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GROUPWORKSFINANCIALCORP.
FOrRTHEYEARENDED AucusT 31, 2008

M ANAGEMENT’'SSTATEMENTOF RESPONSIBILITYFOR FINANCIAL REPORTING

TotheSharehol dersof GroupworksFinancial Corp.:

Management is responsible for the preparation and presentation of the accompanying
consolidated financial statements, includingresponsibilityfor significant accounting judgments
and estimates in accordance with Canadian generally accepted accounting principles and
ensuring that al information in the annua report is consistent with the statements. This
responsibility includes selecting appropriate accounting principles and methods, and making
deci sionsaffectingthemeasurementoftransacti onsi nwhichobj ectivejudgmentisrequired.

In discharging its responsibilities for the integrity and fairness of the consolidated financial
statements, management designs and maintains the necessary accounting systems and related
internal controls to provide reasonable assurance that transactions are authorized, assets are
safeguarded andfinancial recordsareproperlymaintainedtoprovidereliableinformationforthe
preparationofconsolidatedfinancial statements.

The Board of Directors and Audit Committee are composed primarily of Directors who are
neither management nor employees of the Company. The Board is responsible for overseeing
management intheperformanceofitsfinancial reportingresponsibilities,andforapprovingthe
financial informationincluded intheannualreport. The Board fulfils these responsibilities by
reviewing the financial information prepared by management and discussing relevant matters
withmanagementandexternal auditors. The Committee is also responsibleforrecommending
theappointmentoftheCompany'sexternal auditors.

Meyers Norris Penny LLP, an independentfirmof Chartered Accountants, isappointedby the
shareholders to audit the financial statementsandreport directly to them; their report follows.
The externa auditors have full and freeaccess to, and meet periodicaly and separately with,
boththeCommitteeandmanagementtodiscussthei rauditfindings.

“ JohnGallivan” “ RoccoL.iscio”
ChiefExecutiveOfficer ChiefFinancial Officer
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MEYERS NORRIS PENNY ue

AUDITORS REPORT

TotheSharehol dersof GroupworksFinancial Corp.

Wehaveauditedtheconsolidatedbal ancesheetof GroupworksFinancial Corp.asatAugust31,
2008and2007andtheconsolidatedstatementsofincomeanddeficitandcashflowsforthe
yearsthenended. Theseconsolidatedfinancial statementsaretheresponsibilityofthe
Company'smanagement. Ourresponsibilityistoexpressanopinionontheseconsolidated
financial statementsbasedonouraudit.

WeconductedourauditinaccordancewithCanadiangeneral | yacceptedauditingstandards.
Thosestandardsrequirethatwepl anandperformanaudittoobtai nreasonabl eassurance
whethertheconsolidatedfinancial statementsarefreeof material misstatement. Anaudit
includesexamining,onatestbasis,evidencesupportingtheamountsanddisclosuresinthe
consolidatedfinancial statements. An audital soi ncludesassessingtheaccountingprinciples
usedandsi gnificantestimatesmadebymanagement, aswellaseval uatingtheoverall
consolidatedfinancial statementpresentation.

Inouropi nion,theseconsolidatedfinancial statementspresentfairly,inall material respects,the
financial positionoftheCompanyasatAugust31,2008and2007andtheresul tsofits
operationsanditscashfl owsfortheyearsthenendedinaccordancewithCanadiangeneral ly
acceptedaccountingprinciples.

L,L:p

Toronto,Ontario
November18,2008 Chartered Accountants
Licensed PublicAccountants

CHARTEREDACCOUNTANTS&BUSINESSADVISORS
1100-2BloorStreetEast,Toronto,ON,M4W1A8
PH.(416)596-6767 FAX(416)596-7894 www.mnp.ca
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GROUPWORKS FINANCIAL CORP.

CONSOLIDATED BALANCE SHEET
AT Aucusr 31,2008

2008 2007
ASSETS
CURRENT
Cash $ 654,732 $ 1,149,637
Accountsreceivable 658,155 917,762
Duefromrel atedparties - 139,686
Commissionadvances (notel0) - 78,721
Prepai dexpensesandothersundryassets 53,557 51,776
1,366,444 2,337,582
CAPITALASSETS (note3) 676,282 755,460
FUTUREINCOMETAXES (notel3) 176,693 226,334
INTANGIBLEASSETSfHote4) 4,674,537 5,224,204
GOODWILL (notesland5) 6,912,501 6,783,648
$ 13,806,457 $ 15,327,228
LIABILITIESANDSHAREHOLDERSEQUITY
CURRENT
Bankindebtedness (note6) $ 5146 $ 25,733
Accountspayableandaccruedliabilitiesfiote10) 884,403 1,534,156
Deferredrevenue 685,624 692,292
Commissionspayable (notel0) 66,747 -
Incometaxespayable 272,446 98,774
Currentportionoflong-termdebt (notel?2) 1,590,653 1,371,891
3,505,019 3,722,846
DEFERREDLEASEINDUCEMENTS 39,073 17,761
LONG-TERMDEBT (notel2) 789,133 2,176,238
FUTUREINCOMETAXES (notel3) 1,711,588 1,942,201
6,044,813 7,859,046
SHAREHOLDERSEQUITY
Sharecapital (note8(a)(b)) 7,785,835 7,784,080
Contributedsurplus 266,795 124,070
Deficit (290,986) (439,968)
7,761,644 7,468,182
$ 13,806,457 $ 15,327,228
TRUSTACCOUNTS (note7)
COMMITMENTSANDCONTINGENCIES (notel4)
SUBSEQUENTEVENTS (notel8)
ONBEHALFOFTHEBOARDOFDIRECTORS
" SeanCleary” “ JohnGallivan”
SeanCleary,ChairmanoftheBoard JohnGallivan,CEOandDirector

Theaccompanyingnotesar eanintegral partoftheseconsolidatedfinancial statements.
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GROUPWORKS FINANCIAL CORP.

