEPOINT GLOBAL BRANDSINC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in United States dollars)

(Unaudited — Prepared by Management)

JUNE 30, 2008

Issuances

During the year ended December 31, 2007, 1,680,000 warrants at a price of C$0.12 each were
exercised for gross proceeds of $203,005 (C$201,600) and 45,000 stock options at a price of C$0.10
per share were exercised for gross proceeds of $4,294 (C$4,500) (C$26,500). 10,000 bonus shares
valued at $8,306 (C$9,700) were issued in settlement of an obligation to issue notes payable (Note
7).

During the period ended June 30, 2008, there 51,500 stock opfions with a weighted average
exercise price of $0.11 were exercised for proceeds of $5,429. During the period ended June 30,
2008, there were no issuances of share purchase warrants.

Stock options

The Company has a stock option plan (the “Plan”) under which a maximum of 10% of the issued
and outstanding shares of the Company can be reserved for issuance from time to time.
Periodically, directors, officers, key employees and consultants of the Company will be offered
options to purchase common shares under the Plan. The exercise price of the options granted
pursuant fo the Plan may not be less than the price permitted by the TSX Venture Exchange and
have a maximum term of 5 years. Options granted either vest immediately or are subject to certain
vesting requirements as determined by the Board of Directors.

Stock option fransactions are summarized as follows:

June 30, 2008 December 31, 2007
Shares Weighted Shares Weighted
Average Exercise Average
Price Exercise Price
Outstanding, beginning 1,007,500 S 0.37 1,119,500 $ 0.42
Granted - - 318,000 0.56
Exercised 51,500 0.11 45,000 0.10
Forfeited/cancelled 147,500 0.54 385,000 0.67
Outstanding, ending 808,500 S 0.36 1,007,500 $ 0.37

8. SHARE CAPITAL (continued)

The following incentive stock optfions were outstanding as at June 30, 2008:

Number of Shares Exercise Price Expiry Date
10,000 0.65 March 30, 2009

200,000 0.55 June 26, 2009
210,000 0.10 August 2, 2010

144,000 0.12 November 1, 2010



STONEPOINT GLOBAL BRANDSINC.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in United States dollars)

(Unaudited — Prepared by Management)

JUNE 30, 2008

50,000 0.80 December 22, 2008
194,500 0.50 December 22, 2008
808,500

The weighted average life of stock optionsissued and outstanding is 1.36 years (2007 — 1.83 years).
Stock-based compensation

During the year ended December 31, 2007, the Company granted 318,000 (2006 — 639,000) stock
options with a weighted average fair value of C$0.56 (2006 - $0.38) per option. The options vested
on the date of grant. Accordingly, using the Black-Scholes option pricing model, the stock options
were recorded at fair value of $141,120 (2006 - $243,989) in the statement of operations. The
amount was also recorded as contributed surplus on the balance sheet.

The following assumptions were used for the Black-Scholes valuation of stock options granted:

Weighted Weighted

Average Average

2007 2006

Risk-free interest rate 4.43% 4.125%
Expected life of options 2.33 years 1.7 years
Annualized volatility 166.95% 119.69%
Dividend rate 0.00% 0.00%

9. COMMITMENTS

(a)The Company leases premises under operating leases. The future minimum annual lease
payments under operating lease arrangements are as follows:

2008 $ 82,680
2009 82,680
2010 82,680
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(b)Pursuant to the agreements referred to in Note 7, the Company is committed to pay the
following amounts relating fo its hospitality business:

i) Feestotaling C$8,333 per month to a consultant of the Company until September 15, 2008.

i) Feestotaling C$7,080 per month to a former consultant of the Company until September 1,
2008.

i) Bonuscommissions calculated inreference to the operating results of the Nevada subsidiary
in excess of the monthly advances in (i) above.

i) Feesinthe event of a third party sale of the business.

(c) The Company'’s following commitment to repay the issued notes payable is as follows (Note 7):

2009 $ 536,008
2010 2,316,812
$ 2,852,820

10. CONTINGENCIES

A claim against the Company for $40,000 has been filed. The Company believes this claim is without
merit and the outcome cannot be determined at this fime. No provision for this claim has been
made as of June 30, 2008 (2007 — Nil).

