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Washington, D.C. 20549
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PART I

Item 1. Description of Business
(a) BUSINESS DEVELOPMENT

Viper Powersports Inc. is the success@@&O Capital Corporation (“ECCQO”), which was incorated in Nevada in 1980 under a
former name. Prior to 2001, ECCO was actively erddgr years in the business of leasing used auidesoto individuals with subprime
credit ratings. Because of its inability to achigvefitability, ECCO ceased all active operation2001. ECCO remained inactive until its
stock exchange acquisition of Viper Motorcycle Camypin early 2005, incident to which it changedhigsne to Viper Powersports Inc. on
March 11, 2005.

Effective March 31, 2005, Viper Powerspadnts. acquired all of the outstanding capital stoEXiper Motorcycle Company, a
Minnesota corporation, resulting in Viper Motoray€lompany becoming a wholly-owned subsidiary oféviBowersports Inc. For
accounting and operational purposes, the acquisitas a recapitalization conducted as a reversgisitign of Viper Powersports Inc. under
the purchase method of accounting. Viper Motorcg@benpany was regarded as the acquirer. Accordioglyfinancial statements reflecti



this reverse acquisition have been prepared torgiveactive effect to the incorporation of Vipeptdrcycle Company on November 18, 2|
and represent the operations of Viper Motorcyclenfany since its inception. Consistent with reversguisition accounting, all of the ass:
liabilities and accumulated deficit of Viper Motgde Company are retained on our financial statémas the accounting acquirer. Since
Viper Powersports Inc. had no assets or liabilitipsn the effectiveness of the reverse acquisitierhook value has been stated at zero o
recapitalized balance sheet.

The stock exchange for the reverse acipnsitas effected on a one-for-one basis, resuitirthe stockholders of Viper Motorcycle
Company exchanging all of their capital stock fdika amount of capital stock of Viper Powerspdrts. Viper Powersports Inc. issued
8,378,324 shares of common stock and 783,000 shapesferred stock to shareholders of Viper Moyate Company, valued at a total of
$7,579,800 based on the book value of Viper MotdeeZompany on the date of acquisition. This reslih the former shareholders of Vi
Motorcycle Company acquiring approximately 94%haf tesulting combined entity. The principals of &fifPowersports Inc. (formerly
ECCO Capital Corporation) prior to the acquisitiwere Nathan Neff and John Provo. In addition, altkrs of stock options and warrants
the purchase of common stock of Viper Motorcyclenpany exchanged their options and warrants intdaimptions and warrants to
purchase common stock of Viper Powersports Inc.

Viper Performance Inc. is also a wholly-@srsubsidiary of Viper Powersports Inc. Viper Parfance Inc. was incorporated in
Minnesota in March 2005 for the purpose of recejand holding engine development technology anetssequired by Viper Powersports
Inc. effective March 31, 2005.

As used herein, the terms “we”, “us”,
unless the context indicates otherwise.

ouahd “the Company” refer to Viper Powersports bed its two wholly-owned subsidiaries,

Since our inception in late 2002, we hagerbin the business of designing, developing antheencing commercial marketing and
production of premium custom V-Twin motorcycles ptaply known as “cruisers.” Our motorcycles will distributed and sold under our
Viper brand through a nationwide network of indegem motorcycle dealers. Marketing of our motoregdb targeted toward the upscale
market niche of motorcycle enthusiasts who prafeafly products and are willing to pay a higher erier enhanced performance, innovative
styling and a distinctive brand. We believe thera consistently strong demand for upscale or jurwstorcycle products like our American-
styled classic Viper cruisers and our premium V4{T@ngines. For example, the prestigious upscald Raport magazine publishes a Robb
Report Motorcycling magazine bi-monthly, whichasgeted exclusively to luxury motorcycle products.

In 2004 we produced and sold to our inidiedlers a preliminary run of our initial cruiseodel powered by a non-proprietary engine,
consisting of 25 motorcycles which generated reesraf approximately $600,000. We then discontiraredfurther production operations in
order to concentrate on acquiring proprietary motole engine technology so that we could have aur engines to power all Viper
motorcycles, as well as to complete certain othatenial enhancements to our initial cruiser. We pleted the development and extensive
testing of our proprietary V-Twin engines by OctpB805, and we have been very satisfied with theiformance while powering our
cruisers during all kinds of street and highwayring conditions.
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During the first nine months of 2005, wecatompleted all other planned enhancements andament modifications to our primary
Viper cruiser, the “Diablo.” We believe that ourpér Diablo now satisfies all styling, performancel @uality standards or criteria that we
resolved to be met before being commercially inticati in our marketplace. We are currently in thaeess of outsourcing and/or ordering
components, parts and raw materials for commepc@duction and sales of Viper cruisers by the sunwh2006.

2005 Reorganization

Viper Motorcycle Company filed a registeatistatement with the Securities and Exchange Cagiami in June 2004 to register an initial
public offering (IPO) of 1,800,000 common shared &r800,000 warrants to be offered as pairs ataggerices of $5.00 per share and $.10
per warrant. This IPO registration was withdrawdamuary 2005 after the underwriter informed usith@uld not be completed due to
prevailing stock market conditions. Because ofitiadility to effect this IPO funding, we undertoakd completed a major reorganization
during early 2005 which included the above-descriteyerse merger recapitalization along with thevession of most of our debt into our
capital stock. We believed that we could not surag an ongoing entity and obtain any further meténancing unless we could eliminate
most of our outstanding debt.

Our debt conversions in this reorganizatamk place in Januaryebruary 2005, and they were all made on the oA§i2.50 per share
capital stock of Viper Motorcycle Company. Debt gersions included accounts payable, accrued liedsiland loans. We satisfied total
liabilities of $4,770,879 including $2,813,379 bgitonverted into 1,125,354 common shares and $508being converted into 783,000
preferred share:



Purchase of Engine Development Technology

Our proprietary engine development techgwleas purchased effective March 31, 2005. Thesgesfic assets were acquired from Thor
Performance Inc., (“Thor”) a Minnesota corporatinrexchange for 2,996,575 shares of common stoskpEr Powersports Inc. issued to
Thor. Related parties of our company own a subistamijority of Thor. See “Certain RelationshipsldRelated Transactions.”

Motorcycle technology acquired by us irsthirategic asset purchase includes designs atatypes for three V-Twin engines and other
motorcycle engines, related motorcycle componentid@pment, and a commitment to complete engineldpwgent still in progress which
was completed by June 2005. Our proprietary end@velopment technology was designed and developerdtioe past 6-7 years by Melling
Consultancy Design (MCD), a leading engine desighdevelopment firm based in England.

Corporate Data

The address of the Company in suburban &&polis is 5733 International Parkway, New Hope, 88428; its phone number is (763)
732-0778; and its website address is www.viperpspa@ts.com.

(b) BUSINESS OF COMPANY

We develop and produce proprietary motdecpcoducts targeted toward consumers who purahaseale luxury products. Any matel
revenues we generate initially will be from saleoaf Diablo cruisers. Additional anticipated sowroé revenues include a second model of a
Viper cruiser scheduled for commercial introductinate 2006, aftermarket sales of our propriet&Vwin engines, and sales of ancillary
Viper motorcycle products including aftermarkettoms parts and accessories and Viper branded appadedther merchandise.

Our revenue stream will be primarily affected bgtoumer demand for our Viper motorcycles, our apttit timely provide Viper products in
response to dealer orders, recruitment and retenfieffective Viper dealers who actively promotel @ell our products, and our dealers’
acceptance of our floor plan financing facility. \terrently hold orders from our dealers for appneiely 100 Viper cruisers, although these
orders are cancelable anytime by dealers.
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Our Market

Motorcycles are generally characterizeth@ir industry by weight, primarily based on engitigplacement size. Our cruisers fall within
the heavyweight motorcycle category which incluneslels with engine displacements of at least 6%dwisic centimeters). There are
generally four types of heavyweight motorcycles:

e standard, which emphasize simplicity and low cost;
e performance, which emphasize handling and speed;
e touring, which emphasize rider comfort and longatise travel; and

e cruisers, which are designed to facilitate custatnin by owners.

According to information released by Harl@gvidson based on data from the Motorcycle InguSwuncil (MIC), heavyweight
motorcycle sales in the U.S. have increased eaahfg@em 1992 to 2004. Over a ten-year period fr@82lto 2002, new heavyweight
motorcycle registrations increased from 86,400xinitL992 to 442,300 units in 2002, an average @rgrowth rate in excess of 15%.

Our Viper motorcycles are offered and cotepe the upscale segment of the heavyweight custerwin cruiser market dominated by
Harley-Davidson. We believe that potential custameithis upscale market seek motorcycle modelsigaa product and lifestyle appeal
associated with the classic American V-Twin crutsadition. Our targeted customer base has expafudedany years due to the growing
popularity of motorcycling along with the agingtbe population bulge from the poafterld War Il baby boom years. Many males of theyt
boom generation now are in their peak income egrp@ars, making them good prospects for luxury godde believe that premium
motorcycles have become well-accepted and popukary recreational motorsports products. In iterg@nnual report, Harley-Davidson
stated that the typical consumer of their heavyheigotorcycles is a married man in his mid-fortiesing an income of approximately
$81,000.

Our Motorcycles



Viper Diablo

The Viper Diablo is our primary cruiser, igfhwe believe has been designed and developedmwdtty styling and performance features
and components distinguishing it from cruiserswf @ompetitors. Our development efforts have fodugéstantially on providing enough
signature styling and component features for thebdito compare favorably to other premium cruisers

Premium components and distinctive features oDiadlo include:

e a powerful, billet-cut proprietary V-Twin engine;

e our unique right-side drivetrain providing maximuitger balance;
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e premium HID headlights and LED display functions;

e a 6-speed transmission;

e adjustable rear end air suspension system andérahMarzocchi forks;
e a proprietary handlebar vibration dampening systmd;

e wide high-quality Metzeler tires and premium bilgheels.
The outward appearance of the Diablo includesrdistie styling features such as:

e substantial use of billet-cut components includimg V-Twin engine, primary drive, controls and wisee

e alow, streamlined look;

e oil storage in the frame, enabling a sleeker antemaked appearance due to absence of an undevildaalk;
e a unique swingarm design; and

e rear light and LED turn signals built into the fend
Basic specifications of the Diablo cruiser ared®mvs:

o Wheelbase length and ral 68 inches, 3°

o Weight: 570 pound:

o Seat height 21-25 inches, adjustab

e ENgine type 45°V-Twin, air-cooled

o Engine displacemen Choice of 115, 128 and 152 cubic incl
o Fuel distribution Mikuni carburetion or direct injection (D
e Frame: 1 1/2" tubular stee

e Transmission/drivetrair  6-speed, Viper rigl-side drive
o Final drive: Belt

o Rea-end suspensiol Adjustable ai-ride



e Froni-end suspensiol Marzocchi inverted cartridge forl

e Tires: Metzeler— 130mm front and 240mm re
o DBrakes: 4-piston caliper both front and re
o Power rating range: 10E-150 bhp and 11-170 ft.Ibs. torque depending upon the displaceraegine mode

Viper Diablo PC

The Viper Diablo PC is a distinct modelrfrour Diablo cruiser primarily due to its differestyling features. It is longer and lower than
the Diablo, providing it with a somewhat choppaetiook compared to the Diablo. Most of the unideatures and premium components
used in the Diablo are also included in our Didb® model. Suggested retail prices of our DiabldiR€are expected to be approximately
10% more than Diablo cruisers with the same sizBaMifi engine.
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Viper Proprietary Engines

The proprietary engine technology acqubgdis in early 2005 affords us the opportunity fieromultiple displacements of engine size.
We have completed extensive testing for our thmé&i V-Twin models of 115 cubic inches, 128 cubiiches and 152 cubic inches. Both our
Diablo and Diablo PC cruisers lines will offer cangers the opportunity to choose from any one cddlthree engines to power the
motorcycle they purchase. We believe that havingomn proprietary engines will distinguish us clgand favorably from other upscale
custom V-Twin competitors.

