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PART I—FINANCIAL INFORMATION

Unless the context indicates or requires otherwise, (i) the term “Aftersoft” refers to Aftersoft Group, Inc. and its
principal operating subsidiaries; (ii) the term “MAM Software” refers to MAM Software Limited; (iii) the term “ASNA”
refers to Aftersoft Network N.A, Inc. and its subsidiaries; (iv) the term “EXP” refers to EXP Dealer Software Limited
and its subsidiaries; (v) the term “DSS” refers to Dealer Software and Services Limited; and (vi) the terms “we,” “our,” “ours,”
“us” and the “Company” refer collectively to Aftersoft Group, Inc.

ITEM 1. FINANCIAL STATEMENTS

Index to Financial Statements

Consolidated Balance Sheets F-1
Consolidated Statements of Operations and Comprehensive Income (Loss) (Unaudited) F-2
Consolidated Statements of Cash Flows (Unaudited) F-3
Notes to Consolidated Financial Statements (Unaudited) F-5

1
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AFTERSOFT GROUP, INC.
CONSOLIDATED BALANCE SHEETS

(In thousands, except share and per share data)

ASSETS
March 31,

2008
June 30,

2007
(unaudited)

CURRENT ASSETS
Cash and cash equivalents $ 2,402 $ 665
Accounts receivable, net of allowance of $186 and $227 3,247 3,765
Note receivable - 865
Investment in non-marketable securities - 688
Investment in available for sale securities - 360
Inventories 415 339
Other 275 624
Total Current Assets 6,339 7,306
Property and equipment, net 191 359

OTHER ASSETS
Goodwill 20,046 22,393
Amortizable intangible assets, net 4,777 7,494
Software development costs, net 1,644 1,301
Investments in available-for-sale securities 2,828 -
Debt issuance costs, net 449 -
Long-term receivable and other 1,815 29
Total Other Assets 31,559 31,217
TOTAL ASSETS $ 38,089 $ 38,882

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Accounts payable $ 1,748 $ 2,688
Accrued expenses 3,040 2,050
Current portion of accrued litigation costs - 2,275
Payroll and other taxes 885 1,045
Current portion of long-term debt 1,056 745
Current portion of deferred revenue 609 1,397
Taxes payable 398 764
Other current liabilities 485 7
Total Current Liabilities 8,221 10,971

LONG-TERM LIABILITIES
Deferred revenue, net of current portion 542 753
Accrued litigation costs, net of current portion - 1,500
Deferred income taxes 880 880
Long-term debt, net of current portion and debt discount 3,774 4
Long-term liabilities 5,196 3,137

Total Liabilities 13,417 14,108
Commitments and contingencies
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STOCKHOLDERS' EQUITY
Preferred stock, par value $0.0001 per share, 10,000,000 shares authorized,
none issued and outstanding - -
Common stock, par value $0.0001 per share, 150,000,000 shares
authorized,
85,335,721 and 80,127,384 shares issued and outstanding 9 8
Additional paid-in capital 29,797 26,123
Amount due from parent company (1,870) (264)
Accumulated other comprehensive income 1,404 1,523
Accumulated deficit (4,668) (2,616)
Total Stockholders' Equity 24,672 24,774
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 38,089 $ 38,882

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

F-1
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AFTERSOFT GROUP, INC
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME (LOSS)

(Unaudited)

(In Thousands except for share and per
share data)

For the Three Months Ended
March 31,

For the Nine Months Ended
March 31,

2008 2007 2008 2007
Revenues $ 5,833 $ 5,343 $ 16,833 $ 15,452
Cost of revenues 2,721 2,613 7,888 7,548
Gross profit 3,112 2,730 8,945 7,904

Operating expenses
Research and development 832 681 2,290 2,027
Sales and marketing 640 438 1,829 1,347
General and administrative 2,815 859 6,379 1,857
Depreciation and amortization 321 347 1,003 1,104
Total operating expenses 4,608 2,325 11,501 6,335

Operating (loss) income (1,496) 405 (2,556) 1,569

Other income (expense)
Gain on extinguishment of liability - - - 487
Interest expense (360) - (442) (72)
Reduction in litigation settlement - - 76 -
Gain on sale of investment in
non-marketable securities - - 1,312 -
Other, net 36 (2) 35 10
Total other income (loss), net (324) (2) 981 425

Income (loss) before provision for
income taxes (1,820) 403 (1,575) 1,994

Provision for income taxes 77 414 465 599
Income (loss) from continuing
operations (1,897) (11) (2,040) 1,395
Income from discontinued operations - 613 14 852
Loss on sale of discontinued
operations - - (26) -
Net income (loss) (1,897) 602 (2,052) 2,247
Other comprehensive income (loss):
Foreign currency translation gain
(loss) (503) 47 69 1,704
Unrealized loss on investment in
available for sale
securities (234) - (188) -
Total comprehensive income (loss) $ (2,634) $ 649 $ (2,171) $ 3,951

Earnings (loss) per share attributed to
common stockholders - basic and
diluted
Continuing Operations $ (0.02) $ - $ (0.02) $ 0.02
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Discontinued Operations $ - $ 0.01 $ - $ 0.01
$ (0.02) $ 0.01 $ (0.02) $ 0.03

Earnings per share attributed to
common stockholders - basic and
diluted 85,335,721 79,821,167 85,637,056 77,841,736

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

F-2
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CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

(In Thousands)

For the Nine months ended
March 31,

2008
March 31,

2007
Cash flows from operating activities:
Net (loss) income $ (2,052) $ 2,247
Adjustments to reconcile net (loss) income to net cash (used in) provided
by operating
activities:
Depreciation and amortization 1,003 1,473
Gain on extinguishment of liability - (487)
Loss on disposition of property and equipment - 4
Gain on sale of investment in non-marketable securities (1,312) -
Payment of litigation costs (2,000) -
Loss on amount due from parent company 800 -
Loss on sale of discontinued operations 26 -
Gain on modification of debt settlement (123) -
Warrants issued for services 27 -
Changes in operating assets and liabilities (net of effect of acquisitions and
divestitures):
Accounts receivable (987) (929)
Inventories (82) (282)
Prepaid expenses and other assets (321) 89
Accounts payable (780) 884
Net advances to parent company relating to operating
activities (1,769) (109)
Accrued expenses and other liabilities 2,687 (244)
Deferred revenue 265 (655)
Taxes payable (24) (55)
Net cash (used in) provided by operating activities (4,642) 1,936
Cash flows from investing activities:
Net repayments to parent company relating to investment activities - (850)
Purchase of property and equipment (113) (159)
Proceeds from the sale of investment in non-marketable securities 2,000 -
Capitalized software development costs (619) (500)
Net cash provided by (used in) investing activities 1,268 (1,509)

Cash flows from financing activities:
Proceeds from sale of common stock, net of cash issuance costs 2,037 -
Proceeds from long-term debt, net of cash issuance costs 4,359 -
Payments on long-term debt (1,005) (15)
Net cash provided by (used in) financing activities 5,391 (15)

Effect of exchange rate changes (123) (90)
Cash divested in discontinued operations (157) -
Net increase in cash and cash equivalents 1,737 322
Cash, beginning of period 665 458
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Cash, end of period $ 2,402 $ 780

Supplemental disclosures of cash flow information
Cash paid during the period for:
Interest $ 207 $ 72
Income taxes $ 270 $ 427

Supplemental disclosures of non-cash investing and financing activities:
Shares issued for accrued litigation costs $ 825 $ -
Value of shares returned in revised litigation settlement $ 275 $ -
Value of warrants issued in revised litigation settlement $ 152 $ -
Value of warrants issued for debt discount/debt issuance costs $ 911 $ -

Divestiture of MMI (see Note 8):
Cash $ 157
Accounts receivable 439
Inventory 6
Other 27
Current Assets 629
Property and equipment 156
Other long term assets 219
Goodwill 723
Intangible assets 2,242
Total Assets 3,969
Liabilities assumed (1,739)
Net assets divested 2,230
Proceeds received 0
Loss on disposal $ 2,230

Divestiture of EXP (see Note 8):
Accounts receivable $ 1,050
Investments in available for sale securities 369
Current Assets 1,419
Goodwill 1,640
Total Assets 3,059
Liabilities assumed (1,405)
Net assets divested 1,654
Proceeds received:
Investments in available for sale securities 2,334
Receivable from buyer 1,707
Gain on disposal $ 2,387

Divestiture of note receivable of $865,000 for an investment in available
for sale
securities of $682,000 as part of the divestitures of EXP and MMI (see
Note 3).

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

Edgar Filing: Aftersoft Group - Form 10-Q

9



F-3

Edgar Filing: Aftersoft Group - Form 10-Q

10



AFTERSOFT GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

NOTE 1.  MANAGEMENT’S REPRESENTATION

The consolidated financial statements included herein have been prepared by Aftersoft Group, Inc. (“Aftersoft Group”
or the “Company”), without audit, pursuant to the rules and regulations of the U.S. Securities and Exchange
Commission (“SEC”). Certain information normally included in financial statements prepared in accordance with
accounting principles generally accepted in the United States of America has been omitted pursuant to such rules and
regulations. However, the Company believes that the disclosures are adequate to make the information presented not
misleading. In the opinion of management, all adjustments (consisting primarily of normal recurring accruals)
considered necessary for a fair presentation have been included.

Operating results for the three and nine months ended March 31, 2008 are not necessarily indicative of the results that
may be expected for the year ending June 30, 2008. It is suggested that the consolidated financial statements be read
in conjunction with the audited consolidated financial statements and notes thereto included in the Company’s Annual
Report on Form 10-KSB for the year ended June 30, 2007.