11. SEGMENTED INFORMATION

The Company operatesin two business segments being (a) the sale and development of enhanced
beverage productsin various geographic locations, and (b) a hospitality business operating in the
United States.
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Geographic information is as follows:

June 30, June 30,
2008 2007
Sales and royalties during the periods:
Canada (including royalties) S - % 29,136
Japan 1,071,633 2,188,891
United States 261,861 1,461,860
S 1333494 $ 3,679,887
June 30, December
2008 31, 2007
As at the balance sheet date:
Capital assets:
Canada S 302,941 $ 339,345
Japan - -
United States 23,116 26,682
S 326,057 $ 366,027
Selected information concerning segment operations is presented below for the six month periods
then ended.
June 30,
Business segment data (selected items) Beverage Hospitality 2008
$ $ $
Sales 1,071,633 261,861 1,333,494
Interest expense 28,58¢ 121,877 150,465
Amortization and accretion 77,408 3,566 80,97¢
Consulting and business development 13,954 64,78¢ 78,742
Design and marketing 8,067 24,383 32,450
Segment loss (402,952) (558,701) (961,653)
12. SEGMENTED INFORMATION (continued)
June 30,
Business segment data (selected items) Beverage Hospitality 2007
$ $ $
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Sales 2,218,027 1,461,860 3,679,887
Interest expense 63,685 10,110 73,795
Amortization — equipment and intangibles 44,20¢ 53,427 97,633
Consulting and business development 234,105 249,554 483,659
Design and marketing 133,313 174,38 307,696
Segment loss (429,638) 19,662 (409,976)
13. CAPITAL MANAGEMENT AND FINANCIAL INSTRUMENTS

Capital Management

The Company's capital includes debt and shareholder’'s equity. The Company’s primary objective

with respect to its capital management is to ensure that it has sufficient capital to maintain its

ongoing operations, to provide returns for shareholders and benefits for other stakeholders and to

pursue growth opportunities. As at June 30, 2008, the Company is not subject to externally imposed

capital requirements and there has been no change with respect to the overall capital risk

management strategy.

Fair Values of Financial Instruments

The Company examines the various financial instrument risks to which it is exposed and assesses the

impact and likelihood of those risks. These risks may include credit risk, liquidity risk, currency risk,

interest rate risk and price risk.

a) Credit risk

The Company sells products to one customer in Japan, under an agreement expiring January, 2013.

During the period ended June 30, 2008, this customer accounts for 80% (2007 - 74%) of revenues.

b) Liquidity risk

The Company hasin place a planning and budgeting process to help determine the funds required

to support the

Company's normal operating requirements on an ongoing basis and its development plans. The
Company ensures that there is sufficient committed capital to meet its short-term business
requirements, faking info account its anficipated cash flows from operations and its holdings of cash
and cash equivalents.

c) Currency risk

The Company is exposed to financial risk arising from fluctuations in foreign exchange rates and the
degree of volatility of these rates specifically affecting long term debt (Note 7) whichisrepayable in
Canadian dollars. The Company does not use derivative instruments to reduce its exposure to
foreign currency risk.
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13.

14.

CAPITAL MANAGEMENT AND FINANCIAL INSTRUMENTS (continued)
d) Interest rate risk

The Company is not exposed to interest rate risk on its outstanding borrowings. Presently, all of the
Company's outstanding borrowings are at a fixed rate. The average interest rate paid by the
Company during the quarter on its outstanding borrowings was approximately 11.01%.