Our proprietary V-Twin engines feature #rbdlet aluminum construction including casesalls, cylinders, rocker boxes and covers,
and oil pump components. Regardless of their vgryated power, our V-Twins will utilize the sameakshaft and stroke dimensions, with
only the size of the cylinder bore creating théedént displacements.

MCD Production Contract

In December 2005, we entered into a writtemmercial production contract with Melling Cortamicy Design (MCD) of Rochdale,
England to outsource the manufacture of engineféatss sufficient to satisfy our planned motoreyproduction for 2006. These engine kits,
to be produced in England by MCD and shipped tavilscontain all material components for our V-Twengines. During the first seven
months of 2006, MCD will produce a total of 120 eragkits. MCD has commenced production under thigract, and we expect to receive
the initial shipment of engine kits in March 200@e have purchased $41,000 of tooling and manufact@quipment in England which is
being used by MCD incident to this contract. Wd vatain ownership of this capital equipment upomeletion of the contract. We also hi
paid MCD an equipment set-up charge of $2,200.

Over the seven-month period of this cortrae will pay MCD approximately $28,700 monthlyinding compensation for six MCD
employees, leasing the necessary CNC and othepragui and related software needed for billet prédnof our engine components, and
cutting engine gears. We also will pay MCD a fisaftware expense payment of approximately $6,0@0arast contract month. In addition,
we will pay MCD approximately $1,230 per enginefhit the raw material aluminum billet costs. Acdogly, our estimated cost of each
engine kit will be approximately $2,960, or $35%)0d06r all 120 of them. These costs are approximbtsause the MCD contract payments
are expressed in English currency, and actual patgmeay vary somewhat due to prevailing currenagdlations from month to month.

Sales and Marketing

We will sell our motorcycles directly toroauthorized Viper dealers. Our dealer network imitlude well-established, independent full-
service dealers offering more than one motorcycdad. We currently have 17 Viper dealers locatéahanily in Southern and Midwestern
states, all of which are experienced in selling s@vicing premium heavyweight V-Twin motorcycle#ge will continue to recruit additional
qualified Viper dealers to attain our goal of haymnationwide distribution network. Our near-termarketing focus will emphasize dealer
recruitment in regions of the country where we ldekler representation.

Our dealers must maintain full-service dépants capable of providing quality V-Twin engisied drivetrain maintenance and repair.
They also must be able to perform custom upgrad& wwo cruisers. Viper dealers enter into a writealer agreement with us granting them
a designated, non-exclusive location to sell Vipetorcycle products. Dealers have the exclusivet tigguse and display our Viper brand in
their respective locations in connection with théef our products. They must be responsible farranty services and general repair



maintenance services, maintain adequate workingatagnd conduct material efforts toward promotangl selling Viper products. Dealer
agreements are for a one-year term, and expireratically unless renewed by us and consented thégealer.

We will conduct substantial ongoing markgtactivities to support our dealer network anchprte Viper products and brands to our
customer base and to the general public. Our magkand promotional efforts will include advertigim selected trade publications and
motorcycle magazines, production and publicatiosadés brochures, technical product documentadiot providing service and operational
manuals for dealers and their customers. We albgavriicipate in direct mail promotions to prospiee customers, attend leading motorcy
trade shows and conventions including the annuati@nati V-Twin Expo for cruiser motorcycle dealeasd appear at popular motorcycle
rallies including the Sturgis rally, Daytona Bikegk, Myrtle Beach rally and Biktoberfest. We alstend to institute material public
relations efforts directed toward obtaining pultiiea of articles on our company and its productsdustry magazines and in newspapers
other publications available to the general public.

Table of Contents

Dealer Floor Plan Financing

We have a written agreement with GE ComimakRistribution Finance Corporation (CDF) to prdeifloor plan financing to Viper
dealers. Under this facility, we submit an invoioeCDF describing motorcycles we ship to a dedildra dealer requests CDF floor plan
financing. Provided CDF accepts the transactionk- @) pay us 96.7% to 100% of the amount invoigégthin 15 days of CDF'’s receipt of
the invoice. We expect that most of our Viper desaleill purchase products from us financed by @B floor plan facility. Each Viper
dealer must qualify independently with CDF to asdss financing, and CDF is only obligated to fina products it has approved on a
transactional basis. Ten of our dealers have gedifith CDF for this financing, and we expect wally all of our dealers to qualify during
2006.

CDF's obligation to finance dealer purctgasgViper products is also subject to:
e our delivery of products to the dealer within 3¢slaf CDF’s acceptance;

e receipt of a transaction number from CDF; and

e receipt by CDF of the invoice from us within 10 dayf product delivery to the Viper dealer.

If for any reason CDF deems it necessargpossess Viper products from a Viper dealer, wstmrepurchase them from CDF at the
greater of the dealer unpaid balance or our originaice price, regardless of the condition of therchandise, and we also must pay any
repossession expenses incurred by CDF. Our CDF filan financing facility may be terminated anytitne CDF or by us upon 30 days
written notice to CDF.

Design and Development

We are committed to a substantial ongoiegjgh and development program to:

e introduce new Viper motorcycle models on an anbaais;
e improve and enhance existing Viper models;

e develop as many parts and components as possililefiouse production toward our goal of reducing préidaccosts and controllir
quality; and

e develop and produce or outsource production ofllangiViper components and accessories for sath@narge custom cruiser
aftermarket.

We believe our established design and deweént systems, our professional and motivatecpaed, and other development equipn
and capabilities will enable us to timely desigd d@evelop new Viper products as needed to satigfyhanging needs and tastes of the
custom cruiser market. Our design and developmagrtadions are conducted primarily through our ind@development and engineering
department located in our suburban MinneapolidifgcSince our November 2002 inception through Biaber 30, 2005 we spent
approximately $2.8 Million on product research,igesand development including capital purchasesqoiipment.

Manufacturing and Supplie




Our manufacturing operations consist dfi@quse production of certain components and passgmbly and polishing components, and
conducting quality control of iprocess and finished motorcycles. Motorcycle bauty @ectrical components are outsourced for prooludd
our specifications to various experienced manufacsuof motorcycle components, including framewdekders, gas tanks and electrical
harnesses and wiring. Other key components ardased off-the-shelf from various independent mastufars and distributors mostly
located in the United States, including brake amspension systems, handlebars, transmissions atuthes, drive belts, ignition starters,
seats, tires and wheels, panel indicators, lightskatteries. Components manufactured by us inehfyam billet aluminum raw materials
include swingarms, footpegs, controls and many Ispaats. Painting of our motorcycles is outsourtetivo local painting companies skilled
in custom motorcycle painting.

We have designed our quality control prared and standards to include inspection of incgrmomponents and adherence to specific
work-in-process standards during motorcycle assgnftdriodic quality control inspections will be alutted at various stages of our
assembly operations. Finished motorcycles will ldgexted to performance testing under running d¢andi and to final quality inspection,
including starting and operating each motorcyclelmedicated test foreman.

Except for our written contract with MCD pooduce proprietary engines for us during 2006de@ot have, nor do we intend to enter
into, any written agreements to obtain motorcydmponents or parts. Other than these engines arid-bouse production, we acquire our
components and parts through individual purchaderersubmitted to our vendors and manufacturets ledéd times as needed to satisfy our
ongoing production. Although we have identifieddam some cases contacted, alternative suitablkesstior obtaining components not
produced in-house, the loss of one or more of aajonsuppliers or manufacturers could cause maeiays in our production operations
and result in material harm to our business anahfifal condition.
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Warranty Policy

We will provide a standard limited warraifdy Viper products primarily covering parts anfida to repair or replace defective
motorcycle components. Our warranty will cover mited mileage during an effective one-year termdé&frour Viper dealer agreements, our
dealers will conduct repairs on Viper products undarranty, for which we will reimburse dealers. Méaty repairs and replacements will be
provided at no cost to the consumer.

Competition

The heavyweight motorcycle market is higtitynpetitive, and most of our competitors have tutimlly greater financial, personnel,
development, marketing and other resources thawhish puts us at a competitive disadvantage. Cajontompetitors have substantially
larger sales volumes than we expect to ever realiden most cases have greater business divetsific Our main competitor is Harley-
Davidson, which for years has dominated the custanser segment of the motorcycle marketplace. Qtiggor competitors include Polaris
with its Victory motorcycle brand, BMW, Honda, SkiuYamaha, Kawasaki, Moto Guzzi, Ducati and Trilmpirect competition in the
upscale cruiser market includes Big Dog, Americamiiorse, Bourget’'s Bike Works and others. We atsmpete with many small
companies and sole proprietors who produce custaisers on a one-off basis using unbranded compgenBnue to the steady growth of
cruiser-style motorcycles in recent years, we ekfgeencounter additional new competitors from tiiméime.

We believe that the principal competitiaetbrs in our industry are styling, performancelify, product pricing, durability, consumer
preferences, marketing and distribution, brand eness and the availability of support services.cafeot assure anyone that we will be able
to compete successfully against current or futorapetitors or that the competitive pressures fdgeds will not materially harm our
operations, business and financial condition.

Intellectual Property

We hold a registered trademark for our Yipgo, and we have registered for trademark ptimtedor the use of the term Viper in
connection with motorcycles and motorcycle produstthough we have not been challenged by any padgarding our use of Viper as a
brand name, there is no assurance that we willvet¢edemark protection from the U.S. Patent arati@mark Office. If we cannot obtain an
official registration of the Viper trademark, hovesywe believe we hold the right to continue ugimgViper name and brand as it is now t
by us for motorcycle products. We are aware of otisers of the marks Viper and Diablo for variousducts, and there is no assurance one
or more of these other users will not challengeuse:.

We regard our development technology angetary know-how and assets as being very vadublis, but we have no patent
protection to date. We are in the process of piegaertain patents relating to our V-Twin engia@sl certain other Viper motorcycle
components, which we expect to have filed withwh®. Patent and Trademark Office by the end of 2808 do not expect to obtain any
significant patent protection, however, and weridtéo rely primarily upon a combination of tradersts and confidentiality agreements



protect our intellectual property.

There is no assurance that any measuren takus to protect our intellectual property Wil sufficient or that such property will prov
us with any competitive advantage. Competitors mapble to copy valuable features of our products obtain information we regard as a
trade secret. We are currently not aware of anynslaf infringement against us regarding our prasloc intellectual property rights.
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Government Regulation

Motorcycles sold in the United States, fpaan Union countries, Canada and other countreesuject to established environmental
emissions regulations and safety standards. Viptomycles must be certified by the Environmentait€ction Agency (EPA) for
compliance with applicable emissions and noisedstais and by the California Air Resources Board RBAwith respect to California’s
more stringent emissions regulations. Motorcyctedd 81 California also are subject to certain tgigpand evaporative emission requirements
unique to California.