NOTE 2.  NATURE OF BUSINESS

Basis of Presentation

Aftersoft Group, Inc. is a subsidiary of Auto Data Network, Inc. (“ADNW”), which owns approximately seventy-eight
percent (78%) of the Company’s outstanding Common Stock as of May 15, 2008.

Aftersoft Group is a leading provider of business and supply chain management solutions primarily to automotive
parts manufacturers, retailers, tire and service chains, independent installers and wholesale distributors in the
automotive aftermarket. The Company conducts its businesses through wholly owned subsidiaries with operations in
Europe and North America. MAM Software Limited (“MAM”) is based in Sheffield, U.K. and Aftersoft Network, NA,
Inc., (“ASNA”) has offices in Dana Point, California, Allentown, Pennsylvania and Wintersville, Ohio.

EXP Dealer Software Services Limited (“EXP”) is comprised of MMI Automotive Limited (“MMI”), based in Wiltshire,
U.K., Anka Design Limited, (“Anka”) based in Chester, U.K., and Dealer Software Services Limited (“DSS”), an inactive
company, which were all sold during the period, and are included as Discontinued Operations in the Consolidated
Financial Statements (see Note 3).

In December 2005, W3 Group, Inc. (“W3”) consummated a reverse acquisition and changed its corporate name to
Aftersoft Group, Inc. W3 was initially incorporated in February 1988 in Colorado and changed its state of
incorporation to Delaware in May 2003. On December 21, 2005, an Acquisition Agreement (the “Agreement”) was
consummated among W3, a separate Delaware corporation named Aftersoft Group, Inc. (“Oldco”) and ADNW in which
W3 acquired all of the issued and outstanding shares of Oldco in exchange for issuing 32,500,000 shares of Common
Stock of W3, par value $0.0001 per share (the “Common Stock”), to ADNW, which was then the sole shareholder of the
Company. The Common Stock issued by W3 had a market value of $54,925,000. At the time of the acquisition, W3
had no business operations. Concurrent with the acquisition, W3 changed its name to Aftersoft Group, Inc. and its
corporate officers were replaced. The Board of Directors of the Company appointed three additional directors
designated by ADNW to serve until the next annual election of directors. As a result of the acquisition, former W3
shareholders owned 1,601,167, or 4.7% of the 34,101,167 total issued and outstanding shares of Common Stock and
ADNW owned 32,500,000 or 95.3% of the Company’s Common Stock. On December 22, 2005, Oldco changed its
name to Aftersoft Software, Inc. and is currently inactive.
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Combination of Entities under Common Control

On August 26, 2006, the Company acquired 100% of the issued and outstanding shares of EXP from ADNW in
exchange for issuing 28,000,000 shares of Common Stock to ADNW, with a market value of $30,800,000. In
addition, on February 1, 2007, the Company acquired 100% of the issued and outstanding shares of DSS from ADNW
in exchange for issuing 16,750,000 shares of Common Stock to ADNW with a market value of $15,075,000. Since
these acquisitions were with the Company’s majority shareholder, the net assets acquired are recorded at the amounts
reflected in ADNW’s consolidated financial statements as of July 1, 2005, and all historical financial statements for the
years ended 2006 and 2007 have been retroactively restated as though the transactions had occurred on July 1, 2005.

F-4
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AFTERSOFT GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

The net assets of EXP at July 1, 2005 consisted of the following:

Cash $ 64,000
Other current assets 773,000
Property and equipment 177,000
Goodwill 635,000
Amortizable intangibles 2,784,000
Current liabilities (708,000)
Other long-term liabilities (807,000)
Net assets recorded to stockholders’ equity $ 2,918,000

The net assets of DSS at July 1, 2005 consisted of the following:

Investment in non-marketable securities $ 688,000
Net assets recorded to stockholders’ equity $ 688,000

Principles of Consolidation

The consolidated financial statements of the Company include the accounts of the Company and its wholly owned
subsidiaries. All significant inter-company accounts and transactions have been eliminated in the consolidated
financial statements.

Concentrations of Credit Risk

The Company has no significant off-balance-sheet concentrations of credit risk such as foreign exchange contracts,
options contracts or other foreign hedging arrangements.

Cash and Cash Equivalents

The Company maintains cash balances at financial institutions that are insured by the Federal Deposit Insurance
Corporation (“FDIC”) up to $100,000. At March 31, 2008, the Company did not have any balances in these accounts in
excess of the FDIC insurance limits. For banks outside of the United States, the Company maintains its cash accounts
at financial institutions it believes to be credit worthy.

Customers

The Company performs periodic evaluations of its customers and maintains allowances for potential credit losses as
deemed necessary. The Company generally does not require collateral to secure its accounts receivable. Credit risk is
managed by discontinuing sales to customers who are delinquent. The Company estimates credit losses and returns
based on management’s evaluation of historical experience and current industry trends. Although the Company expects
to collect amounts due, actual collections may differ from the estimated amounts.

No customer accounted for more than 10% of the Company’s revenues during the three and nine months ended March
31, 2008 and 2007.

Geographic Concentrations
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The Company conducts business in the United States, Canada, United Kingdom (“UK”) and the rest of Europe. From
customers headquartered in their respective countries, the Company derived 24.5% of its revenues from the United
States and 75.5% from its UK operations during the nine months ended March 31, 2008 compared to 1% of its
revenues from Canada, 19% from the United States, 78% from the UK and 2% of its revenues from the rest of Europe
for the nine months ended March 31, 2007. For the quarter ended March 31, 2008 the Company derived 24.3% of its
revenue from the United States and 75.7 % from the UK, compared to 1% from Canada, 23% from the United States
and 76% from the UK for the quarter ended March 31, 2007. As of March 31, 2008, the Company maintains 71% of
its net property and equipment in the UK with the remaining 29% in North America.

F-5
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AFTERSOFT GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Use of Estimates

The preparation of consolidated financial statements in conformity with accounting principles generally accepted in
the United States of America 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 the reported amounts of revenues and expenses during the reporting period. Significant estimates
made by the Company’s management include, but are not limited to, the collectibility of receivables, realizability of
inventories, and recoverability of long-lived assets and valuation of deferred tax assets. Actual results could materially
differ from those estimates.

Fair Value of Financial Instruments

The Company’s financial instruments consist of cash and cash equivalents, accounts receivable, investments in
available-for-sale securities, long-term debt, accounts payable and accrued expenses. The carrying values of such
instruments approximate their fair values as of March 31, 2008 (except investments in available-for-sale securities -
see below) due to their short-term maturities and the lack of significant differential between current prevailing rates of
similar instruments and the rates of the Company’s non-current instruments.

Inventories

Inventories are stated at the lower of standard cost or current estimated market value. Cost is determined using the
first-in, first-out method. Inventories consist primarily of hardware that will be sold to customers. The Company
periodically reviews its inventories and records a provision for excess and obsolete inventories based primarily on the
Company’s estimated forecast of product demand and production requirements. Once established, write-downs of
inventories are considered permanent adjustments to the cost basis of the obsolete or excess inventories.

Investment in Non-Marketable Securities

DSS owned an 18.18% ownership interest in DCS Automotive Ltd, a non-public company in the UK, which it
acquired for $688,000. Non-marketable securities consist of equity securities for which there were no quoted market
prices. Such investments were initially recorded at their cost, subject to an impairment analysis. Such investments will
be reduced if the Company receives indications that a permanent decline in value has occurred. Any decline in value
of non-marketable securities below cost that is considered to be “other than temporary” will be recorded as a reduction
on the cost basis of the security and will be included in the consolidated statement of operations as an impairment loss.

During the nine months ended March 31, 2008, the Company sold its non-marketable investment to a third party for
$2,000,000, generating a gain of $1,312,000.

Available-for-Sale Investments

The Company accounts for its investments in debt and equity securities with readily determinable fair values that are
not accounted for under the equity method of accounting under Statement of Financial Accounting Standards No. 115,
“Accounting for Certain Investments in Debt and Equity Securities” (“SFAS 115”). Management determines the
appropriate classification of such securities at the time of purchase and re-evaluates such classification as of each
balance sheet date. Restricted securities are valued at the quoted market bid price and discounted for the required
holding period until the securities can be liquidated. The Company classifies its marketable securities as

Edgar Filing: Aftersoft Group - Form 10-Q

15



available-for-sale under SFAS 115. Marketable securities consist of equity securities. The specific identification
method is used to determine the cost basis of securities disposed of. Available-for-sale securities with quoted market
prices are adjusted to their fair value. Any change in fair value during the period is excluded from earnings and
recorded, net of tax, as a component of accumulated other comprehensive income (loss). Any decline in value of
available-for-sale securities below cost that is considered to be “other than temporary” is recorded as a reduction of the
cost basis of the security and is included in the statement of operations as an impairment loss. At March 31, 2008,
investments consist of corporate stock with an $188,000 unrealized loss.