SUBSEQUENT EVENTS

Subsequent to June 30, 2008, the Company completed a non-brokered private placement of 2,545
unsecured non-convertible debentures at a price of $100 per debenture for gross proceeds of
$254,500. The debentures mature 3 years from the closing date of the private placement and bear
an interest rate of 12% per annum compounded monthly in arrears, with such interest payable
monthly.
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MANAGEMENT DISCUSSION AND ANALYSIS
To the Shareholders of StonePoint Global Brands Inc.:
INTRODUCTION

This Management Discussion and Analysis (“MD&A") provides a detailed analysis of the business of
StonePoint Global Brands Inc. (“StonePoint” or the “Company”) and compares its financial results period
ended June 30, 2008 to the previous year. This MD&A should be read in conjunction with, and is
qualified by, the Company’s unaudited consolidated financial statements and related notes for the six
months ended June 30, 2008. The Company's reporting currency is the United States dollar and all
amounts in this MD&A are expressed in United States dollars, unless otherwise noted. The Company
reports its financial position, results of operations and cash-flows in accordance with Canadian
generally accepted accounting principles. This MD&A is dated August 29, 2008.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS
This MD&A contains certain statements that may constitute “forward-looking statements.”

Forward-looking statements include but are not limited to, statements regarding future anticipated
business developments and the timing thereof, and business and financing plans. Although the
Company believes that such statements are reasonable, it can give no assurance that such
expectations will prove to be correct. Forward-looking statements are typically identified by words such
as: believe, expect, anticipate, intend, estimate, postulate and similar expressions, or which by their
nature refer to future events. The Company cautions investors that any forward-looking statements by
the Company are not guarantees of future performance, and that actual results may differ materially
from those in forward looking statements as a result of various factors, including, but not limited to, the
Company'’s ability to confinue its projected growth, to raise the necessary capital or to be fully able to
implement its business strategies.

Additional information relafing to the Company can be located on the SEDAR website at
www.sedar.com.

SECOND QUARTER HIGHLIGHTS

e During the current period, the Board and senior management undertook a cost cutting program
and well as a management restructuring effort with the goal of reducing operating costs. To
complement the cost cutting program, both business segments are now managed by one team
in one office for the purposes of streamlining operations, improving customer response time and
supplier relationships.

e Selling, general and administrative (“SG&A") expenses dropped by 38% for the three month
ended June 30, 2008 when compared to the same prior year reporting period.

e For the six month ended June 30, 2008 current reporting period, SG&A expenses dropped by 20%
when compared to the same prior year reporting period.

« The Company is working closely with its largest Japanese customer to further develop sales,
implemented a new branding campaign in Q2 of 2008. The Company implemented several
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sales enhancement initiatives involving sales training, product promotion and incentive

programs;

« The Company is now focused on growing its enhanced beverage line (utilizing the Life O2
patent and tfechnology acquired in 2003), securing addifional clients for its hospitality business in
North America, and developing and deploying higher margin brands and products in growing

Asian markets.

* In addition to marketing its own brands and technology, the Company continues to attract
many third party brand opportunities. The Company is utilizing its experience and contacts to
assist other companies with their global expansion.

OVERVIEW

StonePoint is an international brand development and deployment company.

The Company

specializes in identifying growing consumer markets, acquiring exclusive rights fo products suitable for
these markets, and developing a supply chain strategy to deliver the products in a cost-effective
manner. StonePoint is listed on the TSX Venture Exchange (symbol: SPG).

There are currently two identifiable segments of operations:

e Infernatfional segment focusing mainly on the bottling and distribution of super oxygenated

bottled water in Japan.

* Hospitality segment focusing on implementing in-room shopping systems in hotels and resorts,
and supplying premium consumer products to hotels for sale through the system.

StonePoint’s objective is to provide its owners with strong shareholder value through the realization of

profitable and sustainable operations.

SELECTED FINANCIAL INFORMATION

June 30, June 30, June 30, June 30,
2008 2008 2007 2007
All figures in U.S. Dollars (3 months) (6 months) (3 months) (6 months)
(Selected items only)
Sales $ 758,659 S $ $
1,333,495 1,849,180 3,664,973
Cost of sales 595,937 1,040,090 1,110,493 2,340,628
Gross profit 162,722 293,405 738,687 1,324,345
Gross profit % 21.4% 22.0% 39.9% 36.1%
Royalties - - 12,777 14,914
Selling, general and administrative expenses 645,850 1,398,171 1,039,684 1,749,235
Other items:
Interest income (1,650) (3,376) - -
Inventory obsolescence 1,821 1,821 - -
Write-down of note receivable - - - -
Gain from write off of historical trade payable - 162,607 - -

balances
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Income (loss) before income taxes (483,299) (940,603) (288,220) (409,976)
Income taxes - - -
Income (loss) for the period $ (483,299) | $ (940,603) | $ (288,220) $ (409,976)
Income (loss) per share — basic S (003) § (0.06) % (002 % (0.03)