CONSOLIDATED STATEMENTOF COMPREHENSIVE INCOME (L 0SS) AND DEFICIT

FOrRTHEYEARENDED AucusT 31, 2008

2008 2007
REVENUE
Commissions $ 4162197 $ 2,925,859
Fees 2,667,065 886,110
Other 68,673 36,237
6,897,935 3,848,206
EXPENSES
Salariesandbenefits (notel0) 3,170,875 1,786,722
Generalandadministrative 1,210,815 686,347
Commissions (notel0) 830,536 650,073
Advertisingandpromotion 460,312 224,463
Stock-basedcompensation (note9) 142,725 124,070
5,815,263 3,471,675
INCOMEBEFOREUNDERNOTEDITEMS 1,082,672 376,531
OTHEREXPENSES
I nterestexpense (note3) (168,669) (295,651)
Depreciationof capital assets (note3) (98,790) (47,807)
Amortizationofintangibl eassets (note4) (552,362) (296,673)
Writedownof capital assets(notel8(2)) (26,330) (48,668)
(846,151) (688,799)
INCOME(LOSS)BEFOREINCOMETAXES 236,521 (312,268)
INCOMETAXES(RECOVERED)
Current (notel3) 318,153 113,396
Future (notel3) (230,614) (11,450)
87,539 101,946
NETCOMPREHENSIVEINCOME(LOSS) 148,982 (414,214)
DEFICIT-BEGINNINGOFYEAR (439,968) (25,754)
DEFICIT-ENDOFYEAR $ (290,986) $ (439,968)
Earnings(loss)pershare —Basic $ 001 % (0.05)
—Diluted 0.01 (0.04)
W eightedaver agenumber of shar esoutstanding:
—Basic 15,806,049 7,955,969
—Diluted 21,173,956 10,259,554

Theaccompanyingnotesar eanintegral partoftheseconsolidatedfinancial statements.
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GROUPWORKS FINANCIAL CORP.

CONSOLIDATED STATEMENTOF SHAREHOLDERS EQUITY

FOrRTHEYEARENDED AucusT 31, 2008

ShareCapital Contributed
Shares Amount Surplus Deficit
BALANCE,AUGUST 31,2006 4358334 $ 795000 $ - $ (25759
Sharesi ssued—I nitial PublicOffering 6,900,000 4,140,000 - -
Sharesissued—A cquisitionof The
InvestmentGuild 1,333,333 800,000 - -
Sharesi ssued—A cquisitionof
Gallivan 3,054,488 2,443,590 - -
Warrantoptionsexercised 85,000 51,000 - -
Stockissuancecosts - (460,826) - -
Warrantoptionscost - 15,316 - -
Stock-basedcompensation (note9) - - 124,070 -
Netlossfortheyear - - - (414,214)
BALANCE,AUGUST 31,2007 15,731,155 $ 7,784,080 $ 124070 $ (439,968)
Sharesissued-Debtforshareexchange 100,776 51,396 - -
Stockissuancecosts - (49,641) - -
Stock-basedcompensation (note9) - - 142,725 -
Netearningsfortheyear - - - 148,982
BALANCE,AUGUST 31,2008 15831931 $ 7,785835 $ 266,795 $ (290,986)

Theaccompanyingnotesar eanintegral partoftheseconsolidatedfinancial statements.
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GROUPWORKS FINANCIAL CORP.

CONSOLIDATED STATEMENTOFCASH FLow
FOrRTHEYEARENDED AucusT 31, 2008

2008 2007
OPERATINGACTIVITIES
Netincome(l oss) $ 148982 $ (414,214)
Items notaffectingcash:

Depreciationof capital assets 98,790 47,807
Writedownof capital assets 26,330 48,668
Amortizationofintangibl eassets 552,362 296,673
Accretiveinterestexpense 100,601 142,351
Futureincometaxes (230,614) (11,450)
Warrantoptions - 15,316
Stock-basedcompensation 142,725 124,070
839,176 249,221

Changesinnon-cashworkingcapital:
Accountsreceivable 259,606 (575,084)
Duefromrelatedparties 139,686 (139,686)
Commissionadvances 145,468 (78,721)
Accountspayableandaccruedliabilities (650,471) 697,415
Deferredrevenue (6,668) 692,292
Deferredl easeinducements 21,313 17,761
Incometaxespayable 173,672 94,477
Prepai dexpensesandothersundryassets (1,781) 3,475
80,825 711,929
Cashflowprovided(used)byoperatingactivities 920,001 961,150

INVESTINGACTIVITIES
Purchaseof capital assets (45,942) (143,451)

Proceeds fromsal eof capital assets 578,600
Businessacquisitions - (3,546,735)
Businessacquisitionfees (2,695) (195,877)
Cashflowusedbyinvestingactivities (48,637) (3,307,463)
FINANCINGACTIVITIES
Bankindebtedness (20,586) (27,006)
Repaymentoflong-termdebt (1,345,683) (704,615)
Proceeds from issuanceof commonstock - 4,191,000
Stockissuancecosts - (687,160)
Cashflowprovided(used)byfinancingactivities (1,366,269) 2,772,219
INCREASE(DECREASE)INCASHFLOW (494,905) 425,906
Cash-beginningofyear 1,149,637 723,731
CASH-ENDOFYEAR $ 654,732 $ 1,149,637

Theaccompanyingnotesar eanintegral partoftheseconsolidatedfinancial statements.
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GROUPWORKS FINANCIAL CORP.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
FOrRTHEYEARENDED AucusT 31, 2008

1

NATUREOFOPERATIONSANDBASISOFPRESENTATION

Groupworks Financia Corp. [the "Company"] was incorporated under the Ontario Business
Corporations Act on July 5, 2006 and is a professiona services firm that provides advice and
implementati onservi cesintheareaof corporatebenefitsandpensi onplans.

