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CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors
Veltex Corporation
Chicago, lllinois

INDEPENDENT ACCOUNTANTS' COMPILATION REPORT

Management is responsible for the accompanying financial statements of Veltex Corporation
(a Utah corporation), which comprise the balance sheet as of June 30, 2016, the related
statements of operations for the three and six mionths ended June 30, 2016, and the
statements of stockhholders' equity/(deficit) and cash flows for the six months ended June 30,
2016, and the related notes to the financial statements in accordance with accounting
principles generally accepted in the United States of America. We have performed a
compilation engagement in accordance with Statements on Standards for Accounting and
Review Services promulgated by the Accounting and Review Services Committee of the
AICPA. We did not audit or review the financial statements nor were we required to perform
any procedures to verify the accuracy or completeness of the information provided by
management. Accordingly, we do not express an opinion, a conclusion, nor provide any form
of assurance on these financial statements.

The accompanying financial statements have been prepared assuming that the Company will
continue as a going concern. As discussed in note 4 to the financial statements the Company
has an accumulated deficit and no current operations which raises substantial doubt about
the ability to continue as a going concern. Management's plans regarding these matters are
also described in note 4 to the financial statements. The financial statements do not include
any adjustments that might result from the outcome of this uncertainty.

Sgnasic o

September 19, 2016
Oak Park, lllinois
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VELTEX CORPORATION
BALANCE SHEET
JUNE 30, 2016
(A COMPILATION)

ASSETS
Cash
Legal judgements (note 5)

TOTAL ASSETS

LIABILITIES
Due to management company {note 3)
Accounts payable

TOTAL LIABILITIES

STOCKHOLDERS' EQUITY (DEFICIT)
Capital stock-voting, $.001 par value; 200,000,000 shares
authorized; 64,351,677 shares issued and outstanding
of which 3,205,534 shares are held as treasury stock

Additional paid-in capital
Accumulated deficit
Less treasury stock, at cost

Total Stockholders' Deficit

TOTAL LIABILITIES AND STOCKHOLDERS' DEFICIT

9,545

9,545

68,455
102,400

170,855

64,352
1,881,072
(2,103,528)

(3,208)

(161,310)

$

9,545

See accompanying notes and independent accountants' compilation report.
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VELTEX CORPORATION

STATEMENTS OF OPERATIONS
THREE AND SIX MONTHS ENDED JUNE 30, 2016

REVENUE

EXPENSES

Bad debt

Management fees (note 3)
Professional fees

Press releases

Rent (note 2)

Stock option expense (note 6)
Office expense

OTC compliance

Meals and entertainment
Transfer agent fees
Travel

Taxes and licenses
Various expenses

Total Expenses

LOSS FROM OPERATIONS

INCOME TAXES

NET LOSS

(A COMPILATION)

Three Months Ended
June 30, 2016

Six Months Ended
June 30, 2016

$ . $ :
1,300 1,300

22,500 37,500

129,337 136,931

; 9,643

3,981 7,942

; 13,000

3,581 8,034

10,163 11,163

5,156 7,380

7,944 11,001

5,990 8,902

; 822

3,000 6,000

192,952 259,618
(192,952) (259,618)
$ (192,952) $ (259,618)

See accompanying notes and independent accountants' compilation report.
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Balances at January 1, 2016

Stock options granted and exercised
Restricted shares issued to directors for cash
Restricted shares issued for cash

Net loss for period

Balances at June 30, 2016

VELTEX CORPORATION
STATEMENT OF STOCKHOLDERS' EQUITY / (DEFICIT)
SIX MONTHS ENDED JUNE 30, 2016
(A COMPILATION)

Additional Total
Common Stock Paid-In Accumuiated Treasury Stock Stockholders'

Shares Amount Capital Deficit Shares Amount Equity / {Deficit)
61,476,677 3 61,477 1,593,447 $ (1,843,810) 3,205534 % (3,208) $ {192,192)
100,000 100 12,900 - - - 13,000
2,150,000 2,150 212,850 - - - 215,000
625,000 625 61,875 - - - 62,500

- - - {259,618) - - (259,618)
64,351677 $ 64,352 $ 1,881,072 § (2103,528) 3205534 % (3.206) § (161,310

See accompanying notes and independent accountants' compilation report.
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VELTEX CORPORATION
STATEMENTS OF CASH FLOWS
SIX MONTHS ENDED JUNE 30, 2016

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss $ (259,618)
Adjustments to reconcile net loss to net cash
used in operating activities -

Stock option expense 13,000
Changes in:
Due to management company (139,305)
Accounts payable and accrued expenses 87,459
Net Cash Used in Operating Activities (298,464)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from sale of common stock 277,500
Net Cash From Financing Activities 277,500
NET DECREASE IN CASH (20,964}
CASH AND CASH EQUIVALENTS:
Beginning of period 30,509
End of period B 9,545

SUPPLEMENTARY DISLOSURES OF CASH FLOW INFORMATION:

Cash payments for:
interest $ -

Income Taxes $ -

See accompanying notes and independent accountants’ compilation report.
5



VELTEX CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016
(A COMPILATION)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business - Veltex Corporation (the "Company") was incorporated in Utah September 17,

1987, and is a holding corporation, which currently maintains its corporate headquarters in Chicago,
llinois. The Company's common shares trade OTC Markets under the symbol VLXC. The
Company seeks to enhance shareholder value through aggressive recuperation of lost resources
and assets while maximizing the worth of those recovered. The Company is also pursuing other
avenues worldwide of enhancing shareholder value. Prior to 2008, the Company operated in the
textile industry.