The table above summarizes the Company’s results of operations for the respective reporting periods.

s . June 30, December

All figures in U.S. Dollars 2008 31, 2007
Balance sheet data (selected items only):
Assets
Cash and equivalents $ $ 525,050
Receivables 37,152 243,607
Inventory 129,555 52,003
Prepaid expense 26,598 92,733
Note receivables — fotal 269,439 454,482
Equipment 326,057 366,027
Liabilities / equity
Notes payable — total 2,666,658 2,006,196
Other current liabilities 200,281 369,773
Shareholders’ equity (deficiency) (1,555,348) (642,067)
Working capital $ 228195 | $ 293,060
Average shares outstanding — basic 15,037,923 13,756,716

The table above summarizes the Company’s financial position for the respective reporting dates.

The Company’s financial statements are prepared in accordance with Canadian generally accepted
accounting principles, and include the accounts of the Company and its wholly owned subsidiaries
expressed in United States dollars. All foreign currency amounts are converted into United States dollar
equivalents using the current rate method as explained in the notes accompanying the Company's
audited annual financial statements.

RESULTS OF OPERATIONS

International segment

Revenues are comprised of sales and royalties of $1,071,633 for the six months and $629,048 for the three
ended June 30, 2008 compared with $2,218,027 and $868,703 for the same periods in 2007.
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Earnings for the current reporting period are impacted by the following operational and economic
factors:
e The period over period change is due to a decreased case volume orders and higher inventory
levels at the beginning of the reported period.
e Consumer spending in Japan decreased in 2008 due to rise in basic grocery and fuel prices.
e Inflation increased by 1.9% in Japan reducing consumer buying power.
« Dramatic rise in oil prices which has impacted fuel costs and petroleum based products (i.e.
plastics used in water bottling).

Management's strategy is as follows:
« Diversification into growing target markets to mitigate economic dependency.
« Diversification of current product line info other premium products for growing target markets.
* The Company will continue with its plans to work closely with its largest Japanese customer to
further develop sales, and implemented a new branding campaign in Q2 2008.
« The Company is working with its freight forwarders to increase shipping capacity of containers
used in product transportation overseas.

SG&A expenses totaled of $475,924 for the three months and $921,212 for the six months ended June 30,
2008 compared with $572,211 and $1,029,180 for the same period of the previous year. SG&A consists of
mainly of wages, debenture interest costs, professional fees, consulting, design and marketing, travel,
and general office costs.

SG&A expenses for the current reporting period are impacted by the following factors:
e Disconfinuation of several salaried confracts in line management restructuring efforts.
e Increased debenture interest payments as a result of additional debft financing.
« Design and marketing costs related to water bottling incurred in the previous comparable
period did not recur in the current reporting period.

Hospitality segment

Revenues are comprised of sales and royalties of $281,861 for the six months and $149,959 for the three
ended June 30, 2008 compared with $1,461,860 and $993,253 for the same periods in 2007.

Earnings for the current reporting period are impacted by the following operational and economic
factors:
e Initial pipeline fill orders in the previous period from newly signed hotel clients did not recur in the
current reporting period.
e Consumer spending in the US decreased in 2008 due to rise in basic grocery and fuel prices.
e Dramatic rise in oil prices which has impacted fuel costs affecting petroleum based packaging
and freight costs of goods.

Management's strategy is as follows:
Work closely with hospitality clients in developing new products for sale through the in-room
shopping system.
» Acquire new hospitality partners in growing target markets.

SG&A expenses totaled of $168,829 for the three months and $476,959 for the six months ended June 30,
2008 compared with $460,971 and $713,823 for the same period of the previous year. SG&A consists of
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mainly of wages, debenture interest costs, professional fees, consulting, design and marketing, travel,

and general office costs.

e Disconfinuation of several consulting and salaried contracts in line management restructuring

efforts.

e Increased debenture interest payments as a result of additional debft financing.