The accompanying consolidated financial statements are prepared in accordance with Canadian
generallyacceptedaccountingprinci pleswiththeassumptionthattheCompany willbeabletorealize
its assets and discharge its liabilities in the normal course of business as a going concern. The
Company has incurred an accumulated deficit of $290,986, has a working capital deficiency of
$547,922andacurrentportionoflong-termdebtof$1,590,653 due toDirectorsandOfficersofthe
Company. Theseconditionsrai sedoubtabouttheCompany’ sabilitytocontinueasagoingconcern.
The Company’s plans with respect to these matters include restructuring its existing debt, settling
some of i tsexi stingdebtbyissui ngsharesofitscommonstock andraisingadditional capitalthrough
futureissuance of stock andordebt.Asattheauditreport date, theCompany isintheprocessof
negotiatingtermswiththevendorsof Thel nvestmentGuild InsuranceAgencylnc.(“ Thelnvestment
Guild"), Galivan & Associates StudentNetworks Inc. (“Gallivan”) and12466890ntario Limited
(“124"). There canbenoassurancethat theCompanywillbe able to successfully implement its
plans. The accompanying consolidated audited financial statements donotinclude any adjustments
that might be necessary should the Companybeunabletocontinueas a going concern, such an
adjustmentcouldbematerial.

SUMMARY OFSIGNIFICANTACCOUNTINGPOLICIES

These financial statements, which have been prepared in accordance with Canadian generally
acceptedaccountingprinciples,reflecttheaccountingpoliciessetoutbel ow.

Basisof consolidation

Theseconsolidated financia statements have been prepared in accordance with Canadiangenerally
accepted accountingprinciples(®* GAAP”) and includetheaccounts of theCompanyanditswholly
owned subsidiaries Gallivan and 124. All intercompany transactions and balances have been
eliminatedonconsolidation.

»

Commissions are recognized when earned & the effective or renewal date of the policy, net of
provision for return commissions due to policy cancellation and adjustments. The provision is
determinedby managementbasedonhistoricaldata. Fee or contractedrevenueisrecognized inthe
perioditisearned,netof aprovisionfornonrecoverabl eamounts.

Capital assets

Capital assets areinitially recorded at cost. Repairs and maintenance are charged to operations as
incurred. Amortization is computed using the straightlineordi mini shingbal ancemethodoverthe
remai ningesti mateduseful lif eofthecapi tal assetsasoutlinedbel ow:

Computersoftware dyearsstraightline
Computerequipment 30% diminishingbalance
Furnitureandfixtures 20% diminishingbalance

L easehol dimprovements straightlineoverthetermofthel ease
Building 4%diminishingbal ance
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GROUPWORKS FINANCIAL CORP.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
FOrRTHEYEARENDED AucusT 31, 2008

| ntanqgibl eassets

Intangibleassetswithafinitelif earerecordedatcostandareamortizedonastraight linebasisover
the period of expectedfuturebenefit. Customerrelationships andcontractsandacquisition cods are
amortizedonastraightlinebasisover10years.

Goodwill

At the acquisition date, goodwill is recorded at the excess of the purchase price of an acquired
businessover thefairvalueofthenetassetsacquired. On anannualbasis, management will review
thecarrying amountofgoodwillforpossible impairmentbyconductingatwo- step test. In the first
step, fair valueofthereportingunit,asdeterminedbyundiscountedcash flows, iscompared to its
carrying value. If the fair value is less than the carrying value, a second step will be conducted
wherebythefairval ueof goodwillisdeterminedonthesamebasi sasabusinesscombination. Iffair
valueofgoodwillislessthanitscarryingvalue,goodwill willbewrittendowntoitsestimatedfair
value.

L ong-livedassets

L ong-livedassetscomprise capital assets and intangibleassets subjecttoamortization. Long-lived
assets are reviewed annualy for impairment whenever events or changes in circumstancesindicate
that the carrying amount of an asset may not be recoverable. For purposes of evauating the
recoverability of long-lived assets, therecoverability tests areperformedusi ngundiscountedfuture
netcashfl owsoftheasset. Theamountofthe impairmentismeasuredasthedifferencebetweenthe
carrying valueandthefairval ueoftheassetandrecogni zedbywayof anadditional currentperiod
amortizationcharge.

Futurel ncometaxes

The asset and liability method is used to account for income taxes wherebyfuture tax assets and
liabilities are determinedbasedontemporarydifferences between thecarrying amount and the tax
basis of assets and liabilities. Future income tax assets and liabilities are measured using the
substantiallyenacted tax ratesthatwillbeineffectwhenthesedifferences areexpected to reverse.
Futureincometaxassets,ifany,arerecognizedonlytotheextentthat,i ntheopinionof management,
itismorelikelythannotthatfuturebenefitswillultimatel ybereali zed.

Stock-basedcompensation

TheCompanyusesthefairval uebasedmethodtoaccountforal | stock-basedpayments. Underthis
method, compensation cost is charged directly to earnings. Direct awards of stock granted to
employeesarerecordedat fairval ueonthedateof grantandtheassociatedexpensei samortizedover
the vesting period with a corresponding credit to contributed surplus. When stock options are
exercised, theproceeds, together with the amount recorded in contributed surplus, are recorded in
share capital. The fair value of stockoptions granted is estimated using theBlack- Scholes option
pricing model, taking into account amounts that are believed to approximate the volatilityofthe
tradingpriceoftheCompany'sstockandtherisk-freeinterestrate,asdeterminedatthegrantdate.

