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Balincan USA, INC

Consolidated Balance Sheets

ASSETS

Current assets:
Cash
Prepayments, deposits and other receivables
Due from related parties

Total current assets

Property and equipment, net
Total assets

LIABILITIES
Current liabilities:
Other payables and accruals
Accrued directors' fee
Due to related parties
Interest payable
Preferred stock dividend payable
Convertible note
Note payable,net of debt discount
Total current liabilities

Shareholders' deficit
Common stock, 1,500,000,000 share authorized,
$0.001 par value, 21,706,204 and 15,937,123
issued and outstanding as of December 31, 2016
and December 31, 2015 respectively
Series A preferred stock
Series C preferred stock
Additional paid-in capital
Deficit accumulated
Accumulated other comprehensive income/(loss) -

foreign exchange adjustment
Total shareholders' deficit

Total liabilities and shareholders' deficit

See accompanying notes to consolidated financial statements

December 31,2016

December 31, 2015

- 149,221

269,551 73,220

- 256,737

269,551 479,178

- 15,132

269,551 494,310

- 1,326,710

- 69,684

- 4,578
1,067,535 1,067,536
192,682 192,682
296,500 296,500
150,000 150,000
1,706,716 3,107,690
21,706 15,937

1 1

847 847
5,716,435 5,726,954

0 0
(7,176,155) (8,383,636)
0 26,517
(1,437,166) (2,613,380)
269,551 494,310




Balincan USA, INC
Consolidated Statements of Operations and Comprehensive Loss

12 months ended of December 31

L4 F
2016 2015
Revenue, net - -
Costs and expenses

Depreciation and amortization expense - -

Selling, general and administrative expenses - -
Loss from operations - -
Net income/(loss) from continuing operation - -
Net income/(loss) from discontinued operation 930,975 (468,211)
Other comprehensive income/(loss)

Foreign currency translation adjustment (26,519) (1,005)
Comprehensive income/(loss) 904,456 (469,216)
Net income per share:

Basic 0.04 (0.03)

Diluted 0.04 (0.03)
Weighted average number of shares used in computation:

Basic 21,706,204 15,937,123

Diluted 21,706,204 15,937,123

See accompanying notes to consolidated financial statements




Balance as of December 31, 2013

Foreign exchange translation difference

Accrued preferred dividend

Net loss

Balance as of December 31, 2014

Foreign exchange translation difference

Accrued preferred dividend

Additional paid-in capital

Net income (loss)

Balance as of December 31, 2015

Foreign exchange translation difference

Additional paid-in capital

Net loss

Balance as of December 31,2016

Unaudited C

BALINCAN USA, INC

of " Deficit

Accumulated

Ordinary shares Series A preferred shares Series C preferred shares Additional other
(US$0.001 par value) (US$0.001 par value) (US$0.001 par value) paid-in 1sive
Number of par val Numberof oo Number of par val wal incom
shares arvalue shares arvalue shares arvalue capital come
13,875,727 13,876 1,095 1 847,200 847 3,535,016 32,834
- - - - - - - 4,506
394,573 395 - - - - 394,178 -
14,270,300 14,270 1,095 1 847,200 847 3,920,104 37,340
- - - - - - - (10,823)
1,666,823 1,667 - - - - 1,797,760 -
15,937,123 15,937 1,095 1 847,200 847 5,726,954 26,519
. - R - - - - (26,519)
- 5,769 - - - - (16,288) -
15,937,123 21,706 1,095 1 847,200 847 5,710,666 -




Balincan USA, INC

Consolidated Statements of Cash Flows

Operating activities
Net income/(loss) from discontinued operation
Adjustments:
Loss on settlement of account payable
Estimated fair value of common stock issued for services
Other receivables
Other payables and accruals
Loss in disposal of fixed asset
Net cash provided by / (used in) operating activities

Net cash used in investing activities
Financing activities
Issuance of common stock
Capital contribution
Net cash provided by financing activities
Effect of exchange rate on cash
Decrease in cash
Cash, beginning of period
Cash, end of period
Supplement disclosure of cash flow information