Motorcycles sold in the United States dse aubject to the National Traffic and Motor VdhiSafety Act and its rules promulgated and
enforced by the National Highway Traffic Safety Admtration (NHTSA). This safety act prohibits safeany new motorcycle failing to
conform to NHTSA safety standards, and also pravide remedying safety defects through productli®céd/e are also required to recall
motorcycles voluntarily if we determine a safetyedé exists regarding Viper motorcycles. If the N6 or we determine a defect exists
requiring a recall, the costs to us of such an eveunld be very substantial.

We are in the process of submitting ourevipruisers and their V-Twin engines to the appliegovernmental agencies to satisfy their
certification requirements and standards. We exjgeicicur material ongoing costs to comply with oreycle safety and emissions
requirements. As new laws and regulations are adopte will assess their effects on current andréuViper motorcycle products. We
expect to spend about $60,000 in 2006 for such tange.

Employees

We currently employ 16 persons including management, development, marketing and admitiistrpersonnel, all of whom are
employed fulltime. We expect to hire 3-4 assemiggspnnel in the middle of 2006 when we expect tareence commercial production of
Viper cruisers. Other than these additional assgipéisonnel, we do not anticipate needing any ewhdit personnel during the next twelve
months.

Item 2. Plan of Operation and Management Analysisfd=inancial Condition and Results of Operations.

The following discussion should be readanjunction with our consolidated audited finanattements and related notes included in
this registration statement. These financial statesihave been prepared in accordance with UnisgdsSGenerally Accepted Accounting
Principles (US GAAP).

Results of Operations for the Eleven Months Ended dvember 30, 2005 Compared to the Eleven Months EndéNovember 30, 2004.

Revenues and Gross Proftevenues during the first eleven months of 200%W&56 consisting of minimal sales of motorcyclepa
compared to revenues of $566,076 for the firsterilanonths of 2004 consisting of sales of Viper motdes without our proprietary engine.
The decrease of sales in 2005 was due to our diacimg offering motorcycles in late 2004 until wee able to offer commercial motorcyc
having a proprietary engine.

Cost of revenues for the first eleven rherif 2004 were $444,536,resulting in a gross podf$121,540 (21.5%). Any comparison to
the same eleven months of 2005 would be meaningless

Research and Development ExpenBesearch and development increased by $71,1451& %777 during the first eleven months of
2005 from $641,432 during the first eleven month2a94. This increase was due primarily to thengrof an additional product developm
employee in 2005.

Selling, General and Administrative Expensialling, general and administrative expenses iseay $773,677 to $3,841,497 during
the first eleven months of 2005 from $3,067,880rduthe same eleven months of 2004. This increasedue primarily to increased
marketing and dealer recruitment and support dietsvincluding more frequent appearances at inggstows and motorcycle rallie



Loss from Operation©perational losses were $4,554,172 for the fiesteh months of 2005 compared to $3,587,712 fosdmee
eleven months of 2004. This loss increase of $®86during the first eleven months of 2005 compaeettie same 2004 period was due to
increases in operating expenses in the 2005 peffedt by the gross profit realized in the sim2&04 period.
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Interest Expensénterest expense decreased by $170,403 to $158)L #t&e first eleven months of 2005 from $323,581the same
eleven months of 2004. This decrease was due plyni@iour conversion of outstanding notes during early 2005 reorganization.

Results of Operations for the Year Ended Decemberl3 2005 Compared to the Year Ended December 31, 200

Revenues and Gross ProfRevenues for 2004 increased by $542,568 to $591@60%$49,192 during 2003. This increase occurred
primarily because our initial motorcycles were agailable until late 2003. Gross profit for 2004esavas $117,913 compared to $22,316 for
2003 sales.

Research and Development ExpenBesearch and development increased by $670,98824 %705 for year 2004 from $546,722 for
year 2003. This increase was due primarily to #toé bf any material development until the seconatigu of 2003 along with a considera
2004 increase in in-house development personnebatsurced development projects.

Selling, General and Administrative Expensgalling, general and administrative expenses isedy $1,995,578 to $4,543,867 for
year 2004 from $2,548,289 for year 2003. This iaseewas due to a significant increase in marketimgmanagement personnel i
expenses during 2004 as well as increased adnaitivgtrand professional fees in 2004.

Loss from Operation©Operational losses were $5,643,659 for 2004 condptar&3,072,695 for 2003. This increase in lossas f
operations of $2,570,964 in 2004 compared to 2088 due to increased operating expenses in 2004t bffsthe larger gross profit realizec
2004 compared to 2003.

Interest Expensénterest expense for year 2004 was $133,149 compar$27,040 for year 2003. This increase of $10®jh 2004
was due to a significant increase in loans to 0¥ to support ongoing operations.

Plan of Operation

Our long-term business strategy or gotd isecome a leading developer and supplier of premi-Twin heavyweight motorcycles, V-
Twin engines, and ancillary motorcycle afterman@tducts. In implementing this strategy, we intéméxecute the following matters for the
next twelve months:

Commercialize the Diablo and Diablo R®ur primary focus during 2006 will be to establgermanent production operations for our
motorcycle products to be manufactured by us oonangercial scale. We have obtained the necessamkivgocapital and inventory financing
for this purpose. We also are completing a prodactissembly line including shelving, railings andividual station equipment necessary for
efficient factory production operations. We alsedabtained all vendors, suppliers or subconttaod parties needed for obtaining
components, parts and raw materials for our motdesyand having them painted after assembly, andilveontinue to identify and obtain
alternate sources for material components.

Continue Design and Developmewe will complete development and testing of oighler priced model in our Diablo line, the Diablo
PC, in the first half of 2006 in order for it to peoduced commercially by the third quarter of 200& also will commence design and
development for one or more additional Viper modelbe available for shipment to our dealers in7200

Expansion of Distribution NetworkWe will continue to identify and recruit qualifiendependent motorcycle dealers to become Viper
dealers until we achieve our goal of having a matide network of Viper dealers. We will only seléali-service dealers which we determine
possess a successful V-Twin motorcycle sales Fistosolid financial condition, a good reputatiarttie industry, and a definite desire to sell
and promote Viper products. We also intend to rieand retain one or more Canadian motorcycle deatesell our products. Moreover, in
2006 we intend to commence initial efforts to emteerseas foreign markets including identifyingeefive overseas motorcycle distributors
and attracting them to our products and Viper brand

Expansion of sales and marketing activitié¥e will continue and expand upon our marketintivéties which are primarily focused
toward supporting our dealer network and buildingev brand awareness. We will participate in legdionsumer and dealer trade shc



rallies and other motorcycle events. We will attaehtkast eight major trade shows or rallies du#i6g6. We also will engage in ongoing
advertising and promotional activities to develop @nhance the visibility of our Viper brand image.

Market and sell ancillary Viper productdn 2006, we intend to commence marketing andssafi@ variety of ancillary products under
our Viper brand, particularly in the large custoraiser aftermarket. We expect our primary afterratidales will be our line of powerful
Viper V-Twin engines, and by 2007 we anticipateagfihg substantial revenues from Viper engine saléisis active aftermarket. We also
intend to develop and offer for sale certain biflatts and components to be manufactured by ususér We also will outsource production
of ancillary Viper items from third-party supplieéreluding various motorcycle parts and accesspcekectibles, and other Viper branded
merchandise. For example, we have recently obtarsmlirce to provide us with a line of Viper brashdpparel. Our ancillary Viper products
will be sold through multiple marketing channelslirding Viper dealers, independent aftermarketlogtgand our website.
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We anticipate spending approximately tHe¥dang amounts in the next twelve months to suppoir operating expenses regardless of
the number of motorcycles we sell or the revenuesageive:

Sales and marketing expenses including dealer stigpd recruitmen $ 1,200,00!
Research and development activit $  650,00(
General and administrative expenses including memagt compensation of $240,C $  750,00(
Rent or mortgage payments and fixed overhead erp $  400,00(
Obtaining governmental regulatory certificatic $ 60,00(
Purchase of capital equipméht $ 75,00(

(1) Represents the 10% down payment needed for ttehgee of $750,000 of CNC machines needed for us&®&/-Twin engine
production. The balance will be paid in monthlytadenents over a fiv-year period

Due to our 2005 private placement, we grdte having sufficient cash to support our opataéxpenses until we commence comme
deliveries of Viper motorcycles in the summer 00@0Thereafter we will need additional working ¢abiwhich there is no assurance will be
available as needed.

Planned Relocation to New Facility

We intend to move all of our business apédrations to a new facility in Big Lake, MinnesbtaApril 2006. This new facility, which
will be leased by us, is much larger and more add@tto our projected manufacturing operations thancurrent facility. In particular, the
new facility contains ample space and electricabgrdfor the large CNC machines we will need in otdesatisfy our planned in-house
production of many Viper motorcycle components froigh-grade aluminum billet raw materials. The &aogpacity of our planned new
headquarters also will provide us with plenty gbamsion room to satisfy our projected growth invéfier operations for the foreseeable
future. See “Description of Property.”

Engine Production

We are outsourcing the production of oujamangine components to Melling Consultancy DegldD) to satisfy our planned 2006
production needs. Since MCD was the designer anelaiger of our proprietary engines, we are paréidylcomfortable having our initial
commercial engine components being manufacturdd®p. See “Description of Business-MCD Productiom@act.”

We intend to commence in-house V-Twin aegiroduction at the Big Lake facility by Janua@p?2, after which we do not anticipate
outsourcing the production of any major engine congmts to an outside source. After moving to Bigd,ave intend to acquire and install
the necessary CNC equipment and related softwafetiere production of our V-Twin engine components

Liquidity and Capital Resources

Since our inception, we have financed awelbpment, capital expenditures and working capiads through the issuance of our ca
stock or through loans from our principal sharebodd Financing through issuance of our common efiepred stock has included private
placements for cash, common stock issued for ereplepmpensation and consulting services, commak &sued to satisfy accounts
payable, and common and preferred stock issuedrteett outstanding loans and other liabilities icépital stock of our company. We have
raised a total of approximately $6.1 Million thrduthe sale of our common stock in private places)eand at least $3.5 Million in loans fr
our management or principal sharehold



We have also relied on satisfying substhetnployee compensation, consulting fees, prodeatlopment, marketing and administra
expenses directly through issuance of our commmrkstrom inception through the end of 2004, wel @efotal of approximately $2.4
Million for such expenses with our common stock.

As of November 30, 2005, we had cash ressuof $1,011,578, total liabilities of approxiniat$443,000 and a working capital positi
of approximately $850,000.

2005 Private Placement

In late August 2005, the Company complet@divate placement of 1,000,038 shares of its comstock at a purchase price of $3.9C
share. This placement was commenced in June 2865yas offered on the basis of a minimum of $3.9idAi and a maximum of $7.5
Million. Bathgate Capital Partners LLC of Denvegl@ado was the Placement Agent for this privaferafg, and we received net proceeds
of $3,387,024 after payment of commissions andraiffering expenses. We offered our shares inglasement only to accredited investors,
and 32 accredited investors participated in theguteent.

The Placement Agent received 10% commisséomd a 3% non-accountable expense allowancenglatiall shares sold in the
placement, and in addition received a warrant tolpase 100,004 shares of our common stock exelei§abluding a “cashless” exercise
provision) at $3.90 per share during a five-yeanteThe Placement Agent also was granted a prefateight of first refusal to purchase for
its account, or to sell for our account, any of securities for which we seek a private or pubffering to raise capital in the four-month
period after completion of the placement.

