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CONSOLIDATED BALANCE SHEETS (unaudited)

January 31 October 31
2005 2004
$ $
ASSETS
CURRENT ASSETS
Cash and cash equivalents (Note 3) 214,277 11,334
Accounts receivable 153,132 64,848
Inventory (Note 4) 400,303 430,688
Prepaid expenses 6,671 12,942
774,383 519,811
INTELLECTUAL ASSETS AND PROPERTY AND EQUIPMENT (Note 5) 236,926 231,577
1,011,309 751,389
LIABILITIES
CURRENT LIABILITIES
Accounts payable and accrued liabilities 610,255 596,589
Deferred revenue 548,702 506,225
1,158,957 1,102,814
Convertible debenture due within one year (Note 6) 1,000,000 1,000,000
Secured debt due within one year (Note 11) 1,419,819 1,370,232
3,578,776 3,473,046
SHAREHOLDERS’ EQUITY
Share capital (Note 8) 5,095,800 5,095,800
Deficit (7,663,267) (7,817,457)
(2,567,467) (2,721,657)
1,011,309 751,389

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



Cencotech Inc.

CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICITS (unaudited)
For the three months ended January 31

2005 2004
$ $
REVENUE 656,601 363,213
COST OF SALES 195,285 182,460
GROSS PROFIT 461,316 180,753
EXPENSES
Selling 50,563 145,569
General and administration 151,779 161,099
Development - 103,193
Amortization 24,756 23,691
Interest on convertible debenture and secured debt 80,028 62,741
307,126 496,293
NET INCOME (LOSS) 154,190 (315,540)
DEFICIT, beginning of period (7,817,457)  (6,575,875)
DEFICIT, end of period (7,663,267) (6,891,415)
INCOME (LOSS) PER SHARE (Note 9) 0.01 (0.02)

The accompanying notes are an integral part of these consolidated financial statements. 2



Cencotech Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS (unaudited)

For the three months ended January 31

2005 2004
$ $
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) 154,190 (315,540)
Non-cash item:
Amortization 24,756 23,691
178,946 (291,849)
Changes in:
Accounts receivable (88,284) 63,466
Inventory 30,385 118,799
Prepaid expenses 6,271 12,211
Accounts payable and accrued liabilities 13,666 (81,447)
Deferred revenue 42,477 207,905
183,461 29,085
INVESTING ACTIVITIES
Purchase of intellectual assets and property and equipment (30,105) (1,249)
FINANCING ACTIVITIES
Increase in secured debt 49,587 32,494
49,587 32,494
NET INCREASE (DECREASE) IN CASH DURING THE PERIOD 202,943 60,330
CASH, beginning of period 11,334 14,762
CASH, end of period 214,277 75,092
Cash flows from operating activities include:
Interest paid: - 30,247
The accompanying notes are an integral part of these consolidated financial statements. 3



Cencotech Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
January 31, 2005

1. NATURE OF OPERATIONS AND BASIS OF PRESENTATION

Cencotech Inc. (the “Company”) was formed under the provisions of the Business Corporations Act of
Alberta on January 29, 1997 and continued under the provisions of the Business Corporations Act of
Ontario on October 31, 1999.

The Company was formed to acquire and manage emerging high technology enterprises with sound
business solutions for their customers. The Company’s wholly-owned subsidiary, NamSys Inc.
(“NamSys”) provides software and hardware systems solutions for currency management and processing
for the banking and merchant industries principally in North America.

These consolidated financial statements have been prepared on the basis of accounting principles
applicable to a going concern. As at January 31, 2005 the Company has an accumulated deficit of
$7,663,267 (October 31, 2004 - $7,817,457) and earned net income of $154,190 for the three months
ended January 31, 2005 ( 2004 - $315,540). The ability of the Company to continue as a going concern
and the recoverability of the amounts shown for assets is dependant on the ability of the Company to
achieve profitable operations, to raise additional debt or equity financing or curtail operations. Failure to
continue as a going concern would require restatement of assets and liabilities on a liquidation basis,
which could differ materially from the going concern basis.

2. SIGNIFICANT ACCOUNTING POLICIES

Basis of presentation

These interim financial statements are prepared in accordance with Section 1751 of the Canadian Institute
of Chartered Accountants Handbook. Not all disclosures required by generally accepted accounting
principles for annual financial statements are presented herein, and accordingly, these statements should
be read in conjunction with the audited financial statements of October 31, 2003, to which the reader is
assumed to have access.