F-6

Edgar Filing: Aftersoft Group - Form 10-Q

16



AFTERSOFT GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Property and Equipment

Property and equipment are stated at cost, and are being depreciated using the straight-line method over the estimated
useful lives of the related assets, ranging from three to five years. Leasehold improvements are amortized using the
straight-line method over the lesser of the estimated useful lives of the assets or the related lease terms. Equipment
under capital lease obligations is depreciated over the shorter of the estimated useful lives of the related assets or the
term of the lease. Maintenance and routine repairs are charged to expense as incurred. Significant renewals and
betterments are capitalized. At the time of retirement or other disposition of property and equipment, the cost and
accumulated depreciation are removed from the accounts and any resulting gain or loss is reflected in the statement of
operations. Depreciation expense from continuing operations was $83,000 and $49,000 for the nine months ended
March 31, 2008 and 2007, respectively, and $24,000 and $ 6,000 for the three months ended March 31, 2008 and
2007, respectively

Software Development Costs

Costs incurred to develop computer software products to be sold or otherwise marketed are charged to expense until
technological feasibility of the product has been established. Once technological feasibility has been established,
computer software development costs (consisting primarily of internal labor costs) are capitalized and reported at the
lower of amortized cost or estimated realizable value. Purchased software development cost is recorded at its
estimated fair market value. When a product is ready for general release, its capitalized costs are amortized using the
straight-line method over a period of three years. If the future market viability of a software product is less than
anticipated, impairment of the related unamortized development costs could occur, which could significantly impact
the recorded net income of the Company. Amortization expense from continuing operations was $105,000 and
$153,000 for the three months ended March 31, 2008 and 2007, respectively, and $340,000 and $490,000 for the nine
months ended March 31, 2008 and 2007, respectively.

Amortizable Intangible Assets

Amortizable intangible assets consist of completed software technology, customer relationships and automotive data
services and are recorded at cost. Completed software technology and customer relationships are amortized using the
straight-line method over their estimated useful lives of 8 to 10 years, and automotive data services are amortized
using the straight-line method over its estimated useful life of 20 years. Amortization expense from continuing
operations on amortizable intangible assets was $192,000 and $188,000 for the three months ended March 31, 2008
and 2007, respectively, and $580,000 and $565,000 for the nine months ended March 31, 2008 and 2007, respectively.

Goodwill

SFAS No. 142, “Goodwill and Other Intangible Assets” (“SFAS No. 142”) addresses how intangible assets that are
acquired individually or with a group of other assets should be accounted for in the financial statements upon their
acquisition and after they have been initially recognized in the financial statements. SFAS No. 142 requires that
goodwill and intangible assets that have indefinite useful lives not be amortized but rather be tested at least annually
for impairment, and intangible assets that have finite useful lives be amortized over their useful lives. In addition,
SFAS No. 142 expands the disclosure requirements about goodwill and other intangible assets in the years subsequent
to their acquisition.
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SFAS No. 142 provides specific guidance for testing goodwill and intangible assets that will not be amortized for
impairment. Goodwill will be subject to impairment reviews by applying a fair-value-based test at the reporting unit
level, which generally represents operations one level below the segments reported by the Company. An impairment
loss is recorded for any goodwill that is determined to be impaired, which resulted in a $3,100,000 impairment charge
in fiscal 2007. The Company performs impairment testing on all existing goodwill at least annually. Based on its
analysis, the Company’s management believes that no impairment of the carrying value of its goodwill existed at
March 31, 2008. There can be no assurance, however, that market conditions will not change or demand for the
Company’s products and services will continue which could result in additional impairment of goodwill in the future.

F-7
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AFTERSOFT GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

For the nine months ended March 31, 2008, goodwill activity was as follows:

Balance June 30, 2007 $ 22,393,000
Sale of discontinued operations (2,363,000)
Increase due to foreign exchange movements 16,000
Balance March 31, 2008 $ 20,046,000

Long-Lived Assets

The Company’s management assesses the recoverability of other long-lived assets by determining whether the
depreciation and amortization of long-lived assets over their remaining lives can be recovered through projected
undiscounted future cash flows. The amount of long-lived asset impairment, if any, is measured based on fair value
and is charged to operations in the period in which long-lived asset impairment is determined by management. At
March 31, 2008, the Company’s management believes there is no impairment of its long-lived assets. There can be no
assurance, however, that market conditions will not change or demand for the Company’s products and services will
continue, which could result in impairment of long-lived assets in the future.

Issuance of Non-Employee Stock for Non-Cash Consideration

All issuances of the Company’s stock to non-employees for non-cash consideration have been assigned a per share
amount equaling either the market value of the shares issued or the value of consideration received, whichever is more
readily determinable. The majority of the non-cash consideration received pertains to services rendered by consultants
and others and has been valued at the market value of the shares on the dates issued.

The Company’s accounting policy for equity instruments issued to consultants and vendors in exchange for goods and
services follows the provisions of Statement of Financial Accounting Standards No. 123(R), “Share-Based Payment,”
and Emerging Issues Task Force (“EITF”) Issue No. 96-18, “Accounting for Equity Instruments that are Issued to Other
Than Employees for Acquiring, or in Conjunction with Selling, Goods or Services” and EITF 00-18, “Accounting
Recognition for Certain Transactions Involving Equity Instruments Granted to Other Than Employees.” The
measurement date for the fair value of the equity instruments issued is determined at the earlier of (i) the date at which
a commitment for performance by the consultant or vendor is reached or (ii) the date at which the consultant or
vendor’s performance is complete. In the case of equity instruments issued to consultants, the fair value of the equity
instrument is recognized over the term of the consulting agreement. In accordance with EITF 00-18, an asset acquired
in exchange for the issuance of fully vested, non-forfeitable equity instruments should not be presented or classified as
an offset to equity on the grantor’s balance sheet once the equity instrument is granted for accounting purposes.

Revenue Recognition

The Company recognizes revenue in accordance with the American Institute of Certified Public Accountants’
Statement of Position (“SOP”) No. 97-2, “Software Revenue Recognition,” as amended by SOP No. 98-9, “Modification of
SOP No. 97-2, Software Revenue Recognition, with Respect to Certain Transactions.” Accordingly, software license
revenue is recognized when persuasive evidence of an arrangement exists, delivery of the product component has
occurred, the fee is fixed and determinable, and collectibility is probable. If any of these criteria are not met, revenue
recognition is deferred until such time as all of the criteria are met. In accordance with SOP No. 98-9, the Company
accounts for delivered elements in accordance with the residual method when arrangements include multiple product
components or other elements and vendor-specific objective evidence exists for the value of all undelivered elements.
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Revenues on undelivered elements are recognized once delivery is complete.

In those instances where arrangements include significant customization, contractual milestones, acceptance criteria or
other contingencies (which represents the majority of the Company’s arrangements), the Company accounts for the
arrangements using contract accounting, as follows :

1)  When customer acceptance can be estimated, expenditures are capitalized as work in process and deferred
until completion of the contract at which time the costs and revenues are recognized.

2)  When customer acceptance cannot be estimated based on historical evidence, costs are expensed as incurred and
revenue is recognized at the completion of the contract when customer acceptance is obtained.
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(Unaudited)

The Company records amounts collected from customers in excess of recognizable revenue as deferred revenue in the
accompanying consolidated balance sheet.

Revenues for maintenance agreements, software support, on-line services and information products are recognized
ratably over the term of the related service agreement.

Advertising Expense

The Company expenses advertising costs as incurred. Advertising expense was $15,000 and $32,000 for the three
months ended March 31, 2008 and 2007, respectively, and $57,000 and $124,000 for the nine months ended March
31, 2008 and 2007, respectively.

Gain on Extinguishment of Liability

The Company realized $487,000 of income from the extinguishment of sales tax liabilities during the nine months
ended March 31, 2007 due to the expiration of the statute of limitations related to such liabilities. During June 2001,
CarParts Technologies Inc. (“CarParts”) which is now known as ASNA Tire Management, Inc., adopted a formal plan to
abandon its internet retailing business and a provision was set up to cover any potential sales tax liabilities. This
balance represents the portion of the potential sales tax liability that was never paid.

Foreign Currency

Management has determined that the functional currency of its subsidiaries is the local currency. Assets and liabilities
of the UK subsidiaries are translated into U.S. dollars at the quarter end exchange rates. Income and expenses are
translated at an average exchange rate for the period and the resulting translation gain (loss) adjustments are
accumulated as a separate component of stockholders’ equity, which totaled approximately $(503,000) and $47,000 for
the three months ended March 31, 2008 and 2007, respectively, and $69,000 and $1,704,000 for the nine months
ended March 31, 2008 and 2007, respectively.

Foreign currency gains and losses from transactions denominated in other than respective local currencies are included
in income. The Company had no material foreign currency transaction gains (losses) for all periods presented.

Comprehensive Income

Comprehensive income includes all changes in equity during the period from non-owner sources. For the three months
and nine months ended March 31, 2008, the components of comprehensive income consist of foreign currency
translation gains and unrealized losses in available for sale securities and for the three and nine months ended March
31, 2007, the components of comprehensive income consist of foreign currency translation gains.

Income Taxes

The Company accounts for domestic and foreign income taxes under SFAS No. 109, “Accounting for Income Taxes”
(“SFAS No. 109”). Under the asset and liability method of SFAS No. 109, deferred tax assets and liabilities are
recognized for the future tax consequences attributable to differences between the financial statement carrying
amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets and liabilities are measured
using enacted tax rates expected to apply to taxable income in the years in which those temporary differences are
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expected to be recovered or settled. Under SFAS No. 109, the effect on deferred tax assets and liabilities of a change
in tax rates is recognized in income in the period the enactment occurs. Deferred taxation is provided in full in respect
of taxation deferred by timing differences between the treatment of certain items for taxation and accounting purposes.
Valuation allowances are established, when necessary, to reduce deferred tax assets to the amount expected to be
realized.