Earnings (loss)pershare

Basicearnings per shareiscal culatedbydividingincome availabletocommonsharehol dersbythe
wei ghtedaveragenumberof commonsharesoutstandi ngduringtheperiod.

Diluted earnings per share is calculatedbased on the treasury stock method , bydividing income
availabletocommonshareholders, adjusted for theeffects of dilutiveconvertible securities, by the
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GROUPWORKS FINANCIAL CORP.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
FOrRTHEYEARENDED AucusT 31, 2008

wei ghtedaveragenumberof commonsharesoutstandingduringtheperiodandal | additional common
sharesthatwoul dhavebeenoutstandinghadal | potential dilutivecommonsharesbeenissued. This
method computes the number of additional shares byassuming al dilutive options are exercised.
That total number of shares is then reduced by the number of common shares assumed to be
repurchased from thetotal of issuance proceeds, using the average market price of the Company's
common shares for theperiod. Theeffectofcontingentlyconvertibleinstrumentshasbeenincluded
inthecomputationofdil utedearningspershares.

M easurementuncertainty

The preparationofthefinancial statements requires managementtomakeesti matesandassumptions
whichaffectthereportedamountsofassetsandliabilities,and thediscl osureof contingentassetsand
liabilitiesatthedateofthefinancial statementsandrevenueandexpensesrecognizedfor theperiod
reported. By their nature, theseestimatesare subjecttomeasurementuncertainty and arereviewed
periodically andadjustments,ifnecessary,aremadeintheperiodinwhichtheyareidentified. Actua
resultsmaydifferfromtheseestimates.

Adoptionofnewaccountingstandards

Effective on September 1, 2007, the Company adopted Section 3855 “Financia instruments —
Recognitionandmeasurement” i ssuedbytheA ccountingStandardsBoard(“ AcSB”)oftheCanadian
I nstituteof CharteredA ccountants.

Section 3855 sets out criteria for the recognition and measurement of financial instruments and
requiresal Ifinanciali nstrumentswithinitsscope,includingderivatives,tobeaccountedforeitherat
fairvalue,orincircumstanceswherefairval uemaynotbeconsideredthemostrel evantinformation,
atcostoramortizedcost.Allfinancialinstrumentsarecl assifiedintooneoffivecategories,witheach
categorypossessi ngspecificrequirementsforinitial andsubsequentrecognitionandmeasurement.

Upon adoptionof Section 3855, the Companydesignated its cash as a held-for-trading, which is
accounted for at fair value. Accounts and other amounts receivable are classified as loans and
receivables, which are accounted for at amortized costs. Accounts payable and accrued liabilities,
long-term debt and other liabilities are classified as other financial liabilities, which are aso
accounted for at amortized costs. TheCompanyelected to continuetocapitalize transaction costs
incurred upon the issue of financial liabilities. Amounts paid to lenders and transaction costs are
considered in thecalculation oftheeffectiveinterestrateoffinancialliabilitiesandareamortizedto
interestexpenseusi ngtheeffectiveinterestmethod.

The followingisasummaryoftheaccountingmodeltheCompanyhasel ectedtoappl ytoeachofits
significantcategoriesoffinancialinstrumentsoutstandingatA ugust31,2008:

Cash Held-for-trading
Accountsreceivable L oansandreceivables
Bankindebtedness Otherfinancialliabilities
Accountspayableandaccruedliabilities Otherfinancialliabilities
DeferredRevenue Otherfinancialliabilities
Commissionspayable Otherfinancialliabilities
L ong-termdebt Otherfinancialliabilities
Deferredleaseinducements Otherfinancialliabilities
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GROUPWORKS FINANCIAL CORP.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
FOrRTHEYEARENDED AucusT 31, 2008

Theadoptionof Section3855hadnoeffectontheCompany’ s financia positionasatSeptemberl,
2007.

Effective on September 1,2007theCompanyal so adopted Section 1530 “Comprehensiveincome”
issuedbytheAcSB.Comprehensiveincome is thechangeinshareholders’ equity during a period
fromtransactionsandothereventsfromnon-owner sources. Section1530requirescertain gains and
losses that would otherwise be recognized as part of net income (loss) to be presented in “other
comprehensive income” until it is considered appropriate to be recognized in net income (l0ss).
Section1530al sorequiresthepresentati onof accumul atedothercomprehensivei ncome(l oss)andits
components. Accordingly, the Company now includes comprehensive income (loss) within its
consolidated statements of operations and comprehensive income (loss), and a statement of
sharehol ders’ equityasaseparatefinancial statement.

Newaccountingstandards

EffectiveonSeptember1,2008,theCompanywillberequiredtoadoptthefol lowingnewaccounting
standardsissuedbytheA ccountingStandardsBoard(“ AcSB”)oftheCanadianl nstituteof Chartered
Accountants:

Section3862" Financialinstruments — Disclosures’ replacesthediscl osurerequirementsof Section
3861 “Financia instruments — Presentation and disclosure”. Section 3862 will require additional
disclosureoftherisksassociatedwithfinancial i nstrumentsandof howthoseri sksaremanaged.

Section 1535 “Capital disclosures’ will require disclosure of information to enable users of the
financial statements to evaluate the Company’s objectives, policies and processes for managing

capital.