Investors in this placement were grantegsteation rights which require us to prepare &alaviith the SEC within 90 days of the closi
of the placement a registration covering the reshtbeir shares. Although we currently do not haueh a registration on file with the SEC,
none of the investors have yet objected to ourydela
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Termination of SEDA Financing Agreement

In August 2005, the Company entered in&iandby Equity Distribution Agreement (SEDA) witlt@ell Capital Partners, LP of Jersey
City, New Jersey. Under the terms of this SEDA ffitiag facility, Cornell committed to purchase ugtts Million of common stock of the
Company over a period of 24 months. We paid Comebmmitment fee for this SEDA by issuance to @b 133,333 shares of our
common stock and also granted Cornell a threeweaarant to purchase 1,750,000 of our common ster$4.60 per share.

Due to our belief that the SEDA is invalid January 2006 we terminated the SEDA betweeandsCornell. Incident to the termination,
we also canceled all commitment fee shares andaw@rivhich had been issued to Cornell. There isssarance that Cornell will not purst
claim for damages against us incident to our teatiom of the SEDA, and we are unable to predicfftingre outcome of such a claim if
pursued by Cornell.

Production Inventory Financing

In October 2005, we entered into a Seclmeentory Financing Agreement with David Palmlundge of our principal shareholders, as
the Lender. This agreement provides us with pradoéhventory financing up to $800,000, which haatded us to order and pay for
substantial purchases of components and suppliesifaipcoming commercial production operations. Meee utilized $300,000 of this
inventory financing to date.

Under this agreement, the Lender is secwittda first position against all Viper motorcygarts and components and finished goods
inventory. To obtain this inventory financing, wédlway the Lender monthly interest of 2% of theeeage monthly outstanding amount owed
by us. Under this agreement, we have establistspeécial bank account for all funds borrowed from ltkender, which account must be used
only to pay vendors providing motorcycle compondatssommercial production. If this agreement i sffective when we commence
commercial shipments to dealers, we must depo%it 80payments we receive for our motorcycles iht pecial bank account.

The initial term of the financing agreemeanthree months, with a three-month extensioniging the Lender has consented. In January
2006, the Lender consented to the three-month sixtenlf necessary, we believe we can obtain &déunteasonable extension until we obtain
funding to repay the Lender, which there is no esste will happen.

Future Liquidity



Based on our current cash position aloitly @ur production inventory financing facility, vieelieve we will be able to fund our ongoing
operations until early summer of 2006. To provideking capital thereafter, we intend to obtain #iddal financing through shareholder
loans and/or sales of our equity securities togte\or public investors. Although we believe sudtitional financing will be available to us
as needed, there is no assurance we will raissaty additional funds on terms acceptable to uat ali, or that any future financing
transactions will not be dilutive to our stockhatsle

If we are unable to raise additional fungle will be required to curtail significantly, aray even cease, our ongoing and planned
operations. Our future liquidity and capital reguirents will be influenced materially by variousttas including the extent and duration of
our future operating losses, the level and timihfuture sales and expenses, market acceptanagr of@orcycle products, regulatory and
market developments in our industry, and genemheaic conditions.

The report of our independent register@banting firm for our audited financial statemeimuded in this registration states that there
is substantial doubt about the ability of our besmto continue as a going concern. Accordingly ability to continue our business as a
going concern is in question.

Critical Accounting Policies

The preparation of our financial statersegsfjuires us to make estimates and judgmentdiaffemur reported amounts of assets,
liabilities, revenues and expenses, and relatazlodigres. On an ongoing basis, we will evaluatedtestimates and judgments, which are
based on historical experience, observance of tndtrends, information from dealers and motorcyai¢husiasts, and certain assumptions
that we believe to be reasonable under the ciramsest. Actual results may differ from these es@®ainder different assumptions or
conditions.

Our management believes the following aating policies affect its more significant judgneand estimates used in the preparation of
our financial statements.

Revenue Recognitiea- Our sales since inception have all been to dealge recognize revenue for sales to dealers wiefotlowing
has occurred:

. motorcycle products are delivered, which is updprsient;
. title to products passes to the dealer, also upgpment;

. collection is reasonably assured; i

. the sales price is fixed or determinat

We also account for expenses of shipposis; rebates and sales incentive costs when odugts are shipped, resulting in our revenue
recognition being net of such expenses.

We provide a floorplan financing prograsmour dealers through a written agreement wittaditeg finance company which requires us
to repurchase any products repossessed from olersi&y the finance company, including any codtstee to the repossession. Regarding
revenue recognition for dealers who take advanthger dealer floorplan facility, we have estabéidha reserve allowance for the estimated
liability related to such repossessions based éa dfsales. We will review this repurchase allowapa a quarterly basis, and to the extent
current experience differs materially with previ@alwance estimates, we will make appropriate stdjents. At December 31, 2004 and
November 30, 2005, we were contingently liabledanaximum repurchase amount of $9,838 and $0, cégply. No dealers have default
under our floorplan arrangement.

Our dealer agreement provides the deagmb right of return unless the return is autleatizy us.

Product Warranties— We account for estimated warranty costs at the of product shipments based on our best estiusétg
historical data and trends, and we have establiahealrranty liability reserve account for our estted warranty costs. We will make
subsequent adjustments to our warranty estimatastaal claims become known or the amounts arerdatable. Our warranty obligation is
affected by various factors such as product faifates, service costs incurred to correct procaittires and defects, and any recalls of our
motorcycles. Current estimates of warranty costaccdiffer materially from what will actually trapge in the future.
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Valuation and Control of Inventor- Our inventory is valued at the lower of cost,adatined on a first-in, first-out basis (FIFO), or
market. We analyze the cost and market value @ritory items on a quarterly basis in order to namand update our inventory valuation
reserve for obsolete, discontinued or excess imvgnOur inventory reserve will be based on his@rexperience and current product
demand, and will be increased as necessary tatefity slow moving, discontinued or obsolete ineentWe do not believe our inventories
will be subject to rapid obsolescence.

Inventories of motorcycle components el materials represent a large percentage of agiltie assets, and we expect this
percentage to increase substantially in the ful#e have established an enclosed and secure “eaga’in our facility for storage and
recording of our component and raw material invaatgoimmediately upon their delivery to us. We asaploy an inventory control manager
dedicated to and responsible for safeguarding, toong and recording our inventory assets. All imiog and outgoing items to and from «
cage area are recorded upon their movement intafdhe cage. Our inventory control system waglate during our preliminary producti
run in 2004, and we experienced no material logswantories at the time. Incident to our anticgzhinove to a larger plant in the spring of
2006, we intend to promptly establish a secure eage and inventory control system there in ordédraindle and account for our inventories
in an effective manner.

Stock-Based CompensatieiWe expense stock-based compensation issued tnqloyees, contractors, consultants or others
providing goods and services to us. The fair valueur securities issued for goods or serviceeapensed over the period in which we
receive the related goods or services. Equity unsénts which have been issued by us for goodsemitss have been for common shares or
common stock purchase warrants. These securigefailly vested, norerfeitable, and fully paid or exercisable at tfegedof grant. Regardir
our option and warrant grants, their fair valuegehlaeen determined by us using the Black-Scholetetaf valuation.

For the purpose of determining issuanéesiocommon stock for goods and services andxbkecese prices of our options or warrants,
we have based the value of our common stock priynami the offering price used in our most recenaie placement to the grant date of
such securities. Offering prices with respect tomivate placements have been based on variotm$aocluding arms’-length negotiations
with unaffiliated representatives of private inwestor independent placement agents and our vatubgliefs based on the development of
our company and motorcycle products at the resgetithes of the private placements.

Due to our limited operating history anddaf significant or ongoing revenues and our sartitl non-cash assets, we believe that using
conventional valuation methodologies to determiveefair market value of our common stock, sucthas¢ methodologies based on revenue
or assets, would result in an inappropriate vahteepresentative of values determined by our Bo&irectors. For the same reasons, our
Board of Directors has not retained any independaiviation specialist to determine the fair maskatie of our common stock.

Impairment- Soon after the end of each fiscal year and e#ehiin quarter, we will conduct a thorough impairhevaluation of our
engine development technology and any other maiatangible assets. If the results of any suchampent analysis indicates our recorded
values for any such assets have declined a masenialint, we will adjust our recorded valuationsaatiscounted cash flow basis to reflect
any such decline in value in all our financial staénts. Each impairment test will be based on geaoison of the carrying amount of an a:
to future net undiscounted cash flows.

Off-Balance Sheet Arrangements

Other than the guarantee of our floor giaancing which has been described above, we hawfrbalance sheet arrangements.

Recent Accounting Pronouncements

In December 2004, the FASB issued SFASI28(R) (Share Based Payment) which establishesiatiog standards for transaction:
which an entity issues equity securities for goodservices. SFAS No. 123(R) replaces the formguirements of SFAS No. 123 and
eliminates the ability to account for share-basmugensation transactions using APB Opinion No.SFAS No. 123(R) requires all share-
based payments, including stock options, to becefd at fair value on the date of grant and texpensed over the applicable vesting pel
We have adopted the provisions of SFAS No. 123(Rglvwill be reflected in all of our future finamgistatements.

We have considered other recent accouptiogouncements of which we are aware, and we leetlesir adoption has not had, and will
not have, any material impact on our financial posior results of operations.

Risk Factors

Our business and any related investmeotircommon stock or other securities involves neigyificant risks. Any person evaluating
our company and its business should carefully demghe following risks and uncertainties in adxitio other information in this registration
statement. Our business, operating results anddiabcondition could be seriously harmed due te onmore of the following risks.

Because of our recent development status and theenaf our business, our securities are highlycspative.

Our securities are speculative and invalvegh degree of risk, generally because of ourd&i the development stage from our 2002
inception until the middle of 2005. There is nowasice we will ever generate any material commereigenues from our operations.
Moreover, we do not expect to realize any mateuiafits from our operations in the short term. Amgfitability in the future from ou



business will be dependent upon realizing prodactiod sales of our motorcycle products in matesahmercial quantities, which there is no
assurance will ever happen.

We have a limited operating history primarily invetl in product development, and we have not geegiety commercial revenues to date
or attained any profitable operations.

From our inception in late 2002 through t8egber 30, 2005, we have experienced cumulativeetosf approximately $13.1 Million, and
we will continue to incur losses until we producel sell our motorcycle products in sufficient voleite attain profitability, which there is no
assurance will ever happen. Our operations aré&pkatly subject to the many risks inherent in galy stages of a business enterprise an
uncertainties arising from the lack of a commerojaérating history. There can be no assurancetirdiusiness plan will prove successful.

As a result of the completion of our recertate placement of securities in August 2005 befkeve we now have sufficient funds to
satisfy our estimated cash requirements until tammped commencement of commercial production ales €d our products in the summer
2006. We will then need to raise additional finaigcio support commercial operations.

Our business plan will encounter serious delays\an result in failure if we are unable to obtaigrsficant additional financing when
needed, since we are required to make significadta@ntinuing expenditures to satisfy our futursibess plan.

Our ability to become commercially succebgfill depend largely on our being able to congmaising significant additional financing.
If we are unable to obtain additional financinghagded, we would not be able to succeed in our @raiat operations which eventually
would result in a failure of our business. We hagecash flow from our business, and for at leastxt twelve months we will be depend
for funds primarily through sale of our equity setes.

Our ability to generate future revenues will depepdn a number of factors, some of which are beyamaontrol.

These factors include the rate of accegafiour motorcycle products, competitive pressuresur industry, effectiveness of our
independent dealer network, adapting to changteeimotorcycle industry, and general economic tseMde cannot forecast accurately what
our revenues will be in future periods.