Basic and Diluted Earnings (Loss) per Share

Basic earnings (loss) per common share are computed based on the weighted average number of shares outstanding
during the period (see Note 7). Diluted earnings per share are computed by dividing net income by the weighted
average shares outstanding assuming all potential dilutive common shares were issued. The Company had no dilutive
securities for the nine months ended March 31, 2007. For the nine months ended March 31, 2008, a total of
14,134,715 common stock purchase warrants and debt convertible into 3,333,333 shares were excluded from the
computation of diluted net loss per share because their effect would have been anti-dilutive.
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The following is a reconciliation of basic and diluted earnings (loss) per share for all periods presented (in thousands,
except for share and per share data):

For the Three Months
Ended March 31,

For the Nine Months
Ended March 31,

2008 2007 2008 2007

Income (loss) from continuing
operations $ (1,897) $ (11) $ (2,040) $ 1,395
Income (loss) from discontinued
operations - 613 (12) 852
Total $ (1,897) $ 602 $ (2,052) $ 2,247
Income (loss) per share attributed to
common stockholders - basic and
diluted:
Continuing operations $ (0.02) $ - $ (0.02) $ 0.02
Discontinued operations - 0.01 - 0.01

$ (0.02) $ 0.01 $ (0.02) $ 0.03
Weighted average number of shares
of common stock outstanding -
basic and diluted 85,335,721 79,821,167 85,637,056 77,841,736

Recent Accounting Pronouncements

In July 2006, the FASB finalized and issued Interpretation No. 48 (“FIN 48”), entitled “Accounting for Uncertainty in
Income Taxes - an interpretation of FASB Statement No. 109,” which defines the threshold for recognizing the benefits
of tax return positions as well as guidance regarding the measurement of the resulting tax benefits. FIN 48 requires a
company to recognize for financial statement purposes the impact of a tax position if that position is “more likely than
not” to prevail (defined as a likelihood of more than fifty percent of being sustained upon audit, based on the technical
merits of the tax position). FIN 48 was effective as of the beginning of the Company’s fiscal year ending June 30,
2008, with the cumulative effect of the change in accounting principle recorded as an adjustment to retained earnings.
The Company determined the impact of adopting FIN 48 to be immaterial to its consolidated financial statements.

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157 (“SFAS 157”) entitled “Fair
Value Measurements” to define fair value, establish a framework for measuring fair value and expand disclosures about
fair value measurements. This statement provides guidance related to the definition of fair value, the methods used to
measure fair value and disclosures about fair value measurements. SFAS 157 is effective for financial statements
issued for fiscal years beginning after November 15, 2007, and interim periods within those fiscal years. In February
2008, the FASB issued FSP 157-2, “Effective Date of FASB Statement No. 157,” which delays the effective date of
SFAS No. 157 for non-financial assets and liabilities to fiscal years beginning after November 15, 2008. The
Company expects to adopt SFAS No. 157 on July 1, 2009.  The Company is currently assessing the impact the
adoption of SFAS No. 157 will have on its consolidated financial statements.

In February 2007, the FASB issued Statement of Financial Accounting Standards No. 159 (“SFAS 159”), “The Fair
Value Option for Financial Assets and Financial Liabilities - Including an Amendment of FASB Statement No. 115.”
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SFAS 159 would create a fair value option of accounting for qualifying financial assets and liabilities under which an
irrevocable election could be made at inception to measure such assets and liabilities initially and subsequently at fair
value, with all changes in fair value reported in earnings. SFAS 159 is effective as of the beginning of the first fiscal
year beginning after November 15, 2007. The Company is currently evaluating the impact that the adoption of SFAS
159 will have on its consolidated financial position, results of operations and cash flows.
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In December 2007, the FASB issued SFAS No. 141(R), “Business Combinations” (“SFAS No. 141(R)”). SFAS No.
141(R) requires acquiring entities in a business combination to recognize the assets acquired and liabilities assumed in
the transaction; establishes the acquisition-date fair value as the measurement objective for all assets acquired and
liabilities assumed; and requires the acquirer to disclose to investors the information they need to evaluate and
understand the nature and financial effect of the business combination. SFAS No. 141(R) is effective in fiscal years
beginning after December 15, 2008. The Company expects to adopt SFAS No. 141(R) on July 1, 2009.  The Company
is currently assessing the impact the adoption of SFAS No. 141(R) will have on its consolidated financial statements.

In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements”
(“SFAS No. 160”). SFAS No. 160 requires entities to report noncontrolling (minority) interests in subsidiaries as equity
in the consolidated financial statements. SFAS No. 160 is effective in fiscal years beginning after December 15, 2008.
The Company expects to adopt SFAS No. 160 on July 1, 2009.  The Company is currently assessing the impact the
adoption of SFAS No. 160 will have on its consolidated financial statements.

NOTE 3.  ACQUISITIONS AND DIVESTITURES

EXP Dealer Software Limited

The acquisition of EXP was recorded as a combination of an entity under common control (see Note 2).

During the year ended June 30, 2007, ADNW made earn-out payments on behalf of the Company to the previous
owners of Anka totaling $1,500,000 pursuant to the original acquisition agreement between ADNW and the previous
owners. Such payments were recorded as goodwill and a reduction in the amount due from parent company. There are
no additional potential earn-out payments under the acquisition agreement.

On October 30, 2007, the Company divested MMI. Pursuant to the terms of the agreement, EXP agreed to sell shares
of Distal Enterprises (“Distal”), which owned the shares of MMI, to the original sellers of MMI, in full and final
satisfaction of any and all amounts owed to the original sellers of MMI. Under the terms of the agreement, the
Company, EXP, and ADNW were released from any and all of its liabilities under the original purchase agreement
and any other agreements between the parties executed prior thereto, upon the completion and transfer of the entire
issued share capital of Distal to the original sellers. The Company received no further consideration on the sale, and
incurred a loss of $2,230,000 which is included in sale of discontinued operations (see Note 8).

On November 12, 2007, the Company divested all of the shares in EXP. Pursuant to the terms of the Share Sale
Agreement (the “Agreement”) EU Web Services Limited (“EU Web Services”) agreed to acquire, and the Company
agreed to sell, the entire issued share capital of EXP it then owned. In consideration of the sale, EU Web Services
agreed to issue to the Company, within twenty-eight days from the Agreement’s execution, Ordinary 0.01 GBP shares
in its parent company having a fair market value of $3,000,000 at the date of issuance of such shares. The Company
recorded the shares received at $2,334,000, which represents the bid price of the restricted securities received, and
discounted the carrying value by 11% as the shares cannot be liquidated for at least twelve months. The shares are
included as investment in available for sale securities in the accompanying consolidated balance sheet (see Note 8).
Further, the Agreement provided that the Company receive additional consideration in the form of: (i) Ordinary shares
in EU Web Services having a fair market value of $2,000,000 as of the date issuance of, provided that EU Web
Services is listed and becomes quoted on a recognized trading market within six (6) months from the date of the
Agreement; or (ii) If EU Web services does not become listed within the time period specified, Ordinary shares in EU
Web Services’ parent company having a fair market value of $2,000,000 as of the date of issuance. The Company
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recorded the receivable at an 11% discount totaling $1,707,000, which is included in non-current assets in the
accompanying consolidated balance sheet. The Company recorded a gain of $2,387,000 which is included in sale of
discontinued operations (see Note 8).

Dealer Software and Services Limited

This acquisition of DSS was recorded as a combination of an entity under common control (see Note 2). DSS had a
wholly owned subsidiary, Consolidated Software Capital Limited (“CSC”).

During the year ended June 30, 2007, ADNW made earn-out payments on behalf of the Company to the previous
owners of CSC totaling $700,000 related to the original CSC acquisition by ADNW under the acquisition agreement.
Such payments were recorded as goodwill and a reduction in the amount due from parent company. There are no
additional potential earn-out payments under the acquisition agreement.
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On June 17, 2007, DSS sold all of its CSC shares for a note receivable of $865,000.

The operations of CSC are considered discontinued operations of which there were none for the three and nine months
ended March 31, 2007.

On November 12, 2007 as part of the sale of EXP, the $865,000 note receivable was exchanged for EU Web Services
stock having a fair value of $682,000. The transaction resulted in a loss of $183,000 and is included in sale of
discontinued operations.

NOTE 4.  TRANSACTIONS WITH PARENT COMPANY

From time to time payments are made by the Company to settle certain obligations of ADNW. The advances are
non-interest bearing and due on demand. ADNW has minimal operations, and as of December 31, 2007, agreed to
exchange the balance due for 16,000,000 common shares of ADNW. The Company recorded the receivable at
$2,372,000, which represented the bid price of the restricted securities to be received as of December 31, 2007, and
discounted the carrying value by 11% or $188,000.

For the quarter ending March 31, 2008 the Company reduced the carrying value of amount due from parent company
by $800,000, which represents the reduction of the bid price of the restricted shares from December 31, 2007. The
reduction in the receivable has been recorded in general and administrative expenses in the accompanying
consolidated statement of operations. The balance is shown in amount due from parent company in the accompanying
consolidated balance sheet as the shares had not yet been issued as of March 31, 2008. In April 2008, the 16,000,000
shares were issued. The Company will classify the shares as investment in parent company as a reduction in
stockholders’ equity in future financial statements.

ADNW attempted to settle an old outstanding obligation of $775,000 with Mr. Blumenthal (see Note 9) for 4,400,000
shares of ADNW common stock. The value of the shares declined and Mr. Blumenthal elected not to accept the shares
as full compensation and demanded that the Company settle the liability with additional or different consideration. In
April 2008, the Company accepted the 4,400,000 shares from ADNW in exchange for attempting to settle this
liability. The shares have a current value at March 31, 2008 of $484,000. The difference between the value of the
ADNW shares and the amount of the obligation of $291,000 was recorded as general and administrative expense in
the accompanying statement of operations for the three months ended March 31, 2008. The $775,000 obligation is
reflected in accrued expenses in the accompanying March 31, 2008 balance sheet. The Company is in the process of
negotiating a settlement of this obligation. In April 2008, the ADNW shares were issued to the Company. The
Company will classify the shares as investment in parent company as a reduction in stockholders’ equity in future
financial statements.