Also,theAcSBhasadoptedastrategi cplanunderwhichCanadianaccountingstandardsforpublicly-
listedcompanieswill convergewith International Financial ReportingStandards(“1FRS”)bytheend
of 2011. TheCompanyunderstands theretobematerial differences between Canadian GAAP and
I FRS,andisthereforemonitoringthisprojectwithaviewtounderstandingthepossibl ef utureeffects
ofthetransitiontol FRS.

3. CAPITALASSETS

Accumulated 2008 2007

Cost amortization Netbookvalue Netbookvalue

Building $ 430,813 $ 27,063 $ 403,750 $ 448,000
Furnitureandfixtures 164,103 42,839 121,264 144,871
Computerequipment 117,838 39,614 78,224 89,261
L easehol dimprovements 57,224 14,932 42,292 47,621
Computersoftware 45,370 14,618 30,752 25,707
$ 815,348 $ 139,066 $ 676,282 $ 755,460

Costincludesthefairval ueofthecapital assetsacquiredaspartoftheacquisitionsandadditions,net
of dispositionsmadeduringtheperiod.
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GROUPWORKS FINANCIAL CORP.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
FOrRTHEYEARENDED AucusT 31, 2008

4.

INTANGIBLEASSETS

Accumulated 2008 2007

Cost amortization  Netbookvalue Netbookvalue

Customercontracts $ 3000000 $ 350,000 $ 2,650,000 $ 2,950,000
Customerrel ationships 2,325,000 465,000 1,860,000 2,092,500
Acquisitioncosts 198,572 34,035 164,537 181,704

$ 5523572 $ 849,035 $ 4,674,537 $ 5,224,204

Cost represents fair val ueofintangibl eassetsacquired with eachentitypurchased. Amortizationof
intangi bl eassetsi snotdeductibl ef ortaxpurposes.

GOODWILL
2008 2007
Netbookvalue  Netbookvalue
Goodwill,beginningofyear $ 6,783,648 $ -
Acquisitions - 7,167,889
AdjustmenttoPurchasePrice: 128,853 (384,241)
Goodwill,endofyear $ 6912501 $ 6,783,648

During the year, the purchase price for certain acquisitions was adjusted to reflect better than
anti cipatedrevenuel evel sbeingachieved.

BANKINDEBTEDNESS
TheCompany’ sbankingfacilityprovidedforthreedistinctlinesof credit.

A maximum $100,000 operating line of credit which bears interest at prime plus 0.5% with no
specific repaymentterms.AsatAugust31,2008,theoutstandingbal ancei s$15,000(Fiscal 2007 —
$nil).

A maximum $250,000 operating line of credit which bears interest a prime plus 0.75% with no
specificrepaymentterms.AsatAugust31,2008,therei snooutstandi ngbal ance(Fiscal 2007-$nil).

Amaximum$100,000 smallbusinessl oanbearinginterestatprimepl us0.75%repayabl einmonthly
principa installments of $1,715.51 plus interest, due November 2008. As & August31, 2008 the
bal anceoutstandingi s$5,146(Fiscal 2007—$25,733).

The various debt facilities are secured by first collateral position over rea estateassets heldby the
CompanyandGallivanandageneral securityagreementovertheCompany’ sandGallivan’ sassets.
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GROUPWORKS FINANCIAL CORP.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS

FOrRTHEYEARENDED AucusT 31, 2008

INSURANCEPREMIUMLIABILITIESANDRELATEDCASHORCASHEQUIVALENTS

I nitscapacityasconsul tants,theCompanycoll ectspremiumsfromthei nsuredindividual orgroup(s)
and remits premiums, net of agreed deductions, such as taxes and commissions, to insurance
underwriters. These are considered flow-through items for the Company held in segregated trust
accountsand,assuch,thecashandinvestmentbal ancesaredeductedfromtherel atedliabilityandnot
includedintheconsolidatedbal ancesheetoftheCompany.

As a@August31,2008,theinsurancepremiumliabilitiesare:

Payabl etoi nsurancecompani esandinsured $ 1,609,753
individual sorgroups
L essrel atedcashorcashequivalents 1,609,753
$ -
SHARECAPITALANDWARRANTS
()SHARECAPITAL
Authorized:Unlimitedcommonvotingshares
Number of Price/
Common Average 2008 2007
Shares Price Amount Amount
Openingbalanceissuedand
outstanding 15,731,155 $0.49 $ 7,784080 $ 795,000
I ssuedduringtheyear:
Initial PublicOffering - - 4,140,000
Acquisitionof Thel nvestment
Guild - - 800,000
Acquisitionof Gallivan - - 2,443,590
WarrantOptionsexercised - - 51,000
Debtforshareexchange(i) 100,776 $0.51 51,396 -
Totalissuedduringtheperiod 100,776 $ 51,396  $ 7,434,590
Add: Warrantoptionscost - - 15,316
Less: Unitsissuecosts,netoffuture
taxes - (49,641) (460,826)
Endingbalanceissuedand
outstanding 15,831,931 $0.49 $ 7,785835 $ 7,784,080

(i)OnDecember3,2007,100,776commonshares & $0.51 persharewereissuedtosettleaportion
ofthevendortakebackl oanrel atingtothepurchaseof Buffett, Taylor.
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GROUPWORKS FINANCIAL CORP.

NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
FOrRTHEYEARENDED AucusT 31, 2008

(b)WARRANTS
2008 2007
WeightedAver age WeightedAverage
Number ExercisePrice Number Exer cisePrice
Outstanding, September1 3,891,000 $ 0.95 - $ -
Grantedwithinitial publicofferingandover-
alotment - 3,450,000 1.00
GrantedtoA gentascompensationforinitial
publicoffering - 441,000 0.60
Grantedforshort-termdebt - 85,000 0.60
3,891,000 3,976,000
Warrantopti onsexercised - (85,000) 0.60
Outstanding,August31 3,891,000 $ 0.95 3,891,000 $ 0.95

Each Unit issued (6,300,000 — initia public offering and 600,000 — over-alotment) as partofthe
initia public offering consistedof onecommonshareoftheCompanyandone-halfofoneshare
purchase warrant of the Company (each whole suchpurchasewarrant, a “Warrant”). Each Warrant
entitlestheholderthereoftoacquire, subjecttoadjustmentspursuanttothewarrantindentureunder
which theWarrants have been issued, oneCommonShareata price of $1.00 untilMay27,2009,
provided theclosingpriceof CommonSharesontheprincipal stockexchangeonwhichsuchshares
trade exceeds $1.20 for 20 consecutive tradingdays,thenthe Warrant term shall automaticaly be
reduced and the Warrants will expireonthedate30daysfollowingtheissuanceofa pressrelease
announcingthereducedWarrantterm.

PursuanttotheA gency A greement,theAgentreceivedCompensationWarrantsentitlingtheAgentto
purchase such number of Common Shares equal to 7% of 6,300,000 units sold during the initial
public offeringandanadditional 42,000uponexercisingtheover-all otmentoption bothatapriceof
$0.60per Common Sharefor a period of 24 monthsfromthe dateof suchissuance(May27,2009
andJune6,2009,respectively).

9. STOCKBASEDCOMPENSATION

On September1,2006theCompanyadoptedastockoptionplantoreserveamaximumof 2,000,000
commonsharesforoptionstobegrantedtodirectors,officers,empl oyeesandserviceprovidersof the
CompanyontermsthatthedirectorsoftheCompanymay determinewithinthelimitationssetforthin
the StockOptionPlanorbysecurityregulators. The stockoptionsarevestedasto25%atthedateof
thegrantand25%everysixmonthsthereafter.

OnJanuary4,2008,attheA nnual Special M eetingoftheSharehol ders,thesharehol dersapprovedan
amendment to the stock optionplan,reducingte maximum common shares reserved for issuance
from2,000,000common shares to1,573,115commonshares,being 10% ofthepresentlyissuedand
outstandingcommonsharecapital of the Company. Under the plan, the numberof common shares
reservedforissuancei naggregateshal | notexceed10%ofthetotal numberofissuedandoutstanding
commonsharesonanon-dilutivebasis.
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ChangesinstockoptionsduringtheyearsendedAugust31,2008and2007areasfol | ows:

2008 2007
Weighted Weighted
Number of average Number of average
options  exerciseprice options  exerciseprice
Outstanding,beginningofyear 1,400,000 $ 060 - $ -
Awarded 150,000 0.53 1,400,000 0.60
Cancelled - - - -
Expired (296,000) 0.60 - -
Outstanding,endofyear 1,254,000 $ 059 1,400,000 $ 0.60
Exercisable,endofyear 1,159,000 $ 0.60 680,000 $ 0.60

Thefoll owingtabl esetsforthinformationrel atingtostockoptionsoutstandingasatA ugust31,2008
(nooptionswereexercisedintheperiod):

Number Weighted Number
Outstanding Average Weighted exercisable Weighted
Rangeof at remaining average at average
exercise August31, contractual exercise August31, exercise
Expiry prices 2008 _life(inyears) price 2008 price
Nov23,2011 $ 0.60 1,024,000 3.23 $ 0.60 1,024,000 $ 0.60
Jun27,2012 0.64 80,000 3.82 0.64 60,000 0.64
Sepl7,2012 0.67 75,000 4.05 0.67 37,500 0.67
Feb27,2013 0.38 75,000 4.50 0.38 37,500 0.38
$0.38t0$0.67 1,254,000 3.39 $ 0.59 1,159,000 $ 0.60

TheCompany appliesthefairval uemethodusingtheBlack- Scholesoptionpricing mode to account
forstockoptionsgrantedtoempl oyees,directorsandserviceprovidersoftheCompany.

During the quarter endedNovember 30, 2007, the Company approved a total of 75,000 options to
purchase common shares of the Company to a director of which37,500 have vested resulting in a
stock-based compensation expense of $6,282. During the quarter ended February 29, 2008, the
Companyapprovedatotal of 75,0000pti onstopurchase commonsharesoftheCompanytoadirector
of which18,750havevestedresultinginastock-basedcompensation expenseof$3,610. Duringthe
year, a further 680,000 stock options vested resulting in stock-based compensation expense of
$124,070 for a total of $133,962, with a corresponding increase in contributed surplus. A total of
296,0000pti onsexpiredunexercisedduringtheyearendedAugust31,2008.

2008 2007
Risk-freeinterestrate 4.10% 4.21%
Dividendyield 0.00% 0.00%
Volatilityfactorofexpectedmarketpriceofthe
Company’ sshares 25%-40% 24%- 40%
Weightedaverageval ueof optionsgrantedduringthe
year $0.17-$0.21 $0.18-$0.26
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TheBlack-Schol esoptionpricing model was developedfor use in estimatingthe fairval ueof stock
optionsthat have novestingprovisionsandarefullytransferable. Optionpricingmodel srequirethe
inputof highlysubj ectiveassumptionsincludingtheexpected pricevolatility. TheCompanyuses
expectedvolatility rates which are based upon historical volatility rates. Changes in the subjective
inputassumptionscanmaterial lyaffectthefairval ueestimate.

