
REAIITY RICING, INC.

(A Dev€].opd€nt Stage Co|rpany)

Ff NAI1C I.A', STATEIIEICIS

(Irnaudited)

DACEMBER 31, 2OO5



atltttr Llcrlrc, Drc.
(f D.r.fofDt Stagr Cqr.!fr)

CGE'T9

PAGE

Financlal statements:

Bafance Sheet 2

. Statements of Opelations 3

statenents of Cash Flowa 4 and 5

Noteg to Financial Statements 6 to 11



(A
REAIITY RJACINE, INC.

DEVEIOIVEIfT gTAGE COMPAllrlI}
BAI,ANCE SHESI

DEqEMBER 31, 2006

{ut{AttDrrED)

AAAETS

CURRENT ASSETS
Cash
Accounts receivable

Product lon costs

Total  Current Assets

PROPERTY & EQUIPMENT, NET

OTHER ASSETS
secui i ty depos:ts

TOTAL ASSETS

142,977
90,000

2,Ot4
1, 118

241,O42
416,668

893,713

42,496

3? 680

919,449

r.r..Bt1.IlIBs AtrD gtocKaor.DERa I Equlti

CURRENT ]-IABILITIES
Accounts Payable
Accrued of f icers '  salar ies and payrol l  taxes
Loans l ron stocknolders
Deferred revenue

Total  Cufent Liabi" t i t ies

GUARANTEED WAFNANTS

STOCKHOIDERS '  EQUITY (DEFICIT)

Comon stock,  $.001 par value, 400,000,000 shares
author ized, 72I,282,416 shares issued and outstandinq

Addit ional  paid- in capi tat
Deficlt accururlated clurinq lhe developnent staqe

Torai  s,ockholde,s '  Lqui  y {Def ic i r )

TOTAL I IASILITIES AND STOCKHOIDERS' EQUITY (DEFICIT)

200.000

430 t  12A

1.000,000

12L,243
1,146,209

(2,318,331)

(450.839)

Read acconpanying Notes to Financial  Statenents.
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Rtllrrt R amc, t{c.
(r Dlvflond$t sttct @l|Priart

Stal!{lNTs or ollnlrroxs

2005
Thlough Decedre! 3r,

20062406 2005

off ice!s 'salar ies
ceneral and Adninistralive

Total  E pense3

(LOSS) EROU OPERATIONS

MITER INCO$E (EXPINSES)

Gain on disposal of fired assets
Acquisitioo co6tB

Total other rncome (Expense)

NET l toss)

I{EIGIITED AVEFT1GE ]IU!'IBER OF

SHARES OOTSTAXDING

r !2,254
103.420

509,030 190,333

2L2,254
819,1?6

t,031,426

11,031,426)

163,360

,____3.19.89_
______llLl!_

603, ool
t ,583,551
2,196,554

12,t46,554)

2tn36

(509,030)

I  t125

( r90,3381

(131,??7)

q \442.1L9) -l----13111!:-€11-
9 (0,02)

l22,11g 121

$ (r90,333) S 1t ,023,413)

$ lo,  oo )  s (0.01)

\21t46LtA11 12r,433,496 t20,1?5,393 113,469.912

Read acconpanying Notes to rinancial stataents,
- l -



r4trll ircrdc, nac.

adjustnelts to re.oncire net (1033r to

net .a3h lused inl operating acti'itie3:

Anortization of prepaid conslltinq fees

cain on disPo3ition

l lncrease) de.rease an:

A.counts receivable
Prepard €xpensas

:ncrease 1de.r€ase) in:

Ac.rued orficers'

NET CESH (USED IN) OPESTING A'TIETI'S

rncrease in capitalized prodDction .osts

Purchase of pioperby and equipneni

Ploceeds frm disposition of proFelty and equisGnt

NE! CA5II (OSED IN) TNESTING ACTIIITI'S

Proceeds of rote payabre - sto.kholder

Proceeds fron ts3uan.e

lrrcrease)decrease in note re.eiaable - stockholder
Additionar contributions

MT INCREASE (DECREI5E] IN CASq

pec€rbe! 31, 2006 p.c6b€r 31, 2005

(241,002)
1?0, r79)

110,000)

?6,150

16,1S?)

|'213I8 
' 
3:3|,

(6,137l

190,0c0i
t2,D14J
(1,113)