The total amount due from the parent company from the above transactions at March 31, 2008 and December 31,
2007 was $1,871,000 and $264,000, respectively. Because these amounts were settled in ADNW shares subsequent to
March 31, 2008, these amounts have been reclassified as a reduction in stockholders’ equity in the accompanying
consolidated balance sheets.

On June 29, 2007, the Company granted to a holder of 2,124,098 shares of ADNW preferred stock, which is
convertible into 7,231,622 shares of common stock of ADNW, certain exchange rights. The preferred shareholder
agreed to waive anti-dilution rights it held in ADNW for the right to exchange the preferred shares for 6,402,999 units
of the Company, which units were issued as part of the private placement that closed in July 2007, and contained the
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same terms as the securities issued in that offering: (see Note 7) one share of Company’s common stock, and a
five-year warrant to purchase one share of Company’s common stock exercisable at $1.00. The Company later
received notice that the preferred shareholder intended to complete the exchange and on April 24, 2008, the Company
completed the exchange transaction and issued the shares and warrants. The Company will classify the ADNW shares
received as investment in parent company as a reduction in stockholders’ equity in future financial statements.

As a result of the above transactions, the Company owns approximately 27.6 million shares of ADNW in the
aggregate, representing 26.8 % of ADNW’s common stock on a fully diluted basis. It is the Company’s intention to
liquidate the entire position for cash in the near future, if possible.
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NOTE 5.  LONG-TERM DEBT

Long-term debt consists of the following as of March 31, 2008 and June 30, 2007:

March 31, 2008
June 30,

2007
ComVest term loan, net of debt discount of $887,000 $ 4,113,000 $ 0
McKenna note 567,000 0
Homann notes 125,000 0
Other notes 25,000 749,000

4,830,000 749,000
Less current portion (1,056,000) (745,000)
Long term portion $ 3,774,000 $ 4,000

ComVest Term Loan

On December 21, 2007, Aftersoft Group entered into a Revolving Credit and Term Loan Agreement (the “Loan
Agreement”) with ComVest Capital LLC (“ComVest”), as lender, pursuant to which ComVest agreed to extend a
$1,000,000 secured revolving Credit Facility and a $5,000,000 Term Loan.

Credit Facility and Revolving Credit Note. Pursuant to the terms of the Loan Agreement, the Credit Facility is
available from December 21, 2007 (the “Closing Date”), through November 30, 2009, unless the maturity date is
extended, or the Company prepays the Term Loan (described below) in full, in each case in accordance with the terms
of the Loan Agreement. The Credit Facility provides for borrowing capacity of an amount up to (at any time
outstanding) the lesser of the Borrowing Base at the time of each advance under the Credit Facility, or $1,000,000.
The borrowing base at any time will be an amount determined in accordance with a borrowing base report the
Company is required to provide to ComVest, based upon the Company’s Eligible Accounts and Eligible Inventory, as
such terms are defined in the Loan Agreement. The Loan Agreement contains customary affirmative and negative
covenants, including maximum limits for capital expenditures per fiscal year, and ratios for liquidity.

In connection with the Credit Facility, the Company issued a Revolving Credit Note (the “Credit Note”) payable to
ComVest in the principal amount of $1,000,000, bearing interest at a rate per annum equal to the greater of (a) the
prime rate, as announced by Citibank, N.A. from time to time, plus two percent (2%), or (b) nine and one-half percent
(9.5%). The applicable interest rate will be increased by four hundred (400) basis points during the continuance of any
event of default under the Loan Agreement. Interest will be computed on the daily unpaid principal balance and
is payable monthly in arrears on the first day of each calendar month commencing January 1, 2008. Interest is also
payable upon maturity or acceleration of the Credit Note.

The Company has the right to prepay all or a portion of the principal balance on the Credit Note at any time, upon
written notice, with no penalty. The Credit Note is secured pursuant to the provisions of certain Security Documents.

The Company may, at its option, and provided that the maturity date of the Credit Facility has not been accelerated
due to prepayment in full of the Term Loan, elect to extend the Credit Facility for one additional year, through
November 30, 2010, upon written notice to ComVest, provided that no default or event of default have occurred and
are continuing at that time. The Company also has the option to terminate the Credit Facility at any time upon five
business days’ prior written notice, and upon payment to ComVest of all outstanding principal and accrued interest of
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the advances on the Credit Facility, and prorated accrued commitment fees. The Credit Facility commitment also
terminates, and all obligations become immediately due and payable, upon the consummation of a Sale, which is
defined in the Loan Agreement as certain changes of control or sale or transfers of a material portion of the Company’s
assets.

At March 31, 2008 the Company had sufficient collateral to draw down the $1,000,000 Credit Facility, but has not
borrowed under this facility.

Term Loan and Convertible Term Note.  Pursuant to the terms of the Loan Agreement, ComVest extended to the
Company a Term Loan in the principal amount of $5,000,000, on the Closing Date. The Term Loan is a one-time
loan, and unlike the Credit Facility, the principal amount is not available for re-borrowing.
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The Term Loan is evidenced by a Convertible Term Note (the “Term Note”) issued by the Company on the Closing
Date, and payable to ComVest in the principal amount of $5,000,000. The Term Note bears interest at a rate of eleven
percent (11%) per annum, except that during the continuance of any event of default, the interest rate will be increased
to sixteen percent (16%).

The Term Note is repayable in 23 equal monthly installments of $208,333.33, payable on first day of each calendar
month commencing January 1, 2009, through November 1, 2010, with the balance due on November 30, 2010.

The Company has the option to prepay the principal balance of the Term Note in whole or in part, at any time, upon
15 days’ prior written notice. The Company will be required to prepay the Term Loan in whole or part under certain
circumstances. In the event that the Company prepays all or a portion of the Term Loan, the Company will ordinarily
pay a prepayment premium in an amount equal to (i) three percent (3%) of the principal amount being prepaid if such
prepayment is made or is required to be made on or prior to the second anniversary of the Closing Date, and (ii) one
percent (1%) of the principal amount being prepaid if such prepayment is made or is required to be made subsequent
to the second anniversary of the Closing Date.

The principal and interest payable on the Term Note is convertible into shares of the Company’s common stock at the
option of ComVest, at an initial conversion price of $1.50 per share. In addition, the Company may require conversion
of the principal and interest under certain circumstances.

The number of shares issuable upon conversion of the Term Note (the “Conversion Shares”), and/or the conversion
price, may be proportionately adjusted in the event of any stock dividend, distribution, stock split, stock combination,
stock consolidation, recapitalization or reclassification or similar transaction. In addition, the number of Conversion
Shares, and/or the conversion price may be adjusted in the event of certain sales or issuances of shares of the
Company’s common stock, or securities entitling any person to acquire shares of common stock, at any time while the
Term Note is outstanding, at an affective price per share which is less than the then-effective conversion price of the
Term Note.

The Company incurred a closing fee of $100,000 in connection with the Term Loan. In connection with the Credit
Facility, the Company has agreed to pay an annual commitment fee of $15,000, on December 1 of each year,
commencing December 1, 2008, and on any termination date (pro-rated, if applicable), that the Credit Facility is in
effect, as well as a collateral monitoring and administrative fee of $1,500 per month.

The expenses of this financing were approximately $641,000, which included a finder’s fee of $300,000, lender fees of
$190,000 and professional and due diligence fees of approximately $151,000. The net proceeds to the Company were
approximately $4,359,000. The fees were allocated between debt issuance costs and debt discount. The debt issuance
costs of $478,000 are being amortized and charged to interest expense over the term of the loan using the effective
interest method. Debt discount of $163,000 is recorded in the consolidated balance sheet as a reduction in the carrying
value of the debt, and is being amortized and charged to interest expense over the term of the loan using the effective
interest method.

Warrants. In connection with the Loan Agreement, the Company issued warrants to ComVest to purchase the
following amounts of shares of the Company’s Common Stock, exercisable after the Closing Date and expiring
December 31, 2013: a) Warrant to purchase 1,000,000 shares of common stock at an exercise price of $0.3125 per
share; b) Warrant to purchase 2,000,000 shares of common stock at an exercise price of $0.39 per share; and c)
Warrant to purchase 2,083,333 shares of common stock at an exercise price of $0.3625 per share; (each, a “Warrant”)
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(the 5,083,333 shares collectively issuable upon exercise of the Warrants are referred to herein as the “Warrant
Shares”).   The relative fair value of the Warrants is $868,000 using a Black Scholes valuation model and also contains
a cashless exercise feature. The warrant valuation was computed using a 3.5 % risk free interest rate, a 99% volatility
and a six-year life. The value of the warrants is included in debt discount, is recorded in the consolidated balance sheet
as a reduction in the carrying value of the debt, and is being amortized and charged to interest expense over the term
of the loan using the effective interest method.

The number of shares issuable upon exercise of the Warrants, and/or the applicable exercise prices, may be
proportionately adjusted in the event of any stock dividend, distribution, stock split, stock combination, stock
consolidation, recapitalization or reclassification or similar transaction. In addition, the number of shares issuable
upon exercise of the Warrants, and/or the applicable exercise prices may be adjusted in the event of certain issuances
of shares of the Company’s common stock, or securities entitling any person to acquire shares of common stock, at any
time while the Warrants are outstanding, at an effective price per share which is less than the then-effective exercise
prices of the Warrants.
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The Company has also granted certain registration rights and piggyback registration rights to the holder(s) of the
securities underlying the Term Note and Warrants.