Supplement disclosure of non-cash transactions
Preferred stock dividend payable

Issuance of common stock for settlement of account payable

&

r

12 months ended of December 31
r

2016 2015
904,456 (381,553)
0 4,391
0 292,107
196,331 (31)
(1,326,710) 83,961
16,296 0
(209,627) (1,125)
0 0
0 0
5,769 0
0 0
5,769 0
43,099 (150)
(154,990) (1,275)
149,221 1,430
(5,769) 155
0 0
192,682 127,840
0 19,251




NOTE 1 - DESCRIPTION OF BUSINESS

Organization

The accompanying consolidated financial statementadecthe financial statements oélBican USA, Inc.
(formerly known asMoqiZone Holding Corporation(t he A Companyo) , its subsidiari
Limited, a Cayman | sl and c Beayty&ingaGraup limitdd f{fMmeyly khamvn as Cay ma |
MobiZone Holdings Limiteyl a Hong Kon QBeaatyoKinor,atMomi Zofine ( ®hanghai)
Technol ogy Company Limited (AShanghai Mogi Zoneod) and
Technol ogy Company Li fhe Canpany ifs Subsdraded and VIEAdreacolléc)ively referred
t o as t hk®lobiddBe HongpgKongperates a Chinese online game content delivery platform company that
delivers last mile connectivity to internet cafes installed with our WiMAX equipment and which have joined into
our MogiZone WiMAX Network.

The Share Exchange Agreement, Reverse Mergand Reorganization

OnMarchl 5, 20009, Trestle Holdings, l nc. (the fATrestl e
Moqi Zone Cayman, Cheung Chor Kiu Lawrence, the principa
MKM Capital Opportunity Fund. t d . ( AMKMO) , our princi paogiZene Eaymamo | der (
is the record and beneficial owner of 100% of the share capital of MobiZone Hong Kong and MobiZone Hong Kong
is the record and beneficial owner of 100% of the share capital ofB&iaogiZone.

On Septembeld , 2009, pursuant to the Agreement, and as a
$4,345,000 in gross proceeds from the financing described below, the Company acquired all of the issued and
outstanding capital stock of Mi@pne Cayman in exchange for the issuance to Cheung and the other shareholders
of MogiZone Cayman of 10,743 shares of our soon to be created Series B convertible preferred stock. The
transaction was regarded as a reverse merger whereby MogiZone Caymaansgidered to be the accounting
acquirer as it retained control of Trestle after the exchange and Trestle is the legal acquirer. The share exchange was
treated as a recapitalization and, accordingly, Trestle reclassified its common stock and additienatgmatal
accounts for theuarter endedecember 31, 2008. The Financial Statements have been prepared as if MogiZone
had always been the reporting company and then on the share exchange date, had changed its name and reorganized
its capital stock.

As of August 28, 2009, our corporate name changed from Trestle Holdings, Inc. to MogiZone Holding
Corporation and our authorized capital increased by 15,000,000 shares of preferred stock. Pursuant to the additional
financings we closed in August 2009 ahd fwuthority vested in our Board of Directors, we also filed a certificate of
designation of Series A preferred stock and certificat
Secretary of State to designate 15,000 of the 15,000,000 siigresferred stock as Series A preferred stock and
10,743 of the 15,000,000 shares of preferred stock as Series B preferred stock.

On August31, 2009, a onéor-254.5 reverse stock split became effective and reduced outstanding shares
of our common stocto 703,794 shares. Following the reverse stock split described and per the terms and conditions
of our share exchange, the Series B Preferred Stock automatically (and without any action on the part of the holders)
converted (on the basis of 1,000 sharésa@mmon stock for each share of Series B Preferred Stock) into an
aggregate of 10,743,000 shares of our common stock, representing approximately 95% of our issued and
outstanding shares of common stock, on a fdilyted basis, as at the time of convers{but prior to the issuance
of any other equity or equity type securities).

As a result of these transactions, our authorized capital consisted of 40,000,000 shares of common stock
and 15,000 and 2,250,000 shares of Series A and C preferred stockfivegpeas at December 31, 2009. There
were 13,620,620 shares of common stock and 1,145 shares of Series A preferred stock issued and outstanding as at
that date.

In April, 2016the Companysoldits HongKong subsidiaryto a third partyfor $1.00to settlea lawsuitfiled
againsthatsubsidiary.



NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies is presented to assist the reader in understanding and evaluating the
Companyods C 0 n s o ktatadnarntse dhe tansolalated i fiadncial statements and notes are the
representations of the Companyés management , who are
accounting policies conform to accounting principles generally accepted in theelthi St at es of Amer i
GAAPO) and have been consistently applied in the prepai

Basis of Presentation

The condensed consolitga balance sheet as December 312016 which has been derived from unaudited

financial statements and the interim unaudited condensed consolidated financial statemddtsasbér 312016

and 2015 have been prepared in accordance with U.S. GAAP for interim financial information. Theks e

consolidated financial statements do not include all of the information and footnotes required by U.S. GAAP for
complete financial statements. Therefore, these unaudited condensed consolidated financial statements should be
read in conjunction witht he Companyés wunaudited consolidated financ
quarter ende®ecember 312016

The condensed consolidated financial statements included herein as of andyjt@rtbeende®ecember 312016

and2015are unauditedhowever, they contain all normal recurring accruals and adjustments that, in the opinion of

the Companyébés management, are necessary to present fai
Company as oDecember 312016 the condensed cor&tated results of its operations for tlyears ended

December 312016and2015and condensed consolidated statements of cash flows fge#ns eded December

31, 2016and2015 The results of operations for thearter ende®ecember 312016are not ecessarily indicative

of the results to be expected for the full year or any future interim periods.

Recently Issued Accounting Pronouncements

In May 2015 the Financi al Accounting Standards Board (AFASE
No.201509,i Revenue from Contracts( fivA 30500 w9 t 20SHdsnenfisttepi ¢ 6 0
guidance for revenue recognition to replace humerous, industry specific requirements and converges areas under this
topic with those of the International Financial Reporting Standards. The ASU implementsstefiiygrocess for

customer comact revenue recognition that focuses on transfer of control, as opposed to transfer of risk and rewards.

The amendment also requires enhanced disclosures regarding the nature, amount, timing and uncertainty of revenues
and cash flows from contracts withstomers. Other major provisions include the capitalization and amortization of

certain contract costs, ensuring the time value of money is considered in the transaction price, and allowing
estimates of variable consideration to be recognized before genties are resolved in certain circumstances.

Entities can transition to the standard either retrospectively or as a cumefftieeadjustment as of the date of

adoption. On July 9, 2015, the FASB approved amendments deferring the effective dateybgiraneDecember

15, 2017 for annual reporting periods beginning after that date and permitting early adoption of the standard, but not
before the original effective date or for reporting periods beginning after December 15, 2016. The Company has not

yet selected a transition method and is currently assessing the impact the adoption2315%19 will have on our

consolidated financial statements and disclosures.

In August2015 the FASB issued ASU N@01515,i Pr esent ati on of -Gdinmoh cCan c eSrt md «

The amendments in this update provide guidance in U.S.
whet her there is substantial doubt about an entityods
footnote disclos r es. The main provision of the amendments are f
preparation of financial statements, to evaluate whether there are conditions or events, considered in the aggregate,
that raise substantial doubt about tlmetei t y6s abil ity to continue as a going
that the financi al statements are issued. Management &s
that are known or reasonably knowable at the date the casmalidinancial statements are issued. When
management identifies conditions or events that rai se
going concern, the entity should disclose information that enables users of the consolidatéal Btetements to
understand all of the foll owing: (1) principal condi ti

ability to continue as a going concern (before conside



ofthesi gni fi cance of those conditions or events in relat

management 6s plans that all eviated substanti al doubt e
management 6s hdednc mitigdteathe canditions orrevents that raise substantial doubt about the
entitydéds ability to continue as a going concern. The a

reporting periods after December 15, 2016 and early agifah is permitted. The Company is currently assessing
this guidance for future implementation.

I n April 2015, the FASB issued A08 cSomplifying thhegPresemtationdbfar d Up
Debt Issuance Costs. This update requires camthldebt issuance costs to be classified as a reduction to the

carrying value of debt rather than a deferred charge, as is currently required. This update will be effective for the
Company for all annual and interim periods beginning after December 15, &@ll is required to be adopted
retroactively for all periods presented, and early adoption is permitted. The Company is currently evaluating the
expected impact of this new accounting standard on its consolidated financial statements.

Principles of Conglidation

The consolidated financial statements include the financial statements of the Company, its subsidiaries and
VIE subsidiary for which the Company is the primary beneficiary. All transaction and balances among the Company,
its subsidiaries and ¥ subsidiary have been eliminated upon consolidation.