13,6801

200,000

140,;O

{r ,233)

(214.924t(309,6161

13/332)

1,342,3S5

-L__--__-_U?.!!L I  23,106 9 142,911

Read accompanying Notes to Financial Statenents,



rr4B (ffrxdD)

!ssc@cl_Ll_l!!L _!e9e@sr_l]!l!!L pecei$er 31, 2005

ND FTNAXC]NC ACTIVII IES lCONTINLIED)

rssuance of  103,400,000

rs3uance of  5,200,000

rssu.nce ol  200,000
f.r pur.ha3e .f pa.e car.

to Purcbase 1
financial, business, inwesto.

and publ ic relat ions

9-$-$r5,ooo

$. '9-923,e72

_r___________-!!!4 __t_--------.:.9Li4_

!-----------.!lq --:-----------r4

s :100.000

Read acco&panyinq Notes to Financial
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RE.AI"ITY RACING, ITSC.
(A Dev€Iopoent stago C@I)any)

NOTES TO FINAIICI]U, STATEi{ENTS
DECEIrBER 31, 2006

NOrE 1. ORG]A}TI ZATIOII

Real i ty Racing, Inc.  ("Real i ty")  was or ig inal ly incolporated on

May 4,  2OO5 under the laws of  the State of  Flor ida.  on August 2,

20A5, Real i ty acquired al l  the outstandinq common shares of
Yel  fowbubbfe.  com ("Yeffowbubble") ,  a non-report ing publ ic ly t raded
Nevada corporar ion.  For account ing purposes, the acqu:si ! io_ 'ds
been treated as a recapi ta l izat ion of  ReaI i ty.  The histor ical
f inancial  statenents pr lor  to August 2,  2005 are those of  Real i ty.
As consider:at ion,  Real i ty paid $140,000 in cash and issued 56'552
shares of  common stock.  The cash paynent was expensed as an
acquis i t lon cost .

lne conpdny -s i '  Lhe p-rocess of  prodJc-nq or iq inal  prograrnn jn9

'o l iF in^ 
t  i ' - ind

nat ion- l ]y jn Lhe UniLeo Srares.  The company's headqL.arLels 's  -n
Boca Raton, Ffor ida.

The Conpany has no revenue tg date. Since its inception, t 'he
Conpan) has beer dependent upon LhF re^eiot  of  .dpi la l  invesLnent
or other f inancing to fund i ts cont inuing act iv i t ies- In addi t ion
to the normaf r isks associated with a new business venture,  there
can oe no assurance that the Company's product development wi l l  be

successful ly conpleted or that  i t  wi l i  be a cotunerclal  success.

IIOfE 2. SINA{ARY OF SIGINTFICANT ACCOI'NTING POI.ICIES

Basis of Plesentation

The accompanying coodensed f inancial statements are unaudited.
certain informat ion and footnote disclosures normaffy included in
Lindnci  a '  statenen- s preoateo i  n a-.oroonce wi rh genera I  I  y

accepted accounting principfes have been condensed or omitted' In
Lh- opinjon of  manaqemen-,  a-LI  adiustmenl s (wh-Lch r ' .1ude onlY
norrnal  recurr ing adjustments) considered necessary fo l  a fa i l
presentat ion have been included. These f inancial  statements shoufd
be read in coniunct ion !d i th the company's audi ted f inanciaf
statements and noles thereto for  the year ended June 30, 2006.
The resul ts of  operat lons and cash f lows for the pe:r iod are not

i lv  . .1 i .^r :ve ol  rha -6\11l is ^f  ^na' .1 
i^-s or cdsh l lows

that  can be expected for the year ending June 3A, 2AA1 .

-6-



NOIE 2-

REAIITY RACI}IG, XNC.
(A Develotnent Stage C@pany)

IIOTES TO E'INN{CIAX. STATEMENTS
DECEMBER 31. 2006

SUMTARY OF SIGNIFICANT ACCOUNIING POI.ICIES (CONIINT'ED)

(Losg) Pe! Shale

/ l^ccr 
^6r -h-za 

ie 
-^mn, i la. l  ^w. l  

L. l  
^^ ^al  

/ l^qqr t^r  rhp vF-r

by lhe weiqhreo averaoe nurnlce- of  shdres ouls land;nq. l 'he I
mi l l ion warrdrLs issueo iNote l )  were not i 'c  uded in -oss per
share as !he et fect  wds dnLi-di luL ive.