The Company issued warrants to purchase 250,000 shares of common stock as compensation for assistance in
securing the $5,000,000 Term Loan. The warrants were valued at $43,000 using a Black Sholes valuation model and
are included in debt issuance cost. The warrant valuation was computed using a 3.5% risk free interest rate, a 99%
volatility and a six-year life.

Amortization of debt discount was $132,000 and amortization of debt issuance costs was $67,000 for the three months
ended March 31, 2008. Amortization of debt discount was $143,000 and amortization of debt issuance costs was
$72,000 for the period December 24, 2007 to March 31, 2008.

Homann Note

The Company issued an unsecured note payable to Homann Tire LTD (“Homann”) in the amount of $125,000, bearing
interest at 8% per annum and due April 29, 2009 (see Note 9). The terms of the note include interest only payments of
$833 per month. A principal payment of $25,000 was made in April 2007. The remaining balance of $125,000 is
payable in April 2009, and the Company expects to be able to repay this from free cash flow at that time.

McKenna Note

The Company issued an unsecured note payable to Mr. A. McKenna in the amount of $825,000, due July 2009, with
interest at 8% per annum, in 24 monthly installments of $37,313 including interest (see Note 9). The Company
expects to satisfy this obligation from free cash flow. The principal outstanding as of March 31, 2008 was $567,000.

NOTE 6.  SEGMENT INFORMATION

As a result of the divestitures that occurred during the quarter ended December 31, 2007, the Company operates in one
segment, the Automotive Parts Aftermarket Sales and Service industry.

NOTE 7.  STOCKHOLDERS’ EQUITY

On July 5, 2007, the Company issued 5,208,333 shares of common stock and an equivalent number of warrants with
strike price of $1.00 to investors in connection with a private placement of common stock and warrants to purchase
common stock. The net proceeds from this transaction amounted to $2,037,000.

On August 1, 2007 the Company issued 1,718,750 shares of Common Stock and warrants to purchase 1,718,750
shares of common stock at $0.48 per share to Mr. McKenna in partial settlement of the outstanding litigation costs
(see Note 9). These shares were valued at the issue price of the private placement on the date of the transaction of
$0.48 per share, which reduced the amount due to Mr. McKenna by a total of $825,000. In November 2007, the
Company amended the settlement agreement and issued an additional 1,718,750 warrants to purchase common stock
for $0.48 per share. The warrants were issued to replace the common stock included in the settlement agreement. The
fair value of the shares received back was $275,000 and the warrants were valued at $152,000 using a Black Scholes
valuation model. The warrant valuation was computed using a 3.6 % risk free interest rate, a 59% volatility and a 4.5
year life. The Company realized a net reduction in litigation settlement expenses of $123,000 in the nine months
ended March 31, 2008.
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Warrants:

At March 31, 2008, the Company has the following warrants outstanding:

Issuance of warrants in connection with the ComVest Loan Agreement (see Note 5):
ComVest 5,083,333
Other 250,000

5,333,333
Issuance of warrants to a service provider (valued at $27,000) 155,549
Issuance of warrants in McKenna modification (see Note 9) 3,437,500
Issuance of warrants in private placement (see above) 5,208,333
Total issued 14,134,715

Subsequent to March 31, 2008, the Company issued an additional 6,402,999 warrants to a former holder of ADNW
preferred stock (see Note 4).
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NOTE 8.  DISCONTINUED OPERATIONS

The net assets of MMI on the date of divestiture consisted of the following (in thousands):

Cash $ 157
Accounts receivable 439
Inventory 6
Other 27
Current Assets 629
Property and equipment 156
Other long term assets 219
Goodwill 723
Intangible asset 2,242
Total Assets 3,969
Liabilities assumed (1,739)
Net assets divested 2,230
Proceeds 0
Loss on disposal $ (2,230)

The net assets of EXP on the date of divestiture consisted of the following (in thousands):

Accounts receivable $ 1,050
Investments in available-for-sale securities 369
Current Assets 1,419
Goodwill 1,640
Total Assets 3,059
Liabilities assumed (1,405)
Net assets divested 1,654
Proceeds - value of shares and receivable (see Note 3) 4,041
Gain on disposal $ 2,387

Included in discontinued operations of the Company are the following results of EXP, including MMI (in thousands):

For the Period
July 1, 2007

until the
Date of sale

Nine Months
Ended

March 31, 2007
Revenue $ 1,670 $ 5,093
Cost of sales and operating expenses 1,656 4,027
Income from operations 14 1,066
Other expense - 11
Income taxes - 203
Net income, net of taxes $ 14 $ 852
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AFTERSOFT GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Three Months
Ended

March 31, 2007
Revenue $ 2,000
Cost of sales and operating expenses 1,353
Income from operations
Other expense

647
21

Income taxes 13
Net income, net of taxes $ 613

NOTE 9.  COMMITMENTS AND CONTINGENCIES

Legal Matters

From time to time, the Company is subject to various legal claims and proceedings arising in the ordinary course of
business. The ultimate disposition of these proceedings could have a materially adverse effect on the consolidated
financial position or results of operations of the Company.

(1) On August 1, 2007 the Company and Mr. McKenna entered into an agreement resolving all outstanding
actions by Mr. McKenna against the Company and its subsidiaries related to the initial action against
CarParts Technologies, Inc., which is now known as ASNA. The agreement provided that the Company
would pay Mr. McKenna $2,000,000 in cash, $825,000 on a promissory note with an interest rate of 8%
amortized in equal payments over a 24-month period, and in addition would issue Mr. McKenna 1,718,750
shares of Common Stock of the Company, which represented an aggregate number of shares of common
stock of the Company that the parties determined fairly represented $825,000 (assuming a price of $0.48
per share of common stock, the closing price of the Company’s common stock on the date of settlement).
Mr. McKenna was also entitled to warrants to purchase an equivalent number of shares of common stock at
the same price. Upon entering this agreement all parties agreed to withdraw all existing litigation and
claims. The Company finalized its agreement with McKenna on September 6, 2007 and revised its
litigation accrual to $3,650,000 to reflect the settlement. The shares were issued in fiscal 2008 (see Note 7).
This settlement was amended during the quarter ended December 31, 2007 (see Note 7).    

Additionally, the Company entered into a settlement agreement with Mr. Arthur Blumenthal, a former shareholder of Anderson
BDG, Inc. Mr. Blumenthal’s lawsuit against the Company’s parent ADNW emanated from an agreement Mr. Blumenthal had with a
subsidiary of the Company, ASNA (f/k/a CarParts Technologies, Inc.) for the purchase of Anderson BDG, that had not been settled
although it was past due. The Company assumed the liability as part of a plan of spinning off certain businesses into the Company
and renegotiated the agreement with Mr. Blumenthal, the terms of which required the Company to make a payment of $50,000 cash
and the issuance to Mr. Blumenthal and registration of 300,000 shares of the Company’s common stock, which were issued in fiscal
2007 and valued at $0.48 per share, (the closing price of the Company’s common stock on the date of settlement) or $144,000. The
Company subsequently completely settled the lawsuit with Mr. Blumenthal and repaid his notes in fiscal 2008. In fiscal 2008, the
Company is in the process of negotiating a settlement with Mr. Blumenthal in another matter on behalf of ADNW (see Note 4).

(2)Homann Tire LTD (“Homann”) filed a complaint against the Company’s subsidiary ASNA (f/k/a CarParts
Technologies, Inc.) in California District Court on August 11, 2005 regarding the Company’s obligations pursuant
to a software license agreement that it entered into with Homann on October 18, 2002.

The Company started to implement the system but full installation was never completed and Homann moved to another system 6 months
later. During depositions pursuant to this case, the Company successfully negotiated an agreement with Homann on March 29, 2007. The
terms of the agreement provide for a settlement payment to Homann of $150,000 bearing interest at 8% per annum. Payment of $25,000 cash
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was made in April 2007. The remaining balance of $125,000 is payable in April 2009, and the Company expects to be able to repay this
from free cash flow at that time. Interest on the note payable is payable in equal monthly installments of $833 (see Note 5).

(3)  The Company was sued by a former officer of W3 Group, Inc. for $37,000 for an unpaid note and expenses. The
Company settled the litigation for $17,500 in the nine months ended March 31, 2008 as part of reduction in
litigation settlement in the accompanying consolidated statement of operations.
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AFTERSOFT GROUP, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

Indemnities and Guarantees

The Company has made certain indemnities and guarantees, under which it may be required to make payments to a
guaranteed or indemnified party, in relation to certain actions or transactions. The Company indemnifies its directors,
officers, employees and agents, as permitted under the laws of the State of Delaware. In connection with its facility
leases, the Company has indemnified its lessors for certain claims arising from the use of the facilities. In connection
with its customers’ contracts the Company indemnifies the customer that the software provided does not violate any
US patent. The duration of the guarantees and indemnities varies, and is generally tied to the life of the agreement.
These guarantees and indemnities do not provide for any limitation of the maximum potential future payments the
Company could be obligated to make. Historically, the Company has not been obligated nor incurred any payments
for these obligations and, therefore, no liabilities have been recorded for these indemnities and guarantees in the
accompanying consolidated balance sheet.