These interim financial statements follow the same accounting policies and methods of application as the
October 31, 2003 financial statements except as noted here. In November 2003, the CICA revised
Handbook Section 3870, Stock-based Compensation and other Stock-based Payments, with respect to
the accounting for stock-based compensation and other stock-based payments. The revised
recommendations require that beginning January 1, 2004, the fair-based method be used to account for
all employee stock awards. Under this method, compensation cost is measures at the fair value at the
date of granting to the employee and is expensed over the award’s vesting period. In accordance with
one of the transitional provisions permitted under Section 3870, the Company has elected to early adopt
the new recommendations effective November 1, 2003 and prospectively apply the standard for employee
stock awards after November 1, 2003.



Cencotech Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

January 31, 2005

3. INVENTORY

January 31 October 31
2005 2004
$ $
Raw materials and parts 268,202 298,786
Finished goods 447,271 447,271
715,473 745,858
Less: Provision 315,170 315,170
400,303 430,688
5. INTELLECTUAL ASSETS AND PROPERTY AND EQUIPMENT
January 31, October 31,
2005 2004
Cost Accumulated Net Book Net Book
Amortization Value Value
$ $ $ $
Intellectual Assets
Recognition technology
Software 200,720 200,720 - -
Hardware 12,004 11,687 317 344
Self-service technology 221,679 221,679 - -
Software 12,935 12,935 - -
Trademarks and patents 307,863 188,224 119,639 133,767
755,201 635,245 119,956 134,111
Property and Equipment

Office equipment 197,009 137,914 59,095 62,203
Showroom and lab equipment 43,055 43,055 - -
Leasehold improvements 181,047 123,172 57,875 35,263
421,111 304,141 116,970 97,466
1,176,312 939,386 236,926 231,577




Cencotech Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
January 31, 2005

6. CONVERTIBLE DEBENTURE DUE WITHIN ONE YEAR

The convertible debenture in the principal amount of $1,000,000 (2004 - $1,000,000) is secured by a
charge against the Company’s assets. The debenture bears interest at 12% per annum payable monthly.
The debenture was issued on December 28, 2001 and was repayable on July 31, 2004, if not previously
converted into shares or redeemed under the terms of the debenture. The term may be extended upon
mutual agreement of the parties. The Company has the right to call the debenture for redemption at any
time on five days notice. The debenture does not restrict the Company’s ability to incur additional debt
security and ranks behind the security of any bank indebtedness.

The debenture remains outstanding. The Company is currently in negotiations to extend the debenture;
until it does the debenture remains due upon demand.

7. FINANCIAL INSTRUMENTS
It is management’s opinion that the Company is not exposed to significant interest rate or credit risk
arising from its financial instruments. The Company is exposed to foreign exchange risk as accounts
receivable net of accounts payable at January 31 include U.S. $51,664 (October 31, 2004- U.S. $18,222).
The fair value of the financial instruments with short-term maturities approximates their carrying value.
The fair value of the convertible debentures is not determinable.

8. SHARE CAPITAL
Authorized

Unlimited number of common shares
Unlimited number of preferred shares

Issued and outstanding

Issued common shares of the Company are as follows:

Number Stated
of Shares Capital
$
Balance, October 31, 2003, 2004 and January 31, 2005 15,818,332 5,095,800

Common shares reserved for issuance

Common shares reserved for issuance are a result of grants of options under a share option plan
established by the Company whereby Officers, Directors and selected Employees can be granted options
to purchase common shares of the company.



Cencotech Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
January 31, 2005

8.

10.

SHARE CAPITAL (continued)
There are a total of 440,000 common shares reserved for issuance (October 31, 2004 — 490,000) as
follows:

Price Expiry Date Number
$

Balance — Common shares reserved for issuance,
October 31, 2003 3,710,303
2004
Issued under the Company’s share option plan during

the year

Forfeited 0.50 (190,000)
Convertible debenture - conversion feature expired (3,030,303)
Balance — Common shares reserved for issuance,
October 31, 2004 490,000
2005
Issued under the Company’s share option plan during

the year

Forfeited 0.50 (50,000)
Balance — Common shares reserved for issuance,
January 31, 2005 440,000

INCOME (LOSS) PER SHARE

The Income (loss) per share figures have been calculated using the weighted-average number of
common shares outstanding during the respective fiscal periods, which amounted to 15,818,332 for the
three months ended January 31, 2005 and 2004. The diluted income (loss) per share for the three months
ended January 31, 2005 and 2004 have not been presented as the exercise of the outstanding stock
options and the conversion of convertible debentures would be anti-dilutive.