We have very limited experience in commercial petida or sales of our products.
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Our operations have been limited primaidlglesigning and developing our products, testiegr after development, establishing our
initial distribution network of independent dealesbtaining suppliers for our components, outsaguture production of certain
components, and reorganizing our company. Thedeaptsities only provide a limited basis to assessability to commercialize our
motorcycle products successfully.

We have limited experience in manufacturing motdecproducts.

Our motorcycles must be designed and matwiad to meet high quality standards in a costetiffe manner. Because of our lack of
experience in manufacturing operations, we may ldiffieulty in timely producing motorcycle producis a volume sufficient to cover orde
from our dealers. Any material manufacturing delegsld frustrate dealers and their customers aaudl e a negative perception of Viper
products or our company. If we are unable to masiufe effectively in terms of quality, timing andst, our ability to generate revenues and
profits will be impaired.

We depend upon a limited number of outside sugpl@rour key motorcycle parts and components.

Our heavy reliance upon outside vendodssauppliers for our components involves risk fagtuch as limited control over prices,
timely delivery and quality control. We have no thah agreements to ensure continued supply of padsomponents except our engine
components for 2006. Although alternate supplieesaaailable for our key components, any matehalnges in our suppliers could cause
material delays in production and increase produaatiosts. Since we have only produced a limitedberof motorcycles in 2004, we are
unable to determine whether our suppliers will bie 4o timely supply us with commercial productio@eds. There is no assurance that ai
our vendors or suppliers will be able to meet ataife commercial production demands as to volumality or timeliness.

We intend to manufacture our engines insecby January 2007 at the Big Lake facility welaasing. During 2006, however, we will
be dependent upon MCD, our single-source Engligiplgr, to produce the major components of our ifTengines for us. We currently
have no available source for engine components tithe MCD. Accordingly, we would suffer seriougitmaand significantly delay ot



planned commercial operations if MCD is unableupply engine components effectively for our plan@886 production. See “Business of
Company-MCD Production Contract.”

Our inability to obtain timely delivery gfuality components or any significant increasethéprices of components could result in
material production delays and reductions in mgtcleeshipments. Production delays, increased adstemponents or reduction in
shipments of our products will seriously impair aibility to generate revenue. Since engines arenthst critical component of our
motorcycles, any inability of MCD to fulfill the tens of our outsource production agreement, inclyidiny material delay in delivery of
engines, deterioration of the quality of enginefadure of engines to meet our specifications, lddwe particularly harmful to our production
of motorcycles and therefore, our ability to geteravenue.

We will be highly dependent upon our Viper disttidi network of independent motorcycle dealers.

We depend upon our Viper dealers to selippaducts and promote our brand image. If ouratsadre unable to sell and promote our
products effectively, our business will be harmedaisly. We currently have agreements with onlyes¢een dealers. We must continue to
recruit and expand our dealer base to satisfy mjegted revenues. If we fail to timely obtain ndealers or maintain our relationship with
existing dealers effectively, we could be unabladhieve sufficient sales to support our operations

Our dealers are not required to sell oodpcts on an exclusive basis and also are notretjtdo purchase any minimum quantity of
Viper products. The failure of dealers to genesatles of our products effectively would impair operations seriously and could cause our
business to fail.

We also depend upon our dealers to sewijper motorcycles. Any failure of our dealers t@yide satisfactory repair services to
purchasers of Viper products could lead to a negaterception of the quality and reliability of qunoducts.

Sales of Viper motorcycles are substantially depahdpon our ability to provide and maintain a soeiof reliable “floor plan” financing to
our dealers.

We have a significant agreement with ailegfinancial institution to provide floor plan famcing to our dealers for their purchase of
Viper products. Under this floor plan facility, wéll receive payment for our motorcycles upon ttsiipment to our dealers. If we are unable
to continue effective floor plan financing for adealers, they would have to pay cash or obtainrdih@ncing to purchase Viper products,
which most likely would result in substantially lewsales of our products, and lack of sufficiershctiow to support our business.

13

Table of Contents
We will face significant challenges in obtainingriet acceptance of Viper products and establislingViper brand.

Our success depends primarily on the aaoeptof our products and the Viper brand by motdecgurchasers and enthusiasts. Virtually
all potential customers are not familiar with ovéanot seen or driven Viper motorcycles. Acceptasfogur products by motorcyclists will
depend on many factors including price, reliabjlgttyling, performance, uniqueness, service adoéisgi and our ability to overcome existil
loyalties to competing products.

Our business model of selling Viper motorcyclesgscale purchasers at premium prices may not beesstul.

Sales of our premium motorcycle producestargeted toward a limited number of upscale msebs willing to pay a higher price for
Viper products. Suggested retail prices of our meytoles will be considerably higher than most ceuisiodels of our competitors. If we are
unable to attract and obtain sufficient motorcysligilling to pay the higher prices of our prodyatar business model would not succeed and
our business would likely fail.

We may experience significant returns or warran@ms.

Since we have no history of commercial safeour products, we have no material data reggrttie performance or maintenance
requirements of Viper products. Accordingly, we éawo basis on which we can currently predict wdyransts. If we experience significant
warranty service requirements or product recatiéemtial customers may not purchase our productg.ségnificant warranty service
requirements or product recalls would increasecosts substantially and likely reduce the valuewfbrand.

Our exposure to product liability claims could haus seriously



Given the nature of motorcycle products,expect to encounter product liability claims agaims from time to time for personal injury
or property damage. If such claims become subsiaptir brand and reputation would be harmed sslyolrhese claims also could require
to pay substantial damage awards, including punii@mages.

Although we intend to obtain adequate pobdiability insurance, we may be unable to obtzinerage at a reasonable cost or in a
sufficient amount to cover future losses from piidiability claims. Any successful claim againstfor uninsured liabilities or in excess of
insured liabilities would most likely harm our bosss seriously.

Our success will be substantially dependent uparcotrent key employees and our ability to attraegruit and retain additional key
employees.

Our success depends upon the efforts ofuent executive officers and other key employaed the loss of the services of one or
more of them could impair our growth materiallywlé are unable to retain current key employeet bire and retain additional qualified
key personnel when needed, our business and apesatiould be adversely affected substantially. Weaat have "key person" insurance
covering any of our employees, and we only havevaiitteen employment agreement with a key employee.
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Our success depends substantially on our abilifyrtitect our intellectual property rights, and afajflure to protect these rights would be
harmful to us.

The future growth and success of our bissimgll depend materially on our ability to protectr trademarks, trade names and any future
patent rights, and to preserve our trade secretshdfl trademark rights including our logo desigd ¢he use of our "Viper" brand for
motorcycle products, and we have applied for ceralditional trademark protection. There is no emste, however, that any future or
current trademark registrations will result in gistered and protectable trademark. Moreover, tisene assurance that other users of the
Viper or Diablo mark will not challenge our bran¢fsone or more challenges against us are sucdessficould be forced to discontinue use
of our motorcycle brands, which would cause serlwarsn to our business and brand image.

We are in the process of applying for vasipatents covering unique features of both ouprogtles and our VFwin engines, but we (
not expect to obtain any significant patent pratectWe will rely mainly upon trade secrets, prepary know-how, and continuing
technological innovation to compete in our markétere is no assurance that our competitors wilimi¢pendently develop technologies
equal to or similar to ours, or otherwise obtaioess to our technology or trade secrets. Our catopealso could obtain patent rights that
could prevent, limit or interfere with our ability manufacture and market our products. Third pariso may assert infringement claims
against us in the future, which could cause ugadari costly litigation to protect and defend oueltectual property rights. Moreover, if we
judged to have infringed rights of others, we mayéhto pay substantial damages and discontinuefuke infringing product or proce
unless they are re-designed to avoid the infringegnfny claim of infringement against us would ihx@ substantial expenditures and divert
the time and effort of our management materially.

We will face intense competition from existing mmtole manufacturers already well established aaditig much greater customer loyalty
and financial, marketing, manufacturing and perseimesources than us.

In our premium heavyweight motorcycle mayk&r main competitor is Harley-Davidson Inc. whitominates the market for V-Twin
cruiser motorcycles. Other significant competitodude Suzuki, Honda, Yamaha, Kawasaki, Ducaiymph, BMW, Moto Guzzi and
Polaris with its Victory motorcycle line. We alsack particularly direct competition from a numb&¥eTrwin custom cruiser manufacturers
concentrating on the same upscale market nicheenherare situated, including Big Dog, American Honse, Bourget's Bike Works and
others. Additional competition exists from the numes small companies and individuals throughoutcthantry which build "oneff" custorr
cruisers from non-branded parts and componentadl@ifrom third parties. We also expect additior@hpetitors to emerge from time to
time in the future. There is no assurance that Wleber able to compete successfully against curagak future competitors.

Introduction of new models of motorcycles by ounpetitors could materially reduce demand for oundarcts.

Products offered in our industry often apasignificantly due to product design and perforogaadvances, safety and environmental
factors, or changing tastes of motorcyclists. imre success will depend materially on our abtlitynticipate and respond to these changes
If we cannot introduce acceptable new models @galar basis or if our new models fail to compdteatively with those of our competitol
Our ability to generate revenues or achieve pioifitg would be impaired substantially.

Purchase of recreational motorcycles is discretignfar consumers, and market demand for them Igénted by factors beyond our conti
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Viper motorcycles represent luxury consupreducts and accordingly market demand for thepedds on a number of economic
factors affecting discretionary consumer incomeesSehfactors are beyond our control and include eynpént levels, interest rates, taxation
rates, consumer confidence levels, and generabaticrconditions. Adverse changes in one or mothede factors may restrict discretion
consumer spending for our products and thus hamgmmuwth and profitability.

Viper motorcycles also must compete witheotpowersport and recreational products for tkerdtionary spending of consumers.
Our business is subject to seasonality which magea@ur quarterly operating results to fluctuatetenally.

Motorcycle sales generally are seasonabtare since consumer demand is substantially loeng colder seasons in North America.
We may endure periods of reduced revenues andicaghduring offseason periods, requiring us to lay off or terngrexhployees from tin
to time. Seasonal fluctuations in our businessdcoalise material volatility in the public markeicprof our common stock.

When we sell our products in international markets,will encounter additional factors which coutdiease our cost of selling our products
and impair our ability to achieve profitability fro foreign business.

Our marketing strategy includes future saeViper products internationally, which will gebt our business to additional regulations
and other factors varying from country to counfriiese matters include export requirement regulafiforeign environmental and safety
requirements, marketing and distribution factorsl the effect of currency fluctuations. We alsd wé affected by local economic conditions
in international markets as well as the difficudtielated to managing operations from long distenitlere is no assurance we will be able to
successfully market and sell Viper products in ifgmecountries.

We must comply with numerous environmental andysedgulations.

Our business is governed by numerous fédarhstate regulations governing environmental safdty matters with respect to
motorcycle products and their use. These many atignk generally relate to air, water and noiséugioh and to motorcycle safety matters.
Compliance with these regulations could increasepoaduction costs, delay introduction of our produand substantially impair our ability
to generate revenues and achieve profitability.

Use of motorcycles in the United Statesuisject to rigorous regulation by the Environmetatection Agency (EPA), and by state
pollution control agencies. Any failure by us targay with applicable environmental requirementshaf EPA or relevant state agencies ci
subject us to administratively or judicially impadsganctions including civil penalties, criminal pegution, injunctions, product recalls or
suspension of production.