F-18
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION

Some of the statements contained in this Quarterly Report on Form 10-QSB, which are not purely historical, are
forward-looking statements, including, but not limited to, statements regarding the Company’s objectives,
expectations, hopes, beliefs, intentions or strategies regarding the future. In some cases, you can identify
forward-looking statements by the use of the words “may,” “will,” “should,” “expects,” “plans,” “intends,” “anticipates,” “believes,”
“estimates,” “predicts,” “potential,” or “continue” or the negative of those terms or other comparable terminology. Although
we believe that the expectations reflected in the forward-looking statements are reasonable, our actual results could
differ materially from those disclosed in these statements due to various risk factors and uncertainties affecting our
business. We caution you not to place undue reliance on these forward-looking statements. We do not assume
responsibility for the accuracy and completeness of the forward-looking statements and we do not intend to update
any of the forward-looking statements after the date of this report to conform them to actual results. You should read
the following discussion in conjunction with our financial statements and related notes included elsewhere in this
report. For a more complete understanding of our industry, the drivers of our business and our current period results,
you should read the following Management’s Discussion and Analysis or Plan of Operation in conjunction with our
Annual Report on Form 10-KSB for the year ended June 30, 2007 and our other filings with the SEC.

Overview

Aftersoft Group Inc. is a technology holding company that has two wholly owned subsidiaries based in the U.S.
(ASNA) and the U.K. (MAM), which operate separately from each other. We have and continue to market and
develop business management software solutions that manage both the business and supply chain for small and
medium-sized firms in the automotive aftermarket. The automotive aftermarket includes those businesses that supply
servicing, parts, oil, tires, and performance extras to the retail market.

Management has observed a number of changes within the aftermarket that will change the landscape of the
automotive aftermarket over the next 12 to 18 months. One of these is the growing convergence of the aftermarket and
tire markets. Management has seen that these previously separate markets have started to encroach on each other’s
territory, with those businesses within the aftermarket looking to sell tire-related products and vice versa. Management
believes that this presents an opportunity for us as it has a solution that addresses both requirements. Another
significant change we have observed at this time is the desire of parts manufacturers to produce and control their own
product catalogues, rather than allowing this information to be made available by third-party catalog suppliers.
Economically the largest issue that the industry is facing at this time is the slowdown in the global economy combined
with an increase in living costs. These factors, combined with a reduction in available credit, are causing consumers to
reduce the amount of money that they spend on modifying their automobiles. This was a growing market; we now
expect this market to level off and then decline over the next 12 months. However, the continued slowdown in the
economy globally and a reduction in available credit for many people will mean that they will have to continue to
maintain older cars rather than upgrade to newer models that would have required main dealer servicing as opposed to
independent or self-service servicing. Management feels that this will be an opportunity for those businesses operating
in the automotive aftermarket to at least maintain present business levels, if they are able to efficiently manage their
businesses and find methods to reduce costs without affecting service levels.

Our revenue and income is derived primarily from the sale of software, services and support, although in the U.K. we
also earn a percentage of our revenue and income from the sale of hardware systems to clients. In the nine months
ended March 31, 2008, we generated revenues of $16,833,000 with a net loss of $2,052,000; to date, 76% of our
revenues come from the U.K. market. We have recently raised capital through equity and debt financing (netting
proceeds of approximately $6.4 million) and the sale of our DCS investment, which we have used in part to settle an
outstanding legal judgment and repay outstanding notes. The remainder of the capital is being used to fund the growth
of the business.
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We are headquartered in Chester, U.K. with additional offices for the U.S. operating subsidiary in Dana Point,
California, Allentown, Pennsylvania and Wintersville, Ohio, and, for the U.K. operating subsidiary, in Sheffield,
Northampton and Wareham in the U.K.

The software that we sell is mainly based on a Microsoft Windows-based technology although we do still have an
older ‘Green Screen’ terminal-based product. The four main products that we sell in the U.S. each relate to a specific
component of the automotive aftermarket supply chain. First is “warehouse distribution.” Into this market we sell our
Direct Step product, which enables large warehouses with millions of parts to locate, manage, pack and deliver the
parts with ease and efficiency. Second, these parts are distributed to the next business in the chain, which is the “jobber.”
Into this market segment we sell our Autopart product, which manages a jobber’s whole business (i.e., financial, stock
control and order management) but more importantly enables the jobber to quickly identify the parts that his client
needs, either via the internet or telephone, so that the correct product for the vehicle on the ramp can be supplied.
Third, the next segment of the automotive aftermarket supply chain is the “installer,” who repairs and maintains
automobiles. The installer needs systems that enable him to efficiently and simply manage his businesses, whether as
a single entity or national multi-site franchise. Into this segment we sell VAST. The fourth segment is the “open webs.”
This technology allows these three separate business solutions to connect to each other to allow, among other
processes, ordering, invoicing and stock checking to take place in real-time both up and down the supply chain. The
U.K. market differs from that of the U.S. in that it does not have the same number of large warehouse distribution
centers, so we do not sell the Direct Step product in the U.K. We continue to sell the Autopart product to the jobber
market, but sell Autowork and Autocat+ to the installer market.

2
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To date, management has identified three areas that it believes we need to focus on.

The first area is within the U.K. market. MAM, our U.K. subsidiary remains successful within the automotive market
and has spent many years expanding its market penetration. To continue the previous year’s levels of growth the
business will now focus on moving into additional vertical markets, which share common issues to that of the
automotive market. The business has developed a reputation of high levels of service and knowledge within the
automotive market; it now needs to replicate these in these additional verticals. Management has identified that this
expansion needs to be carefully monitored due to the state of the global economy.

The second area is for the continued sales and market initiatives tied to the Autopart product within the U.S. market. A
senior member of the U.K. management team has been seconded to the U.S. business to head this product in an effort
to bring the same levels of knowledge and customer relation to the U.S. market as have been established in the U.K.
Management believes that this will enable us to capitalize on Autopart’s success to date within the U.S. market and aid
increased penetration. While management believes that this is the correct route to follow it is aware that this effort and
the move of personnel may affect the U.K. business with the transfer of a key member of management.

The third area of focus is the sales and marketing strategy within the U.S. market. To date, although increased
resources have been made available for sales and marketing, they have not brought the levels of return that
management had expected. This area remains a focus for management and a review of the U.S. business’s present sales
processes and marketing efforts is taking place. Management recognizes that if it is unable to recruit, train and deploy
suitably capable personnel within the market, the businesses products will be undervalued and its market potential will
not be reached.

Critical Accounting Policies

There were no changes to those policies disclosed in the Annual Report on Form 10-KSB for the fiscal year ended
June 30, 2007.

Results of Operations

Our results of operations for the three months and nine months ended March 31, 2008 compared with the three months
and nine months ended March 31, 2007 were as follows:

Revenues. Revenues of $5,833,000 and $16,833,000 for the three month and nine months ended March 31, 2008,
respectively, compared with $5,343,000 and $15,452,000 for the three month and nine months ended March 31, 2007,
respectively, were below our expectations due to poorer than predicted sales from our U.S. business. However, we did
recognize an increase in revenues of $490,000, or 9.1%, during this fiscal period, resulting from a combination of
increased sales of data services and support from our U.K. operations and increased sales of software from the U.S.
operation. Our present funding from ongoing sales and revenue will continue to sustain us through the coming year in
line with projections while allowing us to expand further into the U.S. market place.

Cost of Revenues. Total cost of revenues for the three month and nine months ended March 31, 2008, were
$2,721,000 and $7,888,000, respectively, compared with $2,613,000 and $7,548,000 for the same periods of March
31, 2007, respectively. This was consistent with the increase in revenues, but shows that on-going efforts of
management to control costs as revenues increase is proving effective.
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Operating Expenses. The following tables set forth, for the periods indicated, our operating expenses and the
variance thereof:

For the Three Months
Ended March 31,

2008 2007 $ Variance % Variance
Research and development $ 832,000 $ 681,000 $ 151,000 22.2%
Sales and marketing 640,000 438,000 202,000 46.1%
General and administrative 2,815,000 859,000 1,956,000 227.7%
Depreciation and amortization 321,000 347,000 (26,000) -7.5%
Total Operating Expenses $ 4,608,000 $ 2,325,000 $ 2,283,000 98.2%

For the Nine Months
Ended March 31,

2008 2007 $ Variance % Variance
Research and development $ 2,290,000 $ 2,027,000 $ 263,000 13.0%
Sales and marketing 1,829,000 1,347,000 482,000 35.8%
General and administrative 6,379,000 1,857,000 4,522,000 243.5%
Depreciation and amortization 1,003,000 1,104,000 (101,000) -9.1%
Total Operating Expenses $ 11,501,000 $ 6,335,000 $ 5,166,000 81.5%

Operating expenses increased by $2,283,000 for the three months ended March 31, 2008, compared with the three
months ended March 31, 2007, and increased by $5,166,000 for the nine months ended March 31, 2008 compared
with the nine months ended March 31, 2007. This is due to the following:

Research and Development Expenses. Research and Development expenses increased by 22.2% for the three
months and 13.0% for the nine months ended March 31, 2008, when compared with the same period in the previous
fiscal year. This increase was due to a reduction in capitalized projects within the U.K. business as well as the
introduction of additional staff and cost of living pay reviews.

Sales and Marketing Expenses. Sales and Marketing expenses increased by $202,000 during the three months ended
March 31, 2008 as compared with the same period in 2007, and increased by $482,000 for the nine months ended
March 31, 2008 compared with the nine months ended March 31, 2007. This increase is due to the appointment of
additional sales personnel within the U.S. operation during the three months ended March 31, 2008 and additional
costs associated with increased attendance of industry shows compared to the previous year. The U.K. operation also
appointed additional resources within its marketing department and experienced an increase in its advertising costs,
compared with the previous fiscal year.