10. RELATEDPARTYTRANSACTIONS

In addition to transactions disclosed elsewhere in the financia statements, the financia statements
include the following transactions and balances with directors and officers or shareholders. All
transactions arei nthenormal courseof operati onsandaremeasuredattheexchangeamount,whichis
theconsiderationamountagreedtobytheparties:

2008 2007
Revenue(i) $ 93039 $ 62,583
Expenses
Salaries,wages& benefits(ii) 284,688 372,323
Commissions(iii) 416,769 366,719
Generalandadministrative(iv) 74,316 -
Interestexpense(v) 129,266 102,457
Accountsreceivable(i) 23,253 26,577
Commissionadvances(iii) - 78,721
Accountspayable& accruedliabilities(vi) 44,599 419,221
Commissionspayable(iii) 66,747 -
Currentportionoflong-termdebt(vii) 1,039,610 1,020,848
Long-termdebt(vii) 274,140 1,179,942

(i) Consultingfeerevenueof$20,832earnedfromaclientthathastwodirectorsandsharehol ders
whoareal sodirectorsandsharehol dersoftheCompanyisrecei vabl eatyearend(Fiscal 2007
—$26,577). Also$2,421(Fiscal2007-nil)relatestoexpensestoberecoveredfromtheChief
ExecutiveOfficer.

(i) Salaries, wages and benefits paid to the former Chief Executive Officer who was both a
sharehol deranddirectoroftheCompanyandtothecurrentChief Executive.

(iii) Commissionpaymentstotaling$271,300weremadeduringtheperiod(Fiscal 2007-$445,440)
toDirectorsof the Company who areal soemployees. Anadditional $66,747 (Fiscad 2007 -
Commissionadvancesof$78,721)i sowedtothesei ndividual sandisincludedinCommissions

payable.

(iv) Consulting fees are paid to a vendor that has two directors and shareholders who are also
directorsandsharehol dersoftheCompany. Duringtheyear,consultingfeeswerepaidtothe
formerCEO,whowasadirector.

(v) Cash interestpaymentsof$22,225 (Fiscal 2007-$49,931)weremadetocertaindirectorsand
sharehol dersoftheCompany. Accretiveinterestof$26,168(Fiscal2007-$41,123)(included
inthel ongtermloanbal ance)al soaccruedtotheseindividual sduringthequarter. Interestof
$80,873(Fiscal 2007-$11,403)onthevendortakebackl oanwasaccruedtothebenefitofthe
ChiefExecutiveOfficer.
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(vi) Accrued interest on thevendortake back loan amounting to $42,905 (Fiscal 2007-11,403)
waspayabletothe Chief ExecutiveOfficer and$1,694(Fiscal 2007-nil)ofconsultingfees
payable to a vendor that has two directors and shareholders who are also directors and
sharehol dersoftheCompany.

(vii) Represents vendor take back debt on acquisitions (note 12) owed to the Chief Executive
OfficerandcertaindirectorsoftheCompany.

11. FINANCIALINSTRUMENTS
FairValue

TheCompany’ scarryingval ueof cash,accountsrecei vabl e, bankindebtedness andaccountspayabl e
and accruedliabilitiesand commissions payable approximatetheirfairval ues due totheimmediate
orshorttermmaturityoftheseinstruments.

The carrying value of the long term debt approximates its fair value as the interest rates are
consistentwiththecurrentratesofferedtotheCompanyfordebtwithsimilar.

Carryingval ueandfairval ueof financial assetsandliabiliti esaresummarizedasfol | ows:

Classification Carryingvalue Fairvalue
Held-for-trading $ 654,732 $ 654,732
Loans andreceivables $ 658,155 $ 658,155
Otherfinancialliabilities $ 4,060,779 $ 4,060,779
CreditRisk

Credit risk arises from the potential that a counter party will fail to perform its obligations. The
Companyis exposed to credit riskfrom customers. In order to reduceitscreditrisk,theCompany
reviews a newcustomer's credit historybeforeextendingcreditandconductsregular reviews of its
existing customers credit performance. An alowance for doubtful accounts is established based
uponfactorssurroundingthecreditri skof specifi caccounts,historicd trends andotherinformation.
TheCompanyhasasi gnificantnumberof customerswhichminimizesconcentrationof creditrisk.

Itismanagement’ sopinionthattheCompanyisnotexposedtoprice andcurrencyriskarisingfrom
thesefinancialinstruments.
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12. LONG-TERMDEBT

2008 2007

V endortakebackloanbearinginterestat 7%perannum,andamortized
overl5years.TheloanmaturesonSeptember1,2021andissecuredby
assets of the Company and is subordinated to the bank indebtedness.
This amount is due to shareholders and employees of the Company.
(notel8(2)) $ 300069 $ 350401

Vendor teke back loan bearing no interest per annum, with one
remaining installment. Theloanmatures on September 1, 2008 andis
secured by the assets of The Investment Guild. The loan has been
discountedby7%toarriveatthefairval uewhichisthepresentval ueof
the future cash flows. This amount is due to shareholders and
employeesoftheCompany. Thel oanissubjecttoadjustmentsrel ated
tospecificperformancemeasuresoftheacquiredbusiness.(notel) 426,478 628,594

Vendor take back loan bearing no interest per annum, with two
remaining equal installments of $551,043. The loan matures on
September 1, 2009 and is guaranteedby ThelnvestmentQGiild. The
loanhasbeendiscountedby 7%toarriveatthefairval uewhichisthe
presentval ueofthefuturecashflows. TheCompany hastheoptionto
settle up to $551,043 of the remaining balance of the loanbyissuing
common sharesataval ueequalto theirfairmarketval ueatthetimeof
each installment payment.Theloan issubjecttoadjustmentsrel atedto
specificperformancemeasuresoftheacquiredbusiness.(notel8(4)) 1,066,036 1,347,338

Vendor take back loan bearing interest of 7% per annum, with one
remaininginstallment. Theloanmatures on July 5, 2009.Theloanis
securedbytheassetsof Gallivan. T hisamountisduetosharehol der sof
the Company. The loan is subject to adjustments related to specific
performancemeasuresoftheacquiredbusiness. (notel) 587,203 1,221,796

2,379,786 3,548,129

L esscurrentportion 1,590,653 1,371,891

L ongtermdebt $ 789,133 $ 2,176,238

Principal repaymenttermsareapproximately:

2009 $ 1,590,653
2010 542,767
2011 29,754
2012 31,873
2013 34,144
Thereafter 150,595

$ 2,379,786
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13.