Motorcycles and their use are also sulifesafety standards and rules promulgated by thieiNd Highway Traffic Safety
Administration (NHTSA). We could suffer harmful \dts of our motorcycles if they fail to satisfy digpble safety standards administered by
the NHTSA.

We do not intend to pay any cash dividends on ommaon stock.

We have never declared or paid any caddetids on our common stock and we do not anticipaygeng any cash dividends in the
foreseeable future.
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The price of our common stock may be volatile &mtifate significantly in our over-the-counter tiag market, and an investor’s shares
could decline in value.

Our common stock trades in the over-theata(OTC) market, and has not experienced a wvetiyeatrading market. There is no
assurance a more active trading market for our comstock will ever develop, or be sustained ifntegges. Unless an active trading mai



is developed for our common stock, it will be difflt for shareholders to sell our common stockngt@articular price or when they wish to
make such sales.

The market price of our common stock magtflate significantly, making it difficult for anigvestor to resell our common stock at an
attractive price or on reasonable terms. Marketgsrior securities of early stage companies sucts aave historically been highly volatile
due to many factors not affecting more establisf®dpanies. Moreover, any failure by us to meetests of financial analysts is likely to
cause a decline in the market price of our comniocks

Our current management and principal shareholdenstiol our company, and they may make materialgess with which other
shareholders disagree.

Our executive officers and directors andgpal shareholders affiliated with them own astantial majority of our outstanding capital
stock. As a result, these persons acting as a draup the ability to control transactions requirgtgckholder approval, including the election
or removal of directors, significant mergers oresthusiness combinations, changes in control otomrpany, and any significant
acquisitions or dispositions of assets.

Additional shares of our authorized capital stodkiat are issued in the future will decrease thecpatage equity ownership of exist
shareholders, could also be dilutive to existingreholders, and could also have the effect of detpgr preventing a change of control of
our company.

Under our Articles of Incorporation, we aghorized to issue up to 100,000,000 sharesmafitan stock and 20,000,000 shares of
preferred stock. Our board of directors has the aathority to issue remaining authorized capitls without further shareholder approval.
To the extent that additional authorized prefemedommon shares are issued in the future, thdydedrease existing shareholders’
percentage equity ownership and, depending upoprtbes at which they are issued, could be dilutivexisting shareholders.

Issuance of additional authorized sharesuofcapital stock also could have the effect déyiag or preventing a change of control of
company without requiring any action by our shatééis, particularly if such shares are used taeithe stock ownership or voting rights of
a person seeking control of our company.

Item 3. Description of Property

The Company currently does not own anyestate. All development, production, marketing administrative operations of the
Company are conducted from its suburban Minneapedised facilities of 13,365 square feet. For tHasiities, the Company pays monthly
rental of $6,106 plus common area maintenance umtiase expiring in June 2006.

The Company owns considerable developmaahpaoduction equipment, computer and office eqeiptnand business vehicles, all of
which have cost it approximately $350,000 sincéniteption in November 2002.

Current Relocation to Big Lake

On February 3, 2006, we entered into askesgreement with Big Lake Partners LLC (the “Le®stw lease our future permanent
production, marketing and administrative facilit@msisting of 36,000 square feet. These leaseesgae contained in a modern
manufacturing/office building in Big Lake, Minnescabout 30 miles northwest of Minneapolis, andititeal lease term is for five years. We
expect to complete our move to this new facilitytbg end of April 2006.

We must pay monthly rental for the leapezmises in the amount of base minimum rent of 8&58 plus monthly additional rental to
pay for our pro rata share of utilities, real estaixes, insurance, janitorial services, commoa araintenance, and other costs which we
estimate will total approximately $9,400 monthlyridg 2006. We also have an option to renew theeléaisa five-year term provided we
agree to lease payments “equal to market rentstasndined by Lessor.”
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Item 4. Security Ownership of Certain Beneficial Omers and Management

The following table sets forth as of January 1%)@60ertain information regarding beneficial owngpstf the common and preferred stock of
the Company by (a) each person or group known &¥tbmpany to be the beneficial owner of more tHAno$the outstanding common or
preferred stock of the Company, (b) each direator executive officer of the Company, and (c) alediors and executive officers of t



Company as a group. Each shareholder named iretbes bable has sole voting and investment poweh véspect to shares of common or
preferred stock shown in the table. Shares undweylginy options or warrants included in the tab&eadr currently exercisable. Unless
otherwise indicated, the address of each listeteblotder is 5733 International Parkway, New Hop&émrdsota 55428.

Shares Owned Percent of

Shareholder Beneficially Class

A. Title of Class- Common Stocl

John Lai® 665,58 6.6%
Terry L. Neshitt? 425,00( 4.1%
Robert O. Knutsof?) 249,35: 2.4%
John R. Silseth | 2,065,13i 20.4%
David Palmlund 114 2,811,69: 25.0%

5323 Swiss Avenu

Dallas, TX 7521«

Garry Lowenthaf® 868,91¢ 8.6%
1836 Prior Avenuu

Falcon Heights, MN 5511

All directors and officer: 1,289,93! 12.4%

as a group (3 persor§)

B. Title of Class- Preferred Stoc

David Palmlund 1™ 740,00( 94.5%

(1) Includes 150,000 shares underlying an opt

(2) Includes 125,000 shares underlying an opt

(3) Includes 75,000 shares underlying an opt

(4) Includes an aggregate of 395,000 shares uridgnlyarrants, convertible notes and an option, &4@1000 shares underlying his
convertible preferred stoc

(5) Includes 75,000 shares underlying an opt

(6) Includes 350,000 shares underlying optic

(7) These preferred shares are convertible into conshares on a o-for-one basis

Iltem 5. Directors and Executive Officers, Promotersaind Control Persons

The directors of the Company serve unéirtBuccessors are elected and shall qualify. Eikexafficers are elected by the Board of
Directors and serve at the discretion of the dinectThere are no family relationships among oteaors and executive officers.
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Name Age Position
John Lai 42 President, C-founder and Directc
Terry L. Nesbiti 56 Director, Executive Vice President and Presidergufsidiary
John R. Silseth | 43 Ca-founder and Managing Director of Subsidii
Robert O. Knutsol 68 Director and Secretal
Jerome Pose 57 Chief Financial Officer and Treasui

JOHN LAl has been a director of the Company site@iception in 2002, and he also serves as Exexlice President of Viper Motorcycle
Company, a whollyswned subsidiary of the Company. Since 1992, Mir hiaa owned and operated Genesis Capital Group,dmrovider o
corporate development and venture capital congulinom 1996 to 1998, he was Chief Financial Offexed a director of Buyitnow.com,
Inc., an internet retailer.

TERRY L. NESBITT has been a director of the Compsimge February 2005, and he is also the Presadériper Motorcycle Company, a
wholly-owned subsidiary of the Company. Mr. Nesbitt haenbeur Executive Vice President of Sales and Margedince our inception i



2002, being primarily in charge of all marketinglasales activities and the development of the deevork for Viper products. Mr. Nesbitt
also served as our Interim Chief Executive Offidering April-May 2004. During 2001 and most of 2002 . Nesbitt was an independent
consultant in the motorcycle industry. Prior to 20Be served in several key sales management@usitver a fifteen-year period with
Polaris Industries Inc., including national salesniager for Polaris’ line of Victory V-Twin cruiserotorcycles.

JOHN R. SILSETH Il is a co-founder of the Compang &as served as Managing Director of Viper Peréoree Inc., a wholly-owned
subsidiary of the Company, since its incorporatioMarch 2005. Through his wholly-owned companyciRg Partners Management Inc.,
Mr. Silseth has provided product development cdimgybnd financing services to the Company sine@@02 inception, and he also is a
principal shareholder of the Company. Through Raéiartners Management Inc., Mr. Silseth has pravamsulting services to various
early-stage or start-up businesses during thetpastears.

ROBERT O. KNUTSON has been a director of the Comgsmce February 2005, and he has been Secret#ing @ompany since its 2002
inception. Mr. Knutson has practiced law in the Méapolis metropolitan area as a sole practitiomeesl 971, and prior thereto he was an
associate attorney with the Minneapolis law firmDafrsey & Whitney.

JEROME POSEY has been the Chief Financial Offiéeh® company since November 2005. From Decemb@t 2@til October 2005, Mr.
Posey was Chief Financial Officer and a princigedreholder of Robin Lee’s, Inc., a retailer of eotibles, home décor and greeting cards.
From 1997 to November 2001, he was Vice Presiderafice and Chief Financial Officer of IntraVantalye., which manufactured and sold
a drug delivery device for the dental industry.

Item 6. Executive Compensation

The following table sets forth the execataompensation of the executive officers of the @any during the two fiscal years ended
December 31, 2004 and 2005.

SUMMARY COMPENSATION TABLE

Securities
Underlying
Stock Options/SARs
Name and Positions Year Salary ($) Awards ($) #)
John Lai, Presider® 2005 $ 84,00( — 150,000/
2004 $ 72,00( — —
Terry Nesbitt, Vice Presidefht 200¢  $ 110,06( — 125,000/

200¢ $ 104,96(d $ 312,50 —

(1) In February 2005, Mr. Lai was granted a stockawpto purchase 150,000 common shares at $2.56haee over a five-year term,
and Mr. Nesbitt was granted a similar option toghase 125,000 common shai

(2)  Includes $6,000 related to a monthly fuel allowaot8500.

(3)  This stock grant to Mr. Nesbitt was for 125,000 coom shares valued at $2.50 per share at the tirtreeafrant
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Options/SAR Grants

The Company has not issued any SAR gramtg &s inception. None of the stock options isshg the Company since its inception
have been exercised. The following tables contaita information relating to option grants in dast fiscal year as well as on unexercised
options.

Option/SAR Grants in Last Fiscal Year

Individual Grants

% of Total

Number of Securities Options/SARs
Underlying Granted to
Options/SARs Employees in Fiscal Exercise or Base Expiration
Name Granted Year Price ($/Sh) Date
John Lai 150,00( 21.6% $ 2.5C February 201

Terry Nesbiti 125,00( 18.1% $ 2.5C February 201



Aggregated Option/SAR Exercises in Last Fiscal Year
and FY-End Option/SAR Values

Number of Securities

Underlying Unexercised Value of Unexercised In-
Options/SARs at FYEnd the-Money Options/SARs
#) at FY-End ($)
Name Shares Acquired Value Realized ($) Exercisable/Unexercisabl Exercisable/Unexercisabl
John Lai -0- -0- 150,000/ $ 375,000/
Terry Nesbiti -0- -0- 125,000/ $ 312,500/

Compensation of Directors

The Company does not have any arrangen@otsmpensate its directors for their services e as a director of the Company.

Employment Contracts and CharigeControl Arrangements

Except for Terry Nesbitt, the Company haswritten employment contracts with its manageneerdther employees. The Company i
does not have any change-in-control arrangemeittsamiy person. The Company also does not havelang,@mrrangements or
understandings to pay any accrued earnings inutioeef.

Mr. Nesbitt is employed under a three-yedtten agreement expiring in January 2007, undeickvhe is currently receiving salary of
$104,060 plus medical insurance, a monthly fuekese allowance, a vehicle for business purposesieambursement of reasonable out-of-
pocket expenses. If the Company terminates his@munt without cause, he would receive severangmeats of 75% of his annual
compensation payable in equal monthly installmemts two years.