« Design and marketing costs related to customized branding and packaging for hotel partners
incurred in the previous comparable period did not recur in the current reporting period.

SELECTED QUARTERLY FINANCIAL INFORMATION

December 31, September 30,
Selected data only: June 30, 2008 March 31, 2008 2007 2007
Sales (non-royalty) S S $ $
758,659 574,488 530,120 1,350,895
Gross profit 162,722 147,554 57,160 325,152
Gross profit % 21.4% 25.6% 10.7% 24.1%
SG&A expense 483,129 754,054 858,206 954,406
Net income (loss) (483,299) (442,1646) (799.321) (607,066)
Per common share - (0.03) $1$ (0.06) $ (
basic (0.03) 0.05)
Selected data only: December 31, September 30,
June 30, 2007 March 31, 2007 2006 2006
Sales (non-royalty) $ $ $ $
1,849,180 1,815,794 811,094 2,481,636
Gross profit 738,687 585,658 168,375 592,978
Gross profit % 39.9% 32.2% 20.8% 23.8%
SG&A expense 1,039,684 709,551 1,263,541 688,229
Net income (loss)
(288,220) (121,756) (1,263,870) (94,227)
Per common share - $ ( $ (S (0.12) $
basic 0.02) 0.01) (0.01)

SHARE DATA
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As at June 30, 2008, the Company had 15,063,531,031 shares outstanding (2007 — 15,012,031).

The following incentive stock options were outstanding:

June 30, 2008 December 31, 2007
Shares Weighted Shares Weighted
Average Exercise Average
Price Exercise Price
Outstanding, 1,007,500 S 0.37 1,119,500 $ 0.42

beginning

Granted - - 318,000 0.56
Exercised 51,500 0.11 45,000 0.10
Forfeited/cancelled 147,500 0.54 385,000 0.67
Outstanding, ending 808,500 S 0.36 1,007,500 $ 0.37

During the year ended December 31, 2007, 1,680,000 warrants at a price of C$0.12 each were exercised
for gross proceeds of $203,005 (C$201,600) and 45,000 stock options at a price of C$0.10 per share were
exercised for gross proceeds of $4,294 (C$4,500) (C$26,500). 10,000 bonus shares valued at $8,306
(C$9,700) were issued in settlement of an obligation to issue notes payable (Note 7).

During the six month period ended June 30, 2008, there were 51,500 stock options with a weighted
average exercise price of $0.11 were exercised for proceeds of $5,429. In addition, no stock options or
share purchase warrants were granted.

During the three month period ended June 30, 2008, there were no issuances of common shares, stock
options nor share purchase warrants.

LIQUIDITY

Working capital has been impacted by financing operations with short term notes payable; however,
the Company has been able to obtain improved debt financing ferms to allow for three year maturities.

The Company raised debenture financing of $1,234,554 (C$1,355,000) during the year ended December
31, 2007.

The Company raised additional debenture financing of $746,292 (C$760,000) during the six month
period ending June 30, 2008, all with three year maturities as it strives to achieve a balanced
capitalization approach during a period of anticipated profitable operations.

To fund current operations, and follow through with disclosed business initiatives and objectives, the
Company, subsequent to June 30, 2008, completed a non-brokered private placement of 2,545
unsecured non-convertible debentures at a price of $100 per debenture for gross proceeds of $254,500.
The debentures mature 3 years from the closing date of the private placement and bear an interest
rate of 12% per annum compounded monthly in arrears, with such interest payable monthly.
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At December 31, 2007, the Company had C$446,987 invested in notes receivable. During the six months
ended June 30, 2008, the company collected C$172,525 in cash repayment, and C$21,194 non-cash
repayment in kind consisting of a refroactive raw material price increase during the six month ended
June 30, 2008.

The Company’'s ongoing commitments for annual premises lease/rental amount to approximately
C$7.100 per month.