The Group has adoptétdConsol i dati on of VThis intarprétation requires cestain Enti
variable interest entities to be consolidated by the primary beneficiary of the entity ifuity iagestors in the
entity do have the characteristics of a controlling financial interest or do not have sufficient equity at risk for the
entity to finance its activities without additional subordinated financial support from other parties.

To complywith PRC laws and regulations that restrict foreign ownership of companies that operate online
games, the Company operates its online games mainly through Shenzhen Alar, which is wholly owned by certain
PRC citizens.Shenzhen Alar holds the énses andmprovals to operatingnline games in the PRC.

Pursuant to the contractual arrangements with Shenzhen Alar, MogiZone Shanghai mainly provides the
following intra-group services to Shenzhen Alar.
Gaming related licensing service;
Software licensingervice;
Equipment and maintenance service;
Strategic consulting service;
Licensing of billing technology; and
Billing service.

E R I

In addition, MogiZoneShanghai has entered into agreements with Shenzhen Alar and its equity owners
with respects to certain shareholder rights and corporate governance matters that provide the Company with the
substantial ability to control Shenzhen Al&ursuant to thesentractual arrangements:

The equity owners of Shenzhen Alar have granted an irrevocable proxy to individuals desigr
MogiZone Shanghai to exercise the right to appoint directors, general manager and other senior mi
of Shenzhen Alar;

Shenzhen Alar will not enter into any transaction that may materially affect its assets, liabilities, €
operations without the prior written consent of MogiZone Shanghai.

Shenzhen Alar will not distribute any dividend;
The equity owners of Shenzhen Alar have pledged their equity interest in Shenzhen Alar to M
Shanghai to secure the payment obligations of Shenzhen Alar under all the agreements betweer

Alar and MogiZone Shanghai; and

The equity owners foShenzhen Alar will not transfer, sell, pledge or dispose of their equity inte
Shenzhen Alar without any prior written consent of MogiZone Shanghai.



As a result of these agreements, the Company is considered the primary beneficiary of Shenzéueth Al
accordingly Shenzhen Al arés results are consolidated i

Revenue Recognition and Deferred Revenue

Revenue is recognized when persuasive evidence of an arrangement exists, delivery has occurred, the ¢ee is fixed
determinable, and collectability is probable. We license ekedt software to internet cafes for them to
automatically update their clieend software on a real time basis. Revenue for such licensing fee is recognized on
a straighlline basis ovethe license period.

Concentrations of Credit Risk

Financial instruments that potentially subject the Group to significant concentrations of credit risk consist
primarily of cash and cash equivalents and prepayments and other current Asset®ecember 31 2016and
December 312015substantially all/l of the Groupdbds <cash and ca
institutions located in the PRC and Hong Kong, which management believes are of high credit quality.

Use of Estimates

The prepaation of financial statements in conformity with U.S. GAAP requires management to make estimates and
judgments that affect the reported amounts of assets, liabilities and disclosure of contingent assets and liabilities at
the date of the consolidated firddal statements and reported amounts of revenues and expenses during the
reporting periods.

Significant estimates made by management include, among others, fair value of common stock and preferred stock
issued, fair value of derivative liabilities andaligation of deferred tax assets. The Company bases its estimates on
historical experience, knowledge of current conditions and belief of what could occur in the future considering
available information. The Company reviews its estimates on aoimig bas. The actual results experienced by

the Company may differ materially and adversely from its estimates. To the extent there are material differences
between the estimates and actual results, future results of operations will be affected.

Fair Value Meaurements

Fair value measurements are determined based on the assumptions that market participants would use in pricing an
asset or liability. U.S. GAAP establishes a hierarchy for inputs used in measuring fair value that maximizes the use
of observablenputs and minimizes the use of unobservable inputs by requiring that the most observable inputs be
used when available. The established fair value hierarchy prioritizes the use of inputs used in valuation
methodologies into the following three levels:

Level 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets. A quoted price in an
active market provides the most reliable evidence of fair value and must be used to measure fair value whenever
available.

Level 2: Significah other observable inputs other than Level 1 prices such as quoted prices for similar assets or
liabilities; quoted prices in markets that are not active; or other inputs that are observable or can be corroborated
by observable market data.