Item 7. Certain Relationships and Related Transactins

The promoters of the Company are John hdidohn Silseth Il. They received a total of 120,8Bares of common stock of the
Company, 60,000 shares apiece, in November 20@2einicto their services relating to the initial @amporation and organization of the
Company. These shares were valued at $.40 per ahtire time of their issuance.

Following are any material transactiongsidune 2003 between the Company and any of iteqiess, directors, executive officers, and
principal shareholders:

Private Placements

In connection with various private placenseof our common stock, related parties have gpaied on the same terms as unrelated
parties, including the following:

June — December 2003 PlacementRelated parties purchased a total of 70,000 shatr$2.00 per share including 19,500 shares by
John Lai (our President), 2,500 shares by Johet8il$ (a founder and principal shareholder), 38,6bares by Robert Van Den Berg (a
former director) and 15,000 shares by William Eig@eformer director).

February — March 2005 Placement Related parties purchased a total of 96,000 star$2.50 per share including 48,000 shares by
John Lai (our President) and 48,000 shares by Ganwenthal (a principal shareholder).

June — August 2005 PlacementRelated parties purchased a total of 186,93 7eshatr$3.90 per share including 33,000 shares iy Jo
Silseth Il (a founder and principal shareholderd 463,937 shares by David Palmlund Il (a princigt@dreholder).

Loans From Related Parties

From December 2003 through August 2004 idBalmlund Ill, a principal shareholder, loaned @ompany a total of $2 Million, for
which he received various notes bearing intergéssriiom 10% to 35% and having maturity dates fAarngust 2004 to September 2005. All
of this Palmlund debt was outstanding as of Decer@be2004. In early 2005, Mr. Palmlund convertiBathis debt except $150,000,
including accrued interest, at $2.50 per share 74000 shares of preferred stock of the Compardy64,635 common shares of the
Company. The unconverted Series A Note of $150H#20s an interest rate of 18% per annum, maturdsim® 30, 2006, is convertible into
common shares at $2.50 per share, and is secureatibyangible and intangible assets of the Company
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From time to time, five related partiesastthan Mr. Palmlund have made substantial cashrexs or loans to the Company for work
capital purposes. These related party lenders inalweded our President (John Lai), two former dioes (Clyde Fessler and Robert Van Den
Berg) and two principal shareholders (John Silsetind Garry Lowenthal). For these loans, they inmbunsecured notes paying interest at
8% per annum. As of December 31, 2004, $673,230cl related party debt was outstanding, includitigued interest. In the early 2005
reorganization of the Company, all of these outdite;n8% notes and their accrued interest were ateyénto common shares of the
Company at $2.50 per share.

Reorganization Debt Conversions

During its early 2005 reorganization, thengpany converted a total of $4,770,879 of outstandiebt and liabilities into its capital stock
on the basis of $2.50 per share. These reorgamizdébt conversions included a total of $3,476 ®4&d to related parties including David
Palmlund I, John Lai, John Silseth I, Garry Lavileal, Clyde Fessler and Robert Van Den Berg amdisting of outstanding loans and
interest thereon of $2,694,418, accounts payalileaaorued compensation of $344,629, and $437,586ttle and terminate an employment
contract with Clyde Fessler, a former director affiter.

Respective amounts of debt converted pitalsstock and shares issued for related partiesis follows:

Loans and Accounts Accrued Contract Common Preferred

Interest Payable Compensatior Settlement Shares Shares
David Palmlund Il $2,011,58! $ 45,00( — — 82,63t 740,00(
John Lai $ 27,50( $ 5,85¢ — — 13,34 —
John Silseth | $ 427,22! $ 92,97 — — 208,08( —
Garry Lowentha $ 45,61 $ 151,34t — — 78,78¢ —
Clyde Fessle $ 162,31¢ $ 42,44¢ — $ 437,50( 256,90° —
Robert Van Den Ber $ 20,16¢ — $  7,00( — 10,86¢ —

Consulting Compensation

During 2003, 2004 and 2005, we paid cashpemsation to Racing Partners Management Inc.rgoration wholly owned by John R.
Silseth Il (a founder and principal shareholdethe&f Company) for consulting services related toaryftcle development, procurement of
third party suppliers, creation of an assembly nfiacturing system and preparing for commercial potidn. These consulting expenses
included $55,000 in 2003, $36,000 in 2004 and $12Mjn 2005.

Common Stock Issued for Services

In December 2003 the Company issued 250@€es of its common stock to Garry Lowenthal iacial shareholder, for services
valued at $2.50 per share or a total of $62,50€whkervices included establishing a comprehengigeumting system based on SAP
enterprise software and developing internal comepbrting processes. Incident thereto, the Compéstygranted Mr. Lowenthal a stock
option to purchase 75,000 common shares at $2108hpee over a five-year term.

In December 2004, the Company grantedad ¢6t189,700 shares of its common stock to varemgloyees as additional compensation
for past services rendered to the Company bas&2 &0 per share, which grants included 125,000eshasued to Terry Nesbitt, Vice
President of the Company. These shares were gremdd Nesbitt for services in connection with é®ping a dealer network to sell Viper
motorcycles, and we valued these 125,000 shaesotl amount of $312,500. The value of commomeshim respect to all stock grants of
the Company for services was determined by thedofbDirectors of the Company based both on corecursales of our common stock to
unrelated parties and on the development statoarabusiness at the time of the respective stoaktgr

Guarantee of Letter of Credit (LOC)

In January 2004 (as amended February &)2€8e Company obtained a LOC from Compass Barikatifis, Texas in the amount of
$200,000 in favor of GE Commercial Distribution &irte Corporation in order to secure our floor glaancing facility. This LOC was
guaranteed by David Palmlund Ill, a principal shatder, who is being paid $3,000 monthly by the @any so long as this guarantee is
outstanding.

Production Inventory Financir




In October 2005, the Company entered irgoodluction inventory financing agreement with @aRalmlund 111, a principal shareholder,
as the Lender. This facility provides us with int@wy financing for commercial production up to $80@0. For a description of the material
terms of this inventory financing, see "Plan of &pien and Management Analysis of Financial Coodil
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Purchase of Motorcycle Engine Technology

In March 2005, the Company acquired itsarmytcle engine technology and related prototypes fihor Performance Inc. (“Thor”), a
corporation controlled by related parties of therpany. In this acquisition, the Company issued @ 985 shares of its common stock in
exchange for these engine development assets.dlbisttransaction, four related parties of the @any, Messrs. Palmlund, Silseth, Lai and
Lowenthal, beneficially acquired an aggregate 402,192 shares of common stock of the Company basélgeir ownership of Thor.

Mr. Palmlund acquired 913,306 shares, Mr. Silsetfuaed 945,530 shares, Mr. Lai acquired 200,0@®es) and Mr. Lowenthal acquired
526,203 shares. All of these shares have beerféraed to these four persons since the acquisition.

Because Thor is controlled by persons wha group control our company, our purchase ofrengichnology assets was not an arms-
length transaction. Accordingly, before closing ttansaction, Thor obtained and provided us witlnadependent fair market value appraisal
from Value Incorporated, a business appraisal Bawed in Dallas, Texas. For accounting purposesaehuisition was valued by us at
$7,491,438 based on $2.50 per share, whereasdépandent appraisal valued our engine developmtsikeictual property at $19,616,400.

Options and Warrarg

We have issued options from time to timeadnsideration for financing services or as anritige to our employees. None of our options
or warrants have been exercised. Related partidsahoaggregate of options to purchase 535,000 eonshares including 460,000 shares
exercisable at $2.50/share for five years and Thegd@rcisable at $2.00/share for five years.

We also have issued warrants to David Raiohlll for providing us with financing serviceshigh warrants have granted him the rigt
purchase a total of 225,000 of our common shasding 125,000 shares exercisable at $2.50 pee sbaa five-year term and 100,000
shares exercisable at $2.50 per share for a fimetgem.

Item 8. Description of Securities

The Company is authorized by its Articlé$nzorporation to issue an aggregate of 100,0@Ddares of its common stock, $.001 par
value, of which 10,126,375 common shares are audstg. The Company also is authorized to issuegD{000,000 shares of its preferred
stock, $.001 par value, of which 783,000 share®arstanding.

Common Stock

Shareholders of common stock of the Companyentitled to one vote per share on all mattelbe voted upon by shareholders.
Shareholders of common stock also are entitleddeive dividends if, when and as dividends areadledlby the board of directors of the
Company. In the event of the liquidation, dissaaotor winding up of the Company, holders of commtotk are entitled to share ratably in
all assets remaining after payment of liabilitigstisfying preferred stock rights, and paying acgraed dividends. Shares of common stock
have no preemptive or conversion rights and aresuloject to further calls or assessments. Thera@redemption or sinking fund provisions
applicable to common stock of the Company. Holdérsommon stock do not have cumulative voting sglthich means that holders of
more than 50% of the outstanding shares of commdmeeferred stock of the Company can elect afladars of the Company, if they choc
to do so.

Common stock of the Company is quoted fdlis trading on the Pink Sheets OTC market undersymbol “VPWS.”
Preferred Stock

Without any further shareholder approva, board of directors of the Company is authoribeidsue up to 20,000,000 shares of
preferred stock in one or more series, and tohixrights, preferences, privileges and restrictmireny preferred shares, including dividend
rights, voting rights, conversion rights, termse@demption and liquidation preferences. Preferhestes may have rights that are senior in
material respects to common stock of the Compasyance of preferred stock also may have the effatglaying or preventing a change in
control of the Company. Issuance of preferred stds& could decrease the amount of earnings amdtsasgailable for distribution to holders
of common stock, or could adversely affect thetsgind powers, including voting rights, of comméock.
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The board of directors has authorized dassoof preferred stock, which is the Series Adtrefl Stock of the Company. Series A
Preferred Stock includes 783,000 authorized shafiesf which are outstanding. Series A preferridres have the same voting rights as the
common stock of the Company, but cannot vote onmaaifer as a separate class. These Series A glisodsave a cumulative dividend rate
of $.20 per share per annum, a liquidation prefezeaf $2.50 per share in regard to common stoak aa@ convertible into common stock of
the Company on a one-for-one basis. Each sharera@sSA Preferred Stock of the Company was issndlda principal amount of $2.50 per
share.

There is no public trading market for thestanding preferred shares of the Company.

Stock Transfer Agent

Interwest Transfer Co. Inc. of Salt LakéyCUtah is the Transfer Agent and Registrar fanomn stock of the Company. The Company
acts as its own transfer agent in regard to angtanding preferred stock of the Company.

Warrants

The Company has outstanding warrants tolage an aggregate of 2,483,639 shares of its carstook, of which warrants for
1,766,135 have three-year terms and the rest lizesydéar terms. These warrants include warrant$3p835 shares exercisable at $2.00 per
share, warrants for 430,000 shares exercisabl2.50 $er share, warrants for 100,004 shares earbteiat $3.90 per share, warrants for
1,750,000 shares exercisable at $4.60 per shateyamants for 150,000 shares exercisable at §&08hare.

Stock Options

The Company has outstanding stock optionmitchase an aggregate of 857,000 shares ofritmon stock, all of which have five-year
terms. These stock options include options for 08 §hares exercisable at $2.00 per share and sftioi@82,000 shares exercisable at $2.50
per share.

PART II

Item 1. Market Price of and Dividends on the Regisant’'s Common Equity and Related Stockholder Mattes.