INCOME TAXES

The provision for income taxes reflects an effective tax rate that differs from the corporate tax rate for the
following reasons:

2005 2004

$ $
Combined basic Canadian federal and provincial income tax rate 36.12% 36.62%
Provision (recovery of) for income taxes based on above rate 55,693 (125,438)
Valuation allowances (55,693) 125,438

Recovery of income taxes per Statement of Operations - -




Cencotech Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
January 31, 2005

10. INCOME TAXES (continued)

1.

The tax benefit of tax losses carry forward has not been reflected in these financial statements.

The Company also has available investment tax credits of approximately $260,000 to reduce future
income taxes payable, expiring $7,000 in 2006, $79,000 in 2008, $129,000 in 2009, and $45,000 in 2010.
Based upon the information outlined in Note 1, there is not presently reasonable assurance that the
investment tax credits will be realized in whole or in part in future periods.

RELATED PARTY TRANSACTIONS
The following summarizes the Company’s related party transactions:

a) Rent and administration in the amount of $11,235 was paid in the three month periods ended, January
31, 2005 (2004 - $10,500) to a company that is partially owned by the President of the Company.

b) Included in accounts payable and accrued liabilities are amounts due to directors of $29,400 (January
31, 2004 — $19,300).

c) In 2003, a company controlled by the President of Cencotech entered into a new loan agreement (“the
Credit Facility”) with the Company on the basis of the security purchased from the bank. The Credit
Facility with the Company replaced the previous bank loan and temporary loan arrangements which
have been retired. Interest at the rate of 15% per annum is calculated and compounded monthly.
Under the terms of the Credit Facility all indebtedness was to have been paid by October 31, 2004.
The Credit Facility is secured by the previous bank security being a general security agreement
constituting first ranking security interest in all property of the Company’s subsidiary and a
postponement and assignment of claim signed by the Company.

Under the terms of the Credit Facility as amended, the Company has agreed to a facility fee of
$70,000 which is due on the date of repayment of all indebtedness under the facility.

The loan negotiations with the related party were undertaken by unrelated members of the parent
Company’s Board of Directors, expressly established as an ad hoc committee for the purpose of
acquiring the necessary financing for the Company.

As at January 31, 2005, the indebtedness under the Credit Facility is $1,419,819 (January 31, 2004 -
$1,044,335). Accounts payable and accrued liabilities include interest payable under the Credit
Facility of $14,671 (2004- $13,168). Interest expense related to the Credit Facility during the three
months ended January 31 was $49,781 (2003 - $32,494).

These transactions are in the normal course of operations and are measured at the exchange amount,
which is the amount of consideration established and agreed to by the parties.



Cencotech Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
January 31, 2005

12. COMMITMENTS

13.

The Company has leased operating premises for the next five years at a rental charge as follows:

—

2005 50,162
2006 60,000
2007 60,000
2008 10,000
2009 - -
180,162

SEGMENTED INFORMATION

The Company sells and maintains emerging high technology systems to customers located in Canada and
the United States. The Company’s geographic information by product group is as follows:

(0]

Software Self-Service Systems @ Peripheral iy Total
2005 2004 2005 2004 2005 2004 2005 2004
$ $ $ $ $ $ $ $
Domestic 35,014 43,696 - - - - 35,014 43,696
u.s. 522,017 158,191 99,570 98,952 - 62,374 621,587 319,517
Total 557,031 201,887 99,570 98,952 - 62,374 656,601 363,213

O Software Sales — Software sales include revenues from the sale of license agreements to use the
Company’s software products, upgrading existing license holders’ systems, training and consulting
client employees and from recurring revenues for maintenance and product support.

Self-Service System Sales — Self-service system sales includes actual sales of systems, license
fees for the software employed in the systems and recurring product support maintenance fees.
Peripheral Sales — Peripheral resales record the sales of other vendors’ products, to the Company’s
clients, concurrent with the implementation of a solution by the Company.

All of the Company’s capital assets are located in Canada.

(i)

(iii)