June 30, December December December December
2008 31, 31, 31, 31,
2007 2006 2005 2004

Working capital (deficiency) § 228,195 § 293,060 $ 296,111 $ (50379) $ 73815

CAPITAL RESOURCES

The Company depends upon the junior capital markets to raise equity and debt financing needed to
fund its working capital requirements fo the extent not generated internally from operations.

During the year ended December 31, 2007, the Company issued 1,680,000 common shares pursuant to
the exercise of warrants at a price of C$0.12 per share, 45,000 stock options at a price of C$0.10 per
share for the total gross proceeds of $207,299 (C$206,100) and 10,000 bonus shares valued at $8,306
(C$9,700) in settlement of an obligation to issue notes payable. The Company also issued notes totalling
$1,234,554 (C$1,355,000) and repaid one note for $13,820 (C$15,000).

During the six month period ended June 30, 2008, there 51,500 stock options with a weighted average
exercise price of $0.11 were exercised for proceeds of $5,428. During the three month period ended
June 30, 2008, there were no issuances of share purchase warrants.

Its ability to continue to raise equity financing for any purpose, or course, remains subject to the general
investment climate and investors' interest in supporting the Company's business objectives. No
significant financial commitments exist beyond our working capital needs.

OFF — BALANCE SHEET ARRANGEMENTS

The Company has not entered into any significant off-balance sheet arrangements or commitments.

RELATED PARTY TRANSACTIONS

Included in accounts payable was $25,149 (December 31, 2007 - $21,399) owing to directors of the
Company.

Amounts due to related parties are unsecured and non-interest bearing with no specific terms of
repayment. All fransactions are in the normal course of operations and are recorded at exchange
amounts established and agreed between the related parties.

LAST QUARTER
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There were no significant last quarter fransactions not otherwise disclosed.

SUBSEQUENT EVENTS

The Company has announced the sale of a second product line to its largest Japanese
customer. Exports of Canadian maple syrup are expected to commence during Q2 2008.

ADOPTION OF NEW ACCOUNTING POLICIES

Effective January 1, 2007, the Company adopted the following new accounting standards
issued by the Canadian Institute of Chartered Accountants (“CICA”) relating to financial
instruments. These new standards have been adopted on a prospective basis with no

restatement to prior period financial statements.

i) Financial Instruments — Recognition and Measurement (Section 3855)

This standard sets out criteria for the recognition and measurement of financial
instruments for fiscal years beginning on or after October 1, 2006. This standard requires
all financial instruments within its scope, including derivatives, to be included on a
Company'’s balance sheet and measured either at fair value or, in certain circumstances
when fair value may not be considered most relevant, at cost or amortized cost.
Changes in fair value are to be recognized in the statements of operations and

comprehensive income.

All financial assets and liabilities are recognized when the entity becomes a party to the
confract creating the item. As such, any of the Company’s outstanding financial assets
and liabilities at the effective date of adoption are recognized and measured in
accordance with the new requirements as if these requirements had always been in
effect. Any changes to the fair values of assets and liabilities prior to January 1, 2007 are
recognized by adjusting opening deficit or opening accumulated other comprehensive

income.

All financial instruments are classified into one of the following five categories: held for
tfrading, held-to-maturity, loans and receivables, available-for-sale financial assets, or

other financial liabilities.

Initial and subsequent measurement and recognition of changes in the value of financial

instruments depends on their initial classification.

i) Comprehensive Income (Section 1530)

Comprehensive income is the change in shareholders’ equity during a period from
fransactions and other events from non-owner sources. This standard requires certain
gains and losses that would otherwise be recorded as part of the net earnings to be
presented in “other comprehensive income” unfil it is considered appropriate to
recognize into net earnings. This standard requires the presentation of comprehensive
income, and its components in a separate financial statement that is displayed with the

same prominence as the other financial statements.
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if)

Accordingly, the Company now reports comprehensive income (loss) in the statement of
operations and includes the account “accumulated other comprehensive income” in
the shareholders’ equity section of the consolidated balance sheet.