Level 3:Sign fi cant unobservable inputs that reflect a repo
that market participants would use in pricing an asset or liability. For example, level 3 inputs would relate to
forecasts of future earnings and cash flessd in a discounted future cash flows method.

The Companyds financi al i nstrument s consi st of cash,
convertible notes payable and related party notes payable. The Company cannot determine the fagtivadied

of its convertible notes payable as instruments similar to the convertible notes payable could not be found. Other
than for convertible notes payable, the carrying value for all such instruments approximates fair value due to the
shortterm natue of the instruments.



The Company uses Level 3 of the fair value hierarchy to measure the fair value of the derivative liabilities and
revalues its derivative convertible notes, preferred stock and warrant liabilities at every reporting period and
recoqnizes gains or losses in the statements of operations that are attributable to the change in the fair value of the
derivative convertible notes, preferred stock and warrant liabilities.

Beneficial Conversion Features

In certain instances, the Compamgshentered into convertible notes that provide for an effective or actual rate of
conversion that is below market value, and the embedde
derivative treatment. In these instances, the Company aiscfon the value of the BCF as a debt discount, which is

then amortized to interest expense over the life of the related debt using the -Btraighethod, which

approximates the effective interest method.

Advertising Expense

The Company expenses rkating, promotions and advertising costs as incurred. ForehssendedDecember 31
2016and2015 such costsvere considered insignificant

StockBased Compensation

All sharebased payments, including grants of stock to employees, directoroasdltants, are recognized in the
consolidated financial statements based upon their estimated fair values.

The Companyds accounting policy for equity instruments
and services follows ASC Topk05. As such, the value of the applicable stbaked compensation is periodically
remeasured and income or expense is recognized during their vesting terms. The measurement date for the fair
value of the equity instruments issued is determined at tHiereaf (i) the date at which a commitment for
performance by the consultant or vendor is reached or
is complete. In the case of equity instruments issued to consultants, the fair value qtithanstrument is

primarily recognized over the term of the consulting agreement. In accordance with FASB guidance, an asset
acquired in exchange for the issuance of fully vestedfodaitable equity instruments should not be presented or
classiitda an of fset to equity on the grantords balance sh
purposes.

Income Taxes

The Company accounts for income taxes under the provision of ASC 740 Desefber 312016and Decenber

31, 2015 therewere no unrecognized tax benefits included in the consolidated balance sheets that would, if
recogni zed, affect the effective tax rate. The Company
income tax matters in income tax expensee Tompany had no accrual for interest or penalties on its consolidated

balance sheets as bEcember 312016and December 32015and has not recognized interest and/or penalties in

the consolidated statements of operations forpdgods endedDecember3l, 2016and 2015 The Company is

subject to taxation in the United Statesl China

Basic and Diluted Loss per Common Share

Basic net loss per common share is computed by dividing net loss attributable to common stockholders for the
period by the wightedaverage number of common shares outstanding during the period. Diluted net loss per share
is computed by dividing the net loss attributable to common stockholders for the period by the waightge

number of common and common equivalent shanesh as warrants outstanding during the period. Common stock
equivalents from warrants and convertible notes payable ampeoximately110,000and 110,000for the years
endedDecember 312016and2015 respectively, and are excluded from the calculatiodiluted net loss per share

for all periods presented because the effect iscilotiive.

Derivative Liabilities




The Company evaluates debt instruments, preferred stock, stock options, stock warrants or other contracts to
determine if those contracts embedded components of those contracts qualify as derivatives to be separately
accounted for under the relevant sections of ASC Topied®1 Berivative Instruments and Hedging: Contracts in
Entityds .OhwnresuEaf this dcgounting treatmeotld be that the fair value of a financial instrument is
classified as a derivative instrument and is maitikesharket at each balance sheet date and recorded as a liability.

In the event that the fair value is recorded as a liability, the change imafag is recorded in the statement of
operations as other income or other expense. Upon conversion or exercise of a derivative instrument, the instrument
is marked to fair value at the conversion date and then that fair value is reclassified to egpiityiaFinstruments

that are initially classified as equity that become subject to reclassification under ASC Togie 8breclassified

to a liability account at the fair value of the instrument on the reclassification date.

Certain of enibedde@ oomversian Yfeatsres on debt, preferred stock and derivative liabilities with
potentially insufficient authorized shares to settle outstanding contracts in the future are treated as derivatives for
accounting purposeblowever, all such agreemermspired in 2013.