General and Administrative Expenses. General and Administrative expenses increased by $1,956,000 and
$4,522,000 for the three months and nine months ended March 31, 2008 as compared with the same periods in 2007.
$800,000 of this increase in costs was related to a write down of receivables from the parent company, ADNW.
$499,000 of the increase was attributable to an increase in costs within the U.S. and U.K. operating companies. This
included costs associated with new U.K. premises, write off of bad debt by the U.S. business and payroll taxes that
were payable during the quarter. $166,000 of this increase was due to liabilities that became payable upon completion
of the debt funding. $275,000 of this increase was due to our recognition of head office and corporate costs that
ADNW had expensed in the same fiscal period of 2007. $291,000 of the increase was due to our assumption of the
liability for the settlement of Mr. Blumenthal’s claim against ADNW. $72,000 of increased expense was due to legal
fees related to filings that we incurred during the three months ended March 31, 2008 compared to the previous fiscal
period.
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Depreciation and Amortization Expenses. Depreciation and amortization expenses decreased by $26,000 and
$101,000 for the three months and nine months ended March 31, 2008 as compared with the same periods in 2007.
This decrease is almost entirely due to the U.K. operation having fully amortized capital development projects when
compared to the same period of the previous fiscal year.
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Interest Expense. Interest expense increased by $360,000 and $370,000 for the three months and nine months ended
March 31, 2008, respectively. This increase in interest expense for the three and nine month periods, when compared
to the previous fiscal year, is related to our servicing interest payments associated with our loan from ComVest
Capital LLC. We paid ComVest Capital LLC $158,000 in cash. The remaining $215,000 was accounted for in
amortization of debt discount and debt issuance costs, which are included in interest expense.

Other Income. Other income for the three and nine months ended March 31, 2008 amounted to income of $36,000
and $1,423,000, respectively, compared with a loss of $2,000 and income of $497,000 for the same periods ended
March 31, 2007. The income for the nine month period ended March 31, 2008 is related to the reduction in litigation
costs and the one-time gain on sale of non-marketable securities, $76,000 and $1,312,000 respectively. For the nine
months ended March 31, 2007, other income primarily relates to a one-time gain on extinguishment of a liability.

Income Taxes. Income taxes decreased by $337,000 and $134,000 for the three and nine months ended March 31,
2008 and 2007, respectively. This increase was due to a consolidated loss within the Company during the three
months ended March 31, 2008. When compared to the consolidated income for the previous fiscal period, this reduced
the total provision for income taxes.

Discontinued Operations. The income from discontinued operations was $0 as compared to $613,000 for the three
months ended March 31, 2008 and 2007, respectively, and earnings of $14,000 and $852,000 for the nine months
ended March 31, 2008 and 2007, respectively. Loss on the sale of discontinued operations was $26,000 for the nine
months ended March 31, 2008.

Net Income (Loss). As a result of the above, we realized a net loss amounting to $1,897,000 for the three months
ended March 31, 2008, compared with a net loss of $11,000 for the three months ended March 31, 2007, and realized
a net loss of $2,052,000 for the nine months ended March 31, 2008 compared with a net income of $2,247,000 for the
nine months ended March 31, 2007.

Liquidity and Capital Resources

To date, most of our profits have been generated in Europe, but with the introduction of new products and efforts to
streamline U.S. operations, we expect to see an increase in overall revenues with a contribution from U.S. operations
in fiscal 2008. We completed an equity offering and realized net proceeds of $2,037,000 in the first quarter and
completed a convertible debt offering that realized net proceeds of $4,359,000 in the second quarter. We also sold
non-marketable securities for $2,000,000 and realized a profit of $1,312,000. These funds were used to settle and pay
down litigation of approximately $3,000,000. The funds were also used to reduce accounts payable and settle
liabilities of the parent company.

We sold EXP during the second quarter and received a note and securities valued at approximately $4,600,000. The
securities are unregistered public company shares and we expect to liquidate the position when a registration
statement is declared effective.

We also used cash to settle approximately $2,700,000 of liabilities of ADNW and in consideration of our assuming
such liabilities we received 20,400,000 shares of ADNW common stock. The value of the ADNW stock is
approximately $1,900,000. We are considering our options with respect to the disposition of the stock, which includes
selling the shares or retiring them post-spinoff.

If internal revenues prove insufficient to support our growth plans, we may consider raising additional funds through
debt or equity financing. There can be no assurance that such funding will be available on acceptable terms, in timely
fashion or even available at all. Should new funds be delayed, we plan to reduce the burden on our current funding to
a sustainable level and to tailor our development programs accordingly.
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Summary

We expect to see continued growth from both the US and UK operations over the remaining months of fiscal 2008,
with strong growth in revenues and operating income from the US operation. We have identified a number of
opportunities to widen our client base within the automotive industry and are actively pursuing those at this time. We
also expect to see increases in revenue over the next two quarters, specifically due to additional products that have
been developed by the US operation being fully released to customers.

We intend to continue to work at maximizing customer retention by supplying and developing products that
streamline and simplify customer operations, thereby increasing their profit margin. By supporting our customers’
recurring revenues, we expect to continue to build our own revenue stream. We believe that we can continue to grow
our customer base through additional sales personnel, targeted media and marketing campaigns and products that
completely fit clients’ requirements. We also intend to service existing clients to higher levels and increasingly partner
with them so that together we’ll both achieve our goals.

Revenues are continuing to provide the business with positive cash flow and free cash that will enable us to continue
to support and grow the business both in the U.S. and U.K. In addition the debt raised will enable us to settle our
outstanding liabilities associated with the U.S. operation while leaving sufficient capital for us complete our growth
plans within the U.S. market. These plans still require us to hire an additional number of sales and marketing staff, to
expand within the U.S. market, to target new vertical markets effectively in the U.K. and to support expanded
operations overall.

We believe our plan will strengthen our relationships with our existing customers and provide new income streams by
targeting new vertical markets with our Tradera product in addition to introducing new products. Also the
strengthening of our financial position will enable us to demonstrate to potential customers our long term future.
Taken together, we anticipate that these plans will return value to our shareholders.

ITEM 3. CONTROLS AND PROCEDURES

(a) Evaluation of Disclosure Controls and Procedures

As of the end of the period covered by this report, the Company carried out an evaluation, under the supervision and
with the participation of the Company’s management, including the Company’s Chief Executive Officer and the
Company’s Chief Financial Officer, of the effectiveness of the design and operation of the Company’s disclosure
controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as
amended). Based on this evaluation, the Company’s Chief Executive Officer and Chief Financial Officer concluded
that the Company failed to properly disclose ADNW-related transactions in the financial statement footnotes at March
31, 2008.

In connection with the disclosure errors, the Company’s Chief Executive Officer and Chief Financial Officer
concluded that, as of March 31, 2008, the Company’s disclosure controls and procedures were not effective due to the
material weakness described below.

A material weakness is a control deficiency, or combination of control deficiencies, that results in more than a remote
likelihood that a material misstatement of the annual or interim financial statements will not be prevented or detected.
As a result of the disclosures errors described above, the following material weakness was identified in the Company’s
assessment of the effectiveness of disclosure controls and procedures as of March 31, 2008:

1.  The Company did not maintain effective controls over the identification of disclosure related to significant
transactions.
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As a result, management has taken steps to ensure that the material weakness did not lead to a material missed or
incomplete disclosure in the financial statements included herein, including implementation of additional review
procedures specifically designed to ensure all necessary disclosures were provided.

Based on the aforementioned additional procedures, the Company’s management has concluded that the consolidated
financial statements included in this Quarterly Report on Form 10-QSB for the period ended March 31, 2008, fairly
present in all material respects the Company’s financial condition, results of operations and cash flows for the periods
presented in conformity with accounting principles generally accepted in the United States of America.

(b) Changes in internal control over financial reporting

There were no changes in the Company’s internal control over financial reporting in the Company’s third fiscal quarter
of the fiscal year ending June 30, 2008 covered by this Quarterly Report on Form 10-QSB, that have materially
affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting.

(c) Management’s report on internal control over financial reporting

Not applicable.
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PART II—OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

From time to time, the Company is subject to various legal claims and proceedings arising in the ordinary course of
business. The ultimate disposition of these proceedings could have a materially adverse effect on the consolidated
financial position or results of operations of the Company.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

There were no unregistered sales of equity securities by the Company that were not previously disclosed on a Current
Report on Form 8-K filed with the SEC.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders in the third quarter of the Company’s fiscal year ended June
30, 2008.

ITEM 5. OTHER INFORMATION

There have been no material changes to the procedures by which security holders may recommend nominees to the
Company’s Board of Directors.

ITEM 6.  EXHIBITS

E x h i b i t
Number Description
31.1 Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of

2002.
31.2 Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of

2002.
32.1 Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
32.2 Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant

to Section 906 of the Sarbanes-Oxley Act of 2002.
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SIGNATURES

In accordance with the requirements of the Exchange Act, the registrant has duly caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.

Aftersoft Group, Inc.
Date : May 15, 2008 By: /s/ Ian Warwick

Ian Warwick
Chief Executive Officer
(Principal Executive Officer)

Date : May 15, 2008 By: /s/ Charles Trapp
Charles F. Trapp
Chief Financial Officer
(Principal Financial Officer)
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INDEX TO EXHIBITS

E x h i b i t
Number Description
31.1 Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of

2002.
31.2 Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of

2002.
32.1 Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section 1350, as Adopted

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
32.2 Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Pursuant

to Section 906 of the Sarbanes-Oxley Act of 2002.

Edgar Filing: Aftersoft Group - Form 10-Q

50