Accounting Changes (Section 1506)

The main features of this new standard are (a) voluntary changes in accounting policy
are made only if they result in the financial statements providing reliable and more
relevant information; (b) changes in accounting policy are applied retrospectively unless
doing so is impracticable (as defined in the section); (c) prior period errors are corrected
retrospectively; and (d) new disclosures are required in respect of changes in accounting
policies, changes in accounting estimates and correction of errors.

Effective January 1, 2008, the Company adopted the following new accounting standards

issued

by the Canadian Institute of Chartered Accountants (“CICA”) relating to financial

instruments. These new standards have been adopted on a prospective basis with no
restatement to prior period financial statements.

i)

ii)

iiii)

Financial Instruments — Disclosure (Section 3862)

The standard requires entities to provide disclosures in their financial statements that
enable users to evaluate (a) the significance of financial instruments for the entity's
financial position and performance; and (b) the nafure and extent of risks arising from
financial instruments to which the entity is exposed during the period and at the balance
sheet date, and how the entity manages those risks. The principles in this section
complement the principles for recognizing, measuring and presenting financial assets
and financial liabilities in Section 3855, Financial Instruments — Recognition and
Measurement, Section 3863, Financial Insfruments — Presentation, and Sectfion 3865,
Hedges.

Financial Instruments — Presentation (Section 3843)

The standard enhances financial statement users' understanding of the significance of
financial instruments to an entity's financial position, performance and cash flows. This
section establishes standards for presentation of financial instruments and non-financial
derivatives. It deals with the classification of financial instruments, from the perspective of
the issuer, between liabilities and equity, the classification of related interest, dividends,
losses and gains, and the circumstances in which financial assets and financial liabilities
are offset.

Inventories (Section 3031)

The standard establishes new standards for the measurement and disclosure of
inventories and provides expanded guidance on the measurement and disclosure
requirements for inventories. Specifically, the new standard requires that inventories be
measured at the lower of cost and neft realizable value, and provides more guidance on
the determination of cost and its subsequent recognition as expense, including any
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iv)

write-down to net readlizable value. There was no impact to the Company’s financial
results from adopting this standard.

Capital Disclosures

The AcSB issued CICA Handbook Section 1535, which establishes standards for disclosing
information about an entity's capital and how it is managed. The new standard is
effective for annual and interim periods beginning on or after October 1, 2007 and
requires disclosure of the Company’s objectives, policies, and processes for managing
capital; quantitative data about what the Company regards as capital; whether the
Company has complied with any capital requirements; and, if the Company has not
complied, the consequences of such non-compliance. The new accounting standard
covers disclosure only and will have no effect on the financial results of the Company.

Assessing Going Concern
The CICA accounting standards board amended Section 1400 to include requirements

for management fo assess and disclose an enftity's ability to continue as a going
concern.

ACCOUNTING STANDARDS ISSUED BUT NOT YET ADOPTED

i)

Goodwill and Intangible Assets

The CICA Accounting Standards Board (the “*AcSB") issued CICA Handbook Section 3064
which replaces Section 3062, Goodwill and Other Intangible Assets, and Section 3450,
Research and Development Costs. The new standard establishes standards for the
recognition, measurement and disclosure of goodwill and intangible assets, including
those developed internally. At the same fime the CICA accounting standards board
amended section 1000, Financial Statement Concepts, to clarify the criteria for
recognition of an asset. Therefore items that no longer meet the definition of an asset are
no longer recognized with assets. The new standard and amended standard are both
effective for annual and interim periods beginning on or after October 1, 2008. The
Company is currently evaluating the impact of these sections on its results of operation
and financial position.

International Financial Reporting Standards (“IFRS”)

In 2006, Canada’s Accounting Standards Board (AcSB) ratified a strategic plan that will
result in the convergence of Canadian GAAP, as used by public companies, with IFRS
over a ftransitional period. The AcSB has developed and published a detailed
implementation plan, with a changeover date for fiscal years beginning on or after
January 1, 2011. This initiative is in its early stages as of the date on these annual
consolidated financial statements. Accordingly, it would be premature to assess the
impact of the initiative on the Company at this fime.
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MANAGEMENT'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Our management is responsible for establishing and maintaining adequate internal control over
financial reporting. Any system of infernal control over financial reporting, no matter how well designed,
has inherent limitations. Therefore, even those systems determined to be effective can provide only
reasonable assurance with respect to financial statement preparation and presentation.