NOTE 3 - GOING CONCERN

The accompanying condensed consolidated financial statements have been prepared on a going concern basis, which
contemplates the realization of assets and the satisfaction of liabilities in the normal cobrsene$s. The
Companyods revenues since inception have been nominal
recurring operating losses and negative operating cash flows. These factors raise substantial doubt about the
Companyb6s aluedsagopngconoernc ont i n

The Companyds continuation as a going concern is deper
operations, implement its business model, and ultimately, to attain profitable operations. The Company will need to
secure additional funds through various means, including equity and debt financing, funding from a licensing
arrangement or any similar financing. There can be no assurance that the Company will be able to obtain additional

debt or equity financing, if andiven needed, on terms acceptable to the Company, or at all. Any additional equity

or debt financing may involve substanti al dilution to
i nterest cost s -terlg@dityGasadememsgpdnsts abildyrtaggenerate revenues from the sale of

its products and achieve profitability. The failure to achieve these goals could have a material adverse effect on the
execution of the Companyds busi nesnsTheCompany inteqdeto misei ng r e
additional financing.

The condensed consolidated financial statements do not include any adjustments relating to the recoverability and
classification of recorded asset amounts or the amounts and classification ofelialfiiiit might be necessary
should the Company be unable to continue as a going concern.

NOTE 4 - NOTES PAYABLE

During 2010, the Company entered into an aggregate of $246,500 in convertible promissory notes bearing interest at
8%, due in Augus2014 The convertible notes allow the lender to convert the unpaid principal and accrued interest
into shares of the Companyds common stock at a conver ¢
approximately $184,000 was treated as a debt discowhtvas amortized to interest expense over the life of the

notes. The Company amortized the debt discount through the maturity of the convertible promissory notes. The
amortization of the debt discount for the embedded conversion feature was approx#datety ® for quartes
endedDecember 312016and2015as such note matured in 2018 connection with the issuance of the convertible
notes, the Company issued warrants to purchase an aggr
an exerise price of $1.70. The relative fair value of the related warrants was approximately $30,000 at the date of
grant and was amortized over the life of the notes. DuringjtiaetersendedDecember 312016and 2015 the

Company expensed approximateyshd $ related to the amortization of the debt discaasisuch note matured in

2013

In March2012, the Company entered into a contingently convertible note payable with a related party in the amount

of $150,000 bearing interest at 18%, due in Septer@b@R The note allows the lender to convert the unpaid
principal and accrued interest into shares of the Comp:
in the amount in excess of $500,000. Until such time as the Company closes onrgliog, fthe note is not



convertible. Accordingly, the Company did not record any value to the conversion feature at the time of issuance or
through December 32014 In connection with the issuance of the note, the Company issued warrants to purchase
anggregate of 75,000 shares of the Company6s common st
the note was extended to the fourth quarter of 2015. The relative fair value of the related warrants was
approximately $75,000 at the date ofmgrand was amortized over the life of the notes. Duringjtistes ended

December 312016and 2015 the Company expensed approximately $0 ahdefated to the amortization of the

debt discounas such note matured in 2013

NOTE5-STOCKHOLDERS’ EQUITY

Preferred Stock

The Company is authorized to issue 15,000 shares of SeRes A f erred St ock (fAiSeries A0)
share. The Series A will, with respect to dividends and liquidation, winding up or dissolution, rank: (a) senior with
respect to dividends and paripassu in right of liquidation with the common stdalenfbr to any future designation

of preferred stock; (c) junior to all existing and future indebtedness of the Company. Commencing on date of
issuance, holders of Series C will be entitled to receive dividends on each outstanding share of Seriesmi| which
accrue in shares of Series A at a rate equal to 8% per annum from the issuance date; (d) liquidation value of $1,000
per share; and (e) votes with the common stock on-eon¥erted basis. The Conversion price of the Series A shall

mean 556 shared common stock for each shares of Series A converted. The Series A may be converted at any
time. In each of theuartersendedDecember 312016and2015 the Company accrued approximat&§0,000 of

dividends payable related to the Series A.