I nterestexpensei ntheyearconsi stsofthefol lowing:

2008 2007

Accretiveinterestondi scountedvendortake-backloans $ 100,601 $ 142,351
Shorttermloan - 66,237
V endortake-backl oaninterest 103,098 64,186
Warrantoptionscost - 15,316
Bankindebtedness 1,863 7,561
I nterestincome (36,893)- -
$ 168,669 $ 295,651

INCOMETAXES

Theprovisionfor(recoveryof)incometaxesdiffersfromtheprovisioncomputedatthestatutory
rates duetothevariousadjustmentsoutlinedbel ow:

2008 2007
I ncome(loss)subjecttoincometaxes $ 236,521 $ (312,268)
Statutorytaxrate 34.37% 36.12%
Incometaxesatstatutorytaxrates $ 81,292 $ (112,791)
Adjustmentstoincometaxes
Temporarydifferences
I ntangi bl eassetsamorti zation 189,847 107,158
Equityissuancecosts (47,235) (21,868)
Financingfees (9,100) (6,826)
Depreciation 4,801 4,371
Other 38,649 4,708
Currentperiodadjustments
Recaptureof capital costall owance - 92,286
Nondeductibleinterest 34,576 64,321
Capital assetwrite-of f 9,050 17,579
Capital gainonsal eof assets - 4,390
Nondeductibleexpenses 16,273 5,766
Smallbusinesstaxrate - (45,698)
Currentincometaxes $ 318153 $ 113,396
Recover yoffutureincometaxes $ (230,614) $ (11,450)

SignificantcomponentsoffutureincometaxassetsandliabilitiesasatA ugust3lareasfoll ows:

2008 2007
Futureincometaxassets

Equityissuecosts $ 176693 $ 226,334

Futureincometaxliabilities
Assetbasisdifferences 54,572 114,025
Amortization-customerrel ationshi psandcontracts 1,629,012 1,821,351
Deferredcosts 28,004 6,825
$ 1,711,588 $ 1,942,201
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14.

15.

16.

COMMITMENTSANDCONTINGENCIES

The CompanyleasespremisesunderlongtermleasesthatexpireonAugust31,2010,December31,

2010andApril 30,2015

The Company has long termleasesrelatedto various officepremi sesandofficeequipment. Future

minimuml easepay mentsasatA ugust31,2008areasfol | ows:

2009 $ 292,225
2010 317,131
2011 203,145
2012 152,214
2013 153,881
Thereafter 261,469

$ 1,380,065

In the ordinary course of business, the Company is involved in litigation and other claims. It is
management’s opinion that theultimateoutcomeofthese matterswillnot have a material adverse

effectonthefinancial positionoroperatingresultsoftheCompany.

CASHFLOWSUPPLEMENTARY INFORMATION

2008 2007
Interestpaid $ 76,825 $ 123,300
Incometaxespaid $ 139,672 $ 10,571
During the years ended August 31, 2008 and 2007, the Company had non-cash transactions as
follows:
2008 2007
INVESTINGACTIVITIES
Depositforacquisition - 50,000
Businessacquisitions (128,856) (7,403,984)
Cashflowusedbyinvestingactivities (128,856) (7,353,984)
FINANCINGACTIVITIES
Proceeds from long-termdebt - 4,110,394
Repaymentoflong-termdebt 77,460 -
Commonstockissued 51,396 3,243,590
Cashflowprovided(used)byfinancingactivities 128,856 7,353,984

PENSIONPLAN

Certain employees of theCompany’s Buffett Taylor Division participate in a defined contribution
pensionplan. Contributions to the planbytheCompanytotaled $26,667 in 2008 (Fiscal 2007 —
$28,496). The amount is included in the salaries, wages and benefits expense in these financial

statements.
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17.

18.

COMPARATIVEFIGURES

The prioryear comparative figures wereaudited byHorwathOrensteinL L P,thepredecessorfirmof
Meyers Norris PennyLLP.

Certain comparative figures have been reclassified to conform to the presentation adopted in the
currentyear.

SUBSEQUENTEVENTS

1. OnSeptember1,2008,theCompanyamal gamatedwithitswhollyownedsubsidiaries,Gallivan&
AssociatesStudentNetworksl nc.and12466890ntarioL imited.

2. OnSeptember 26, 2008, theCompanyclosedthesal eofitsbuilding. The proceeds of the sale
were used to retire the mortgage outstanding on the property. The net redlizable value was
$26,330 lower than thecarryingvalue of the building and as a result the carrying value of the
capital assetwasadj usted.

3. Effective November7,2008,themaximum$250,0000peratinglineofcredit (note6),whichhas
aninterestrateatprimeplus0.75%,wasterminated.

4. On October31,2008,apaymentof$275,521wasmadetosati sfytheminimumcashpay mentof
thevendortakebackl oanontheBuffett, Taylor& A ssociatesl nsuranceA genciesl nc.acquisition.
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