There have been no changes in our internal control over financial reporting during the quarter ended
June 30, 2008 that have materially affected, or are reasonably likely to materially affect, internal control
over financial reporting.

CHANGES IN INTERNAL CONTROL OVER FINANCIAL REPORTING

There have been no changes in our internal control over financial reporting or any other factors during
the period ended June 30, 2008, that have materially affected, or are reasonably likely to materially
affect our internal control over financial reporting.

FINANCIAL INSTRUMENTS

During the three months ended June 30, 2008, the Company used a mixture of cash and long-term debft
to maintain an appropriate capital structure, ensuring sufficient liquidity required to meet the needs of
the business and the flexibility to continue growing through acquisition. The Company has not executed
any interest rate contracts or other derivative financial instruments to manage the risks associated with
its operations and therefore, in the normal course of business, are inherently exposed to currency, and
interest rate fluctuations.

The Company'’s financial instruments consist of cash accounts receivable, notes receivable, accounts
payable and accrued liabilities and notes payable. Management has determined that the carrying
value of the financial instruments approximate fair value due to their short-term nature. The Company is
exposed to credit risk only with respect to uncertainties as the timing and amount of collectability of
accounts receivable and the note receivable. The Company mitigates credit risk through standard
credit and reference checks, and its settflement agreement with the borrower of the note receivable.

MANAGEMENT’'S RESPONSIBILITY FOR FINANCIAL STATEMENTS

The consolidated financial statements and all information in the annual report are the responsibility of
the Board of Directors and management. The consolidated financial statements have been prepared
by management in accordance with Canadian generally accepted accounting principles.
Management maintains the necessary systems of internal controls, policies and procedures to provide
assurance that assets are safeguarded and that the financial records are reliable and form a proper
basis for the preparation of financial statements.

The Board of Directors ensures that management fulfills its responsibilities for financial reporting and
internal control through an Audit Committee.

RISK FACTORS

This MD&A contains forward-looking statements that involve risks and uncertainties. The forward-looking
information in this MD&A is based on the conclusions of management. The Company cautions that due
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to risks and uncertainties, actual events may differ materially from current expectations. With respect to
the Company’s operations, actual events may differ from current expectations due to economic
conditions, new opportunities, changing budget pricrities of the company and other factors.

The business of brand development involves a high degree of risk. The Company’s activities are highly
concentrated in this sector, and are exposed to above average cyclical fluctuations due to economic
conditions, product supply/demand imbalances and global political factors. The Company’s beverage
segment relies substantially on one customer in Japan, while the hospitality segment is a completely
new business initiative. Junior companies in this sector focus on early-stage business opportunities, but
few of these opportunities are ultimately developed into profitable enterprises. At present, none of the
Company’s segments generate sufficient cash flow internally to support their operations. Thus, they are
reliant on raising additional financing to continue their development. The Company’s businesses are
also exposed to intense competition, environmental and insurance risks, as well as political and
environmental instability.

Other risks facing the Company include competition which can either increase costs or reduce the
number of aftractive opportunities; reliance on third parties, including consultants; statutory and
regulatory requirements and uncertainty of additional financing.. The Company does not use any
derivative instruments to reduce its exposure to fluctuations in foreign currency exchange rates.

Except for statements of historical fact relating to the Company, certain information contained herein
constitutes forward looking statements. Forward-looking statements are frequently characterized by
words such as “plan”, “expect”, “project”, “intend”, "believe”, "anficipate” and other similar words, or
statements that certain events or conditions “*may” or “will" occur. Forward-looking statements are
based on the opinions and estimates of management at the date the statements are made, and are
subject to a variety of risks and uncertainties and other factors that could cause actual events or results
to differ materially from those projected in the forward-looking statements. The Company undertakes no
obligation to update forward-looking statements if circumstances or management’s estimates or
opinions should change. The reader is caufioned not to place undue reliance on forward-looking
statements.