The Company s aut horized to issue 2,250,000 shares of Serie
per share. The Series C will, with respect to dividends and liquidation, winding up or dissolution, rank: (a) senior

with respect to dividends and paripa$s right of liquidation with the common stock; (b) junior to the Series C; (c)

senior to any future designation of preferred stock; (d) junior to all existing and future indebtedness of the Company.
Commending on date of issuance, holders of SeriesiCwibe ent i tl ed to receive divide
on each outstanding share of Series C, which will accrue in shares of Series C at a rate equal to 8% per annum from

the issuance date; (e) liquidation value of $2.25 per share; and (f) votethevithmmon stock on an-dbnverted

basis. The Conversion price of the Series C shall mean 1 share of common stock for each share of Series C
converted. The Series C may be converted at any timeach of thejuartersendedDecember 312016and2015

the Company accrued approximateB8H00 of dividends payable related to the Series C

Common Stock

In January 2015, the Company agreed to issue an aggregate of approximately 1,667,000 shares of common
stock for service rendered. The shares were vdluads ed on t he c¢cl osing price of the
the measurement date of $0.07 per share and have been expensed as general and administrative expenses in the
accompanying statement of operations for 2015. Such shares have been included suetharis outstanding
shares, although actual issuance did not happen until after period end.

In May 2015, the Company agreed to issue an aggregate of 398,159 shares of common stock for services
rendered. The shares wergluedbased on the closing pricef t he Companyds common stock
date of $0.50 per share. The Company recognized a loss on settlement of approximately $4,400 tesed
amount accruetbr certain services providezhd the fair value of the related shares issugachshares have been
included in the issued and outstanding shares, although actual issuance did not happen until after period end.

In July 2015, the Company issued approximately 19C¢C
proceeds of approximately $7800. In addition, the Company issued approximately 614,000 shares of common
stock for consulting services rendered.

From July 1, 2016 to E&cember 1, 2016 the Company issd36,275 shares to a Chinese citizen for
gross proceeds of approximately $3,200,000.00

Employee share option plan



On July 22, 2010, the Board of Directors approved the 2010 Equity Incentive Plan, pursuant to which
1,500,000 shares of our common stock seserved for issuances to current and prospective employees, non
employee directors, consultants or other persons who provide services to us that hold positions of responsibility and
whose perf or manc g orothenboarthapmoigtedncenmiété jsidgment, can have a significant
effect on our success.

On July 22, 2010, the Company granted an aggregate of 1,455,00Qdhreaptions to 51 employees to
purchaseeommon stock at an exercise price of US$2.25 per share. These options were &m¥asnsgally in
equal amounts over the life of the options. These options were valued at approximately US$1,548,000 which
represents the grant date fair value of these options. The cost of these options were to be expensed as they vested
and were to be recded in general and administrative expenses as-bhasstl compensation expenses. Pursuant to
these options, The Company was to incur approximately $258,000 of expenses on January 22, 2011 and incurring in
equal amounts evenjine monthswith the last expnse incurring on July 22014 However, all of the options
were forfeited prior to vestingAccordingly, during the periods endBécember 312016 and 2015the Company
did not record any stock based compensation expense.

There were no stock optionsitstanding abecember 312016and December 32015
Warrants
The following represents a summary of all common stock warrant activity foutdréer ende@ecember 312016

Outstanding Common Stock Warrants

Aggregate
Number of Weighted Average Intrinsic
Shares Exercise Price Value (1)
Outstanding at December 3015 75,00 $ 1.00 $ -
Grants - - -
Exercised - - -

Cancelled/Expired - - -

Outstanding and exercisabled¢cember 312016 75,000 $ 1.0C $ -

(1) Represents the difference between the exercis
stock at the end of the reporting period.

(2) The common stock warrants outstanding and exercisablelzascember 312016andDecember 312015have
a weightedaverage contractual remaining life@25 years and0.75 years, respectively.

NOTE 7 - COMMITMENTS AND CONTINGENCIES

Leqgal
In the normal course of business, the Company may become involved in various legal proceedings. The Company

knows of no pending or threatened legal proceeding to which the Company is or will be a party that, if successful,
might result in material adverse changea t he Company6s business, properties

NOTE 8 - SUBSEQUENT EVENTS

The Company has evaluated subsequent events after the balance sheet date and based upon its evaluation,
management has determined that no subsequent events ¢taweed that would require recognition in the
accompanying condensed consolidated financial statements or disclosure in the notes thereto other than as disclosed
in the accompanying notes.