stateoent of cash F].ors

For purposes of  th is statement the conpany considers al f  h ighfy
l iquid investmenls wi th an or ig inal  matur i ty of  three months or
less to be cash equivalents.  As of  December 3I ,  2006, the Company
h rr l  n^ 

- :ch 
a-r i i \ . : lanf<

Use of, Esti.oates

'm: lac :nd 
-cc"mn 

i^n< in 
^,an-,\Pui  r r rv L

slaLerFnLs in accordance with gene-ra1-y accepLed a.count ing
nr in- in lA< fh^ea a<i  im:ra< :h. l  i<e"m-i  i^ne rTTa^r I

amounts of  assets and Liabi l i t ies,  the disclosure of  cont] .ngent
assets and l iabi l i t ies,  and the reported revenues and expenses.
A..^r . indt \ .  :^- IAt  ,ac. . - is  .^rr1. t  r , : -v f -ar  t -F 

-st imates thdL
dara a<s.n6. l  i -  nrcn: .  ind iha f ' - .n. i ' l  qtatca.nts and rhe

dif ferences could be nater iaf .

stock Split

Ft f6^r i r r6 canramr-r6y 1Q )al ' .  
- - -  

rnni^rr6rr  :  I

r^-  1 .  
^^1,  

snl  i  As .  'ac| l  ^T 
thA st . .L qn_ |  a l  -  shor-  

-nda.t ;  
- 'a. t  

-^ diva af f6.r  to the s lockI ,q,  >i  o 's

Defelred R€v€nu€

Tha .^a^:n.  )^as rF.Fi  ,F.r  n i \mantc f^r  
- '  ^n-^- . r  

iF-  oI  tdce

[or  season one, h,hich wj ] l  be recogni-ed as reven-e when
Drooram has d-red on Lelevis ion.

CAIS

-1-



NOTE 4.

Nc'!E 5.

RBALIT] RACTNG, INC.
(A D€veJ-opDent Stage Coqrany)

}TOTBS TO FINE}ICTEJ, STATEUENTS
DECEI'BER 31, 2006

NOTE 3. RESTATET.'ENT

As a resul t  of  the audi t  for  the year ended June 30, 2006, a^
addi t ionaf $140,000 of  consuft ing fees was expensed in conjunct ion
with the acquis i t ion of  Yel lowbubble (note 1)-  The statements for
the six months ended Decen!trer 31, 2005 presented in tbis report
have bee- resLd!ed !o re ' lF. l  rh is dud-L ad_-stment.

LOEIIS I'ROM STOCRHO',DERS

In December 2006, S13,865 was advanced to the Company by a
srock\older.  The ioa'  is  non-:n,eresL bodr inq and -s expec!ed Lo

' ^  L,  i  
'  

h in ' r^a ^Y^-a6. le i !  
-Jtu 

oJ ParL'o '

nr\aoal  
^-  

tna n - . ! rsc . f  r " - iaa vFhi- lFc l^  ba used in LLe

^-^.-r . .^+i^n ^f  
+h6 r6larr i  c i^.  - .  -n progrdm.

CAPITAI, STOCK

c@on Stock

-^^ ^^.1 c\rr6e 
^f  

S 1Ol - : -  vr t IF common SLOC<

author ized. Sharehofder:s of  common stock have one vote per share.

On August L,  2005, the Company entered into a Stock Purchase
r^,  i^a a: la 

^n 
r  Locl  oaa^r,  e hreiq 

^a -n

ot 40,000,000 shares o '  comnon slock for  a pu-chdse pr ice eqLal  Lo
153 of  the bid pr ice as quoted on the oTC Bul let in Board for the
imn4ediateLy preceding day, such sale being exempt f rom
registrat ion under Regulat ion S of  the secur i t ies Act of  1933. The
Stock Purchase Agreement terminated on December 31, 2005.
3,202,092 cor0mon shares were sold for  cash total ing $186,367.