Basis of Accounting - The financial statements of the Company have been prepared on the accrual
basis of accounting and accordingly reflect all significant receivables, payables and other liabilities.

Cash Equivalents - All highly liquid investments with maturities of three months or less when
purchased are considered cash equivalents. ’

Income Taxes - The Company accounts for income taxes under the provisions of ASC 740,
"Income Taxes". Deferred tax assets and liabilities are provided for temporary differences between
financial reporting basis and the tax basis of the Company's assets and liabilities at enacted tax
rates expected to be in effect when such amounts are realized or settled, subject to a valuation
allowance where uncertainty exists as to the ultimate recoverability of net deferred tax assets. The
Company's various Federal and state tax returns are subject to examination by the IRS or other
taxing authorities, generally for three years after they were filed.

The last Federal tax examination was completed in February 2015 for the years ending 2004
through 2009. The result of the examination was a no change letter. Management does not believe
that the results of any future examination will have a material effect on the financial position of the
Company.

The income tax accounting process for uncertainty in income taxes prescribes a recognition
threshold and measurement attribute for the financial statement recognition and measurement of a
tax position taken, or expected to be taken, in a tax return. A company must determine whether it is
"more-likely-than-not" that a tax position will be sustained upon examination, including resolution of
any related appeals or litigation procedures, based on the technical merits of the position. Once it is
determined that a position meets the “more-likely-than-not” recognition threshold, the position is
measured to determine the amount of benefit to recognize in the financial statements.
Management's review of the Company’s possible tax positions at March 31, 2016, did not result in
any positions requiring disclosure. Should the Company need to record interest and/or penalties
related to uncertain tax positions, or other tax authority assessments, it would classify such
expenses as part of the income tax provision.

Subsequent Events - The Company has evaluated subsequent events through September 19, 2016,
the date which the financial statements were available to be issued.

See accompanying independent accountants' compilation report.
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VELTEX CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016
(A COMPILATION)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Use of Accounting Estimates - The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

2. LEASE OBLIGATIONS

The Company leases its corporate office space and two storage units under a sub-lease agreement
in downtown Chicago lllinois. The Company currently operates on a month to month basis. Total
rent expense for the three and six months ended June 30, 2016 was $3,961 and $7,942,
respectively.

3. RELATED PARTY TRANSACTIONS

The Company has a management contract with a related party (First Options of Chicago inc., a
Delaware corporation) to provide the Company's management services. The Company has accrued
amounts due to First Options of Chicago Inc. of $37,500 for the six months ended June 30, 2016,
for management services. At June 30, 2016, First Options of Chicago, Inc. is owed $68,455 from
Veltex related to cash advances and expenses paid by First Options of Chicago, Inc. on behalf of
Veltex. These amounts include contract management fees in arrears.

During the six months ended June 30, 2016, First Options of Chicago, Inc. exercised stock options
for 100,000 shares (no exercise price). The options were valued at $13,000.

4. GOING CONCERN

As of June 30, 2016, the Company does not have sustainable sources of revenue and income, and
an accumulated deficit of $2,103,528. The Company is currently pursuing $100,078,621 in legal
judgments. Management has not been able to asses the ultimate collectability of these legal
judgments.

These conditions raise substantial doubt about the ability of the Company to continue as a going
concern. The Company's management plans to rely on stock issuances to generate funds for
current operating costs and the potential collection of its legal judgment. See note 5.

See accompanying independent accountants’ compilation report.
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VELTEX CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016
(A COMPILATION)

LEGAL JUDGMENTS

On March 26, 2012, the United States District Court for the Central District of California entered a
judgment in the principal amount of $100,078,621 in favor of Veltex in the suit entitled Veltex
Corporation v. Javeed Azzia Matin, et. al., Case No. CV 10 1746 ABC (PJWs). This suit was
brought against the former management of the Company and others. It arose from a scheme to
fraudulently convey the shares of the Company to another entity for little or no consideration. The
proceeds from the sale of the shares were converted by the defendants for their own use. The
judgment was classified as a fraudulent conveyance and transfer of assets by the United States
District Court.

The judgment also includes $2,005,172 in damages to reimburse the Company for legal expenses.
These amounts are not recorded in the legal judgments. In addition, all judgments are accruing
interest at applicable interest rates. The State of California stipulates an interest rate of ten percent
from the judgment date.