-n Ivdy,  2005, hp conpdny -ssJed a pr iv. 'e placemenl ol fer inq -or
the safe,  on a best ef for ts basis,  of  a maximum of 13,000,000
conmon shares in tr ' /o rounds, such sale being exenpt from
registrat ion under regulat ion D of  the Secur. i t ies Act of  1933. The
f i rst  round was an of fer ing for  the sale of  a maximum of 6,000,000
common shares at  a pr ice of  $-125 per share as determined by
management wi th a nininum subscr ipt ion amount of  $25,000 per
subscr iber.  The second round was an of fer ing for  the sale of  a
noxinum ol  1,000,000 common sha-es at  a pr ice of  S.25 p-1 shdre as
determined by nanagement with a mininum subscript ion amount of

-8-



NqfE 5

RBAIITY RACI}IG, INC.
(.e. Deve].ollent Stage C@pany)

IIOTES TO FINN{CTAI. SIIATEI'EISTS
DECEMBER 31. 2006

cAPrrAI. srocR (coEfrluED)

$25,000 per subscr lber.  The mininum subscr. ipt ion amounts were not
-ol  loweo. ' Iha pr ivate p-acenenL ol  fer :ng Lerminated June 30, 2006
but was extended for an addi t ional  n inety days. As of  september
30, 2AA6, 4,496,8AA Round one coumon shares nrere sofd for :  net  cash
total ing $531,390 ($.125 per share) and 800,000 common shares were
sold for  cash total ing $50,000 ($.0625 per share),  and 1,090,000
Round Two shares were sold for  cash total ing 5212,50A ($.25 per
share) connissions paid in connect ion wi th the sale of  these
conmon shares totaled $30,550.

r i i^h t^r  
^^ne,r l r in^ 

f66e nr^widcd hw rrrr  ruglr  LUrL,PsrLru !

conpany owned by a stockhofder of the Company, lhe Company issued
q )nn nnn .1rr  

^11 
/(  11 h6rraw,uuw \J 'wJ Psl

share )  -

In August 2005, the Company issued 5,200,000 shares of  cornmon
stock to a stockholder as repal ,ment of  funds advanced of  $140,000
in connecl  ion wiLh the nerger ,S.03 pe" sha-et .

eh:.6e 1,r ' l  , ,a^ )r  q1q nnn /q l rq 
^4.

s!  
- ,F '  

h i<p/ i  , , r^n y6.6r i  ^as . ' ia" i -a ^r  i .as ware issued ;n

. . . r i> l  .>\nan- tn-  - ro n rchase of  a -ace caI.

In June 2006, 200,000 cornmon shares vafued at  $28,9"72 15-14 per
sr^e ra\  hesFd ,rn^n ra.Fnf :e -ssued invrrcr  

" '9 t , ,  ,LcJ wcr

^: \manl-  
f^7 r-h6 n, , r^hrea 

^f '  a pa'a 'a- .

Tn T no 
'nn6

_egd i  d , r r  du\ /Fr L,  s Lng sefv-Lces

rendered of  $10,000 and $150,000, respect ively,  the company issued
1/280,000 cornmon shares valued at  $160.000 ($.125 per share) based
upon recen! cds" of fer '_g pr ices.

Tn n6^6hh6i  2nnA as conpensation
p.odu. 'or  servi-Fs of  $5,000 ard
Company issued 40,000 cofir]non shares
shale) and 1,000,000 shares valued

h^h 
^:ch ^rr^r i  

n^ nr i  
-6e 

: r

rendered and invoiced -

i  .n e6. v i  -6< ind
s6a nna ,  ac^a..  i l ,at  v I  he

valued at  $5,000 ($.125 per
at  $50,000 (5.06 per share)
the t imes the services were

-9-



NOTE 5.

REAIITY RACING, INC -
(A Develolnent Stag€ CodPanY)

NOTES EO FIITANCIAI STATEUENTS
DECEMBER 3L, 2006

CAPITAI, STOCK (CONUXI'ED)

In December 2006,
par vafue pursuant
Directors.

fn Decentcer 2006, under a sect ion 504 publ ic of fer ing in the state

of Minnesota,  2,000,000 free trading shares were issued at  $ '14

per share,  of  whlch the Company received 9'07 per share'  As of

be"enb"r l t ,  zOOe, an addi t ional  11,000,000 shares ! ' /ere being held

in escrow for future sales under the of fer ing'

12,000,000 shares were returned to t reasury aE

to the resignation of a member of the Board of

As of  December 3I ,  2006, 12L,282,816 conmon shares were issued and

outstanding.

lferrants

Effect ive June 1,  2006, the Company entered into a one year

consuft ing agreement for  f inancial ,  business. investor and pubf ic

aelat ions advisoly services.  As compensat ion,  the Company lssued

vested warlants to purchase 1 mil l ion restl icted cormnon snares at

par vafue ovet a f lve year term. The agreement contains seve!al

o 'her prov's jons as lo l lows:

Cashless etercise -  i f  the fa i r  market value as greater than the

purchase pr ice,  the consul tant  may elect  to leceive shares equaL to

the value of  the warrants.