On November 7, 2011, the District Court of the Third Judicial District, Salt Lake County, Utah found
in the matter of Fletcher v. Javeed Matin, Case No. 080907145 that the interim receiver which the
court had appointed in July 2008 to protect the Company's assets until a new Board of Directors
was elected, had breached his fiduciary duties to the Company. A judgment in the amount of
$57,167 was entered against the receiver on January 12, 2012, by the United States Federal Court
in California. The Company is still pursuing collections on this judgment.

Various government agencies are pursuing seizure of assets against the defendants, and
management is unable to determine whether the judgment is collectablie in whole or in part.
Management is unable to address with reasonable certainty the collectability of these legal
judgments, but will continue to pursue them within its legal rights.

Foliowing is a summary of the estimated judgements by type and, if any portion of the amount is
received, the anticipated account(s) in which the amount would be recorded. Legal judgements
consist of the following as of June 30, 2016:

Judgment (additional paid in capital) $ 100,078,621
Judgment (other income) 57,167
Attorney damages (other income) 2,005,172
Estimated accrued interest (other income) 43,436,093
Total $ 145,577,053

STOCKHOLDER'S EQUITY

Stock Options

On March 10, 2009, the Company granted First Options of Chicago Inc. (related party) the right to
exercise the option to purchase 100,000 shares of restricted common stock at no exercise price- at
the beginning of each year without expiration. As of June 30, 2016, all options granted have been
exercised.

See accompanying independent accountants' compilation report.
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VELTEX CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016
(A COMPILATION)

STOCKHOLDER'S EQUITY - CONTINUED

On March 10, 2009 the Board of Directors granted First Options of Chicago Inc. the option to
purchase 1,500,000 shares of restricted common stock at an exercise price of $0.01 per share. The
options are fully vested and are outstanding as of June 30, 2016, without an expiration date.

On July 1, 2015 the Board of Directors granted six board members the option to purchase 500,000
shares each of restricted common stock at an exercise price of $0.25 per share. The options are
fully vested and are outstanding as of June 30, 2016, but expired on July 1, 2016.

On July 1, 2015 the Board of Directors granted corporate counsel the option to purchase 500,000
shares of restricted common stock at an exercise price of $0.25 per share. The options are fully
vested and are outstanding as of June 30, 2016, but expired on July 1, 2016.

During the three months ended March 31, 2016, the Company issued 750,000 sharés of restricted
common stock to two board members for $75,000.

On April 25, 2016, the Company requested each director to enter into a stock subscription
agreement for $20,000 {(minimumy) for 200,000 shares of restricted common stock at $0.10 per
share. All six directors fulfilled the subscription during the three months ended June 30, 2016.
$140,000 was received for 1,400,000 shares.

During the three months ended June 30, 2016, the Company issued 625,000 shares of restricted
common stock to two currrent shareholders for $62,500.

On July 1, 2016, the Board of Directors granted corporate counsel a stock option for 1,500,000
shares of restricted stock at no exercise price with an estimated value of $150,000, of which
$100,000 relates to past legal fees, and future legal services of $50,000. The Company has
recorded a payable of $100,000 for the past services as of June 30, 2018.

On July 1, 2016, the Company granted the six board members options to purchase 750,000 shares
each of restricted common stock at an exercise price of $0.20 per share. The options vested
immediately and have no expiration date. The Company will record compensation expense of
$519,750 in the third quarter of 2016. Fair market value using the Black-Scholes option-share model
was determined using the following assumptions:

Expected life (years) 10
Risk free rate of return 1.49%
Dividend yield -

Expected volatility 965%

See accompanying independent accountants' compilation report.
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VELTEX CORPORATION
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2016
(A COMPILATION)

INCOME TAXES

The Company has incurred losses since its inception and, therefore, has not been subject to federal
income taxes. As of June 30, 2016, the Company had domestic net operating loss (“NOL”)
carryforwards for income tax purposes of approximately $1,708,000 which expire in 2022 through
2036 . Under the provisions of Section 382 of the Internal Revenue Code greater than 50%
ownership changes that occurred in the Company may significantly limit the Company’s ability to
utilize its NOL carry forwards to reduce future taxable income and related tax liabilities.

Section 382 allows an owner shift any time there is a transfer of stock by a person who directly, or
indirectly, owns more than 5% of the corporation and the percentage of stock of the corporation
owned by one or more five percent shareholders has increased, in the aggregate, by more than 50
percentage points over the lowest percentage of stock owned by such shareholders at any time
during the "testing period.” The "testing period" is generally a three-year period ending on the date
of any owner or equity structure shift.

The amount of post-change income that may be offset by pre-change losses is limited each year by
the "Section 382 Limitation." Generally, the Section 382 Limitation is an amount equal to the value
of the old loss corporation multiplied by a long-term interest rate established monthly by the Internal
Revenue Service. The Company has not yet determined the qualifying events and resulting
limitation that may impact utilization of net operating losses against future periods.

At June 30, 2016, management has recorded an allowance for the entire amount of the deferred tax
asset.

Net deferred tax assets consist of the following components as of June 30, 2016:

Deferred tax assets:

Federal and state net operating loss carryforwards $ 595,000
Valuation allowance for deferred tax asset (595,000)
Net deferred tax asset $ -

See accompanying independent accountants' compilation report.
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