Anti-di lut ion - for the term of the

the consuftant 's {arrants al :e di luted
outstanding shares, the Company sha1l
br ing i t  back to 10?.

agreenent PIus one Year,  j f

below 109 of  the issued and
issue addit ional !{arrants to

Maximr.im exercise - the consuftant is l inited to a naxlmum exercise

of no more that 4.99? of  the Company's outstanding common shares'

Warrant value - lhe value of the shares underlying the watrants

shal1 remain in excess of  $1 mif l ion for  the term of the agreenent

plus one year: .  Tf  at  any t ime the value fal ls below $1 rnl f l ion,  the

bornpany Jal t  issue addi t ional  nTarrants to br ing i t  back to s1

mi 1f  ion -

- t -0



NOIE 5.

NOtt 6.

REAIITY RACING, II{C.
(A D€velop@ent Stage Coqrany)

NO1ES IO FIIIA}ICIAI STAfEUENTS
DECEI{BER 31, 2006

caPrrAr stocK (coNrrrsnEp)

l{alranta (Coatinued)

Registrat ion r ights in the event that  the consul tant  is unable
'o sal l  ' ls  snares pu'suanl  to Rule l l4 wiLL' '  Lhir ly ddys af ter
wr:Lren demano nade at  ieasr one yedr at tera !^e issuance dale,  he
a^-nr-  :^"AAq Snares Ot the

v"-  Fnt 
^.  

s ' r .h <hares.

r . :1. . : r l : r  Ar . lar4^os .hF avan tr" l  . l^e ^^nnanv -s unabfe !o
i<e,1a fh- 

-^hm^n 
et^-L l^  i  r6di  efr : f i^n ql- : romanl lha

-^.r . r1 f^ ,ha ^ )s . ( r  nr i^a oI  Lhe commonLU"Pd'Ly wl f  |Ja] /  o 
-u 

svuq- ! !

stock l is ted on the exchange where traded less the purchase pr ice.

In accordance with SFAS No- 150, Account inq far  Certain Financiaf
fnstr l rnents wi th Character ist ics af  Both Liabi l i t ies and Eoui tv
rn^ Fl"L nn- lq A--^tr^r i rn f4r  DF-i \ -1r  iva 

' ' i rar . i )L lnStrunentS

lndpxed Lo. and PoEent iafLy SeLt led in,  a Canpany's o,vr  sLock, Lhe

-nn.I l - ind 
ic re.^rr la4 

^ i  
:_< dI>->*teed value of

$1,000,000 as of  the da!e of  !he aqreemenL. Prepaid consul ! ing
fees and guar:anteed warrants (a l iabi l i ty)  of  $1,000,000 have been
ra. .* . la. l  P-an^rd -^-s.1l i  : -6 h6 --  an^rt  izeo over Ehe

Le-rm of the consufLing aqreemenE of one yedr For Lhe six monLhs
ended Deceniber 31, 2006, $499,999 was expensed. The guaranteed
walrants account wil l  be reversed when exercised or an the case of
non-reqisErar ion,  whe.1 the l iabi l i !y  -s pd:d.

GOIIIG COIICERN

As ref lected in the f inancial  statements,  the Conpany has an
accumula!ed def 'c j t  o '  s2, l ' l  8, l3 l  s ince -ncepLion. 1n add-r-on,
the Company has noL yeL generd-ed any revenues from ope!at ions.
These factors raise substant ia l  doubt about i ts abi l i ty  to

-^n,  
in,a rc ,  d^ind 

-^n-arn 
Th6 :Fi l i f r r  

^ t  
fha a^hninv r^

cort inue as a going concern 's dependenE on - ts abi l iLy Lo .raj .se
addi t ional  capi ta l .  The f inarcia-L sEaLemenls do noL jnclude any
) r l i , ,c lmcnl  a r  h.r  mi^hr hA na-accrrv eh^,r lA rha a^hn:nu l - .a , r r :h16

to continue as a qoanq concern.

-  11-