Market Information

The Company’s common stock is traded inoer-the-counter (OTC) market and quoted in thk Bheets quotation system under the
symbol “VPWS."Prior to the March 31, 2005 recapitalization betw¥ger Powersports Inc. and Viper Motorcycle Compahere had bes
no material trading of the common stock of the Campsince 2001. Since that recapitalization, tingezof high and low bid prices of the
Company’s common stock, as reported by Pink Stpeitation system, are as follows. These quotatiefisct inter-dealer prices without
retail mark-up, mark-down or commission and mayreptesent actual transactions.

Period High Price(Bid) Low Price(Bid)

April - June 30, 200 $ 7.5C $ 5.0C
July 1- September 30, 20( $ 6.7t $ 5.0C
October 1- December 31, 20C $ 5.7t $ 3.0C
January - January 17, 200 $ 5.2t $ 4.0C
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Shareholder



As of January 15, 2006, there were 387edt@ders of record holding common stock of the Canyp
Dividends

The Company has never declared or paiccasly dividends on its common stock, and does rimigate paying any cash dividends in
the foreseeable future.

Securities Authorized for Issuance Under Equity @ensation Plans

The Company has no established equity casgi®n plans for the issuance of common stoclagmpnt for employees, consultants or
other parties. The Company has utilized its comstonk for equity compensation from time to timeaotransactional basis. In the future, the
Company most likely will establish some type ofesjuity compensation plan to provide incentive toent or future employees and others
material to the Company’s business.

Item 2. Legal Proceedings

The Company is not a party to any mateniaddministrative lawsuit, action or other legabgeeding, and the Company is not aware of
any such threatened legal proceeding. Moreoverr wbthe property of the Company is subject to jperyding or threatened legal proceed
No director, officer, affiliate or shareholder betCompany is a party to any pending or threatésgad proceeding adverse to the Compi
nor do any of these persons hold any materialésteadverse to the Company.

Item 3. Changes in and Disagreements With Accountas
Not applicable.

Item 4. Recent Sales of Unregistered Securities

Securities Issued For Cash

From November 2002 through April 2003, @@mpany conducted a private placement of its comsback primarily to a limited
number of accredited investors and sold 1,150,0@8es at $.40 per share for gross proceeds of @@®0Based on the manner of sale and
representations of investors, the Company belithasthis issuance was a private placement notvingpany public offering within the
meaning of Section 4(2) of the Securities Act 0839%as amended, and was thus exempt from the na@ist requirements of the Securities
Act of 1933. All investors in this placement wereiedited investors except for five persons.

From July 2003 through December 2003, tom@any conducted a private placement of its comstock primarily to a limited number
of accredited investors and sold a total of 457 @%&res at $2.00 per share for gross proceedsldf{ 8. These shares were offered by Lane
Capital Markets acting as Placement Agent, whickiked $30,200 as a brokerage commission in tivater offering. Based on the manner
of sale and representations of investors, the Cagnpelieves that this issuance was a private plao¢émot involving any public offering
within the meaning of Section 4(2) of the Secusithect of 1933, as amended, and was thus exempttfierregistration requirements of the
Securities Act of 1933. All investors in this plaoent were accredited investors except for two perso

From December 2003 through January 20@4Ctimpany conducted a private placement and s&d,8$80 principal amount of its
Series A 16% Convertible Secured Notes to threeedied investors. One of these investors was DakidPalmlund Ill, an affiliate and
principal shareholder of the Company, who purch&&80,000 of these Series A Notes. In connectidh thie placement of these Series A
Notes, the investors were also issued a total 6f0® five-year common stock purchase warrants to purchad®d% common shares of the
Company at an exercise price of $2.50 per shargedan the manner of sale and representation® dhtee investors, the Company believes
that this issuance of Series A Notes was a priplaeement not involving any public offering withiime meaning of Section 4(2) of the
Securities Act of 1933, as amended, and was themspixfrom registration requirements of the Seasithct of 1933.
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From January 2004 to May 2004, the Commamgducted a private placement and sold 98,000 sludiiies common stock to a limited
number of accredited investors at $2.50 per startofal proceeds of $245,000. Based on the maofrgale and representation of the
investors, the Company believes that this issuarasea private placement not involving any publi@ohg within the meaning of Section 4
(2) of the Securities Act of 1933, as amended,vaas thus exempt from the registration requiremehtbe Securities Act of 1933. All
investors in this placement were accredited inves



In February 2004, the Company issued aldlaSeries B 18% Bridge Note in the principal amtaf $500,000 to David W. Palmlund
[ll. Based on the manner of sale and representwatibMr. Palmlund, the Company believes that thisiance of Series B Bridge Note was a
private placement not involving any public offeriwithin the meaning of Section 4(2) of the SecastAct of 1933, as amended, and was
exempt from registration requirements of the Se¢iesriAct of 1933.

In June 2004, the Company issued and sBkeri@s D 18% Note in the principal amount of $888,to David W. Palmlund IIl. Based on
the manner of sale and representations of Mr. Raldilthe Company believes that this issuance vpaivate placement not involving any
public offering within the meaning of Section 4(#)the Securities Act of 1933, as amended, andtinasexempt from registration
requirements of the Securities Act of 1933.

In June 2004, the Company also issued altdwo notes in the principal amount of $300,086te a total of $600,000, to David
Palmlund Il and RFIM Partners LLC, both accreditegstors. In connection with issuance of thesteBlahe Company also issued each of
the two investors 66,667 shares of common sto¢ckeoCompany. Based on the manner of sale and epag®ons of these two investors, the
Company believes that these related issuancesstedsif a private placement not involving any publfifering within the meaning of Secti
4(2) of the Securities Act of 1933, as amended,veasl thus exempt from registration requirementhefSecurities Act of 1933.

From February 2005 through May 2005, thenfany conducted a private placement of its comnmekgo a limited number of
accredited investors and sold a total of 305,2H2eshof its common stock at $2.50 per share faf fsbceeds of $763,030. Based on the
manner of sale and representations of investoesCtimpany believes that this issuance was a prmlatement not involving any public
offering within the meaning of Section 4(2) of tBecurities Act of 1933, as amended, and was theimpifrom registration requirements of
the Securities Act of 1933. All investors in thisagement were accredited investors.

From July 2005 through August 2005 the Canypconducted a private placement of its commockstim a limited number of accredited
investors and sold a total of 1,000,038 share8.&0%per share for gross proceeds of $3,900,148sé bhares were offered by Bathgate
Capital Partners, LLC acting as Placement Agenichvteceived a total of $513,124 from the offerfogbrokerage commissions and other
expenses of the offering. Based on the mannerlefasal representations of the investors, the Cognpatieves that this issuance was a
private placement not involving any public offeriwithin the meaning of Section 4(2) of the SecastAct of 1933, as amended, and was
exempt from registration requirements of the SeéiegriAct of 1933. All investors in this placemergne accredited investors.

All of the investors receiving securitidstloe Company in the foregoing transactions reaklegended certificates or notes for such
securities which clearly stated the securities @¢ouit be resold, transferred or otherwise dispa$edthout either being registered under
applicable securities laws or exempt from regigiratinder a satisfactory securities exemption.dditgon, any non-accredited investor in any
of the foregoing placements had a substantial pistieg relationship with one or more of the serégecutives and directors of the Company.
The Company further believes that all purchasetkerforegoing placements, both accredited andawenedited; had such knowledge and
experience in financial and business matters tblerthem to evaluate the merits and risks of threstment.
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Securities Issued for Services or Payables

In Novembebecember 2002, the Company issued a total of 4R50@res of its common stock to various key pergordved with the
organization and start-up operations of the Compalating to services valued in the aggregate @000, or $.40 per share. All of these
persons were accredited investors, and the serproesded by them included professional serviceslved with the incorporation and
organization of the Company, services relatindieinitial design and development of the Compapytslucts, trademark related services,
and numerous negotiation services to obtain venalwdssuppliers to provide motorcycle componentdifture production of the Company’s
products, and financial services related to obhginvorking capital.

In March 2003, the Company issued a tdt2l06,250 shares of its common stock to variouspgergons who had provided professional,
legal and accounting services, served in key ekerutanagement roles, assisted the developmehedhitial Viper Motorcycles, and
provided financial services consisting primarilynaéking unsecured loans to the Company duringithieduarter of 2003, which services
were valued at an aggregate of $82,500 or $.48lpae. All of these key persons were accreditegsitors. Additionally, in May 2003 the
Company issued an additional total of 1,013,000eshaf its common stock to some of these key perfarlike services plus provided a
significant line of credit valued at $1,013,000$4r00 per share.

In December 2003, the Company issued 426@6@es of its capital stock to two persons fovises valued at $85,000 or $2.00 per st
both of the persons being accredited investorghi®fissuance, 17,500 shares were issued to Williesmer in satisfaction of his outstanding
account payable for Viper brand and tradename desig development, and the remaining 25,000 shegesissued to Garry Lowenthal for
providing accounting system software implementatiod as a signing bonus for his agreeing to bea@mm@oyed by the Company. Mr.
Lowenthal also received an option in connectiorhis hiring for the purchase of 75,000 sharesoairmon stock of the Company ove



five-year term at an exercise price of $2.00 paresh

In January 2004, the Company issued constamk purchase warrants to two persons for thehasee of a total of 53,635 common
shares of the Company at $2.00 per share, botthighvpersons were accredited investors. This waisanance included a five-year warrant
to purchase 37,500 shares granted to Donald $hiffrfancial services consisting of an unsecured tf credit provided by him to the
Company, and a three-year warrant to purchase 881&res granted to Lane Capital Markets for sesvielated to their being the Placement
Agent in a private placement of the Company.

During March-April 2004, the Company issid000 shares of its common stock to three persaluged at $152,500 or $2.50 per share
for services or property provided to the Compaiiyofavhich persons were accredited investors.@d issuance, 16,000 shares were issued
to Nonbox, Inc. for providing brand management kg and trademark design services to the Com@h900 shares were issued to MSGi
Corp for software services and assets, includittingeup a SAP enterprise software system, andd®bsbares were issued to Jeffrey Wright
for marketing efforts including obtaining sponsapstf Viper products by an NFL football team an@iers while representing the Company.
In connection with Mr. Wright's marketing serviceg also granted him a warrant to purchase 80,080:s of our common stock over a
five-year term at $2.50 per share.

In March 2004, the Company also granteitstdirectors stock options for their service asnhers of the board of directors, which
options provided for an aggregate purchase of Dbsb@res of common stock of the Company over ayiear period at an exercise price of
$2.50 per share.

In December 2004 the Company issued 175088a¢€es of its common stock to a former executffiees valued at $437,500 or $2.50 per
share who was an accredited investor, of which@shares were for his agreeing to be employatdiéompany during 2004 and the
remainder of 75,000 shares was in settlement aéigloyment contract which was terminated by mutoalkent of both parties thereto.
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In December 2004, the Company also issuethhof 189,700 shares of its common stock tédullime employees and two accredited
investor consultants of the Company in considendiio their services during 2004, which totaled 4250 in value based on $2.50 per share.
These shares were issued in consideration for dpraint, management, marketing, engineering, andnégtrative services provided to the
Company incident to their employment with the Comypar in consideration for public relations and tea capital services regarding the
consultants. The Company believes this transagtmmexempt from registration under Rule 701 ofSkeurities Act as to the employees and
under Section 4(2) as to the two consultants.

In Jan-Mar, 2005, the Company issued stqtions to its twenty-one employees/consultantsrfeentive purposes in the aggregate of
options to purchase 767,000 shares of its comnuak stver a five-year term at an exercise price$8 per share. The Company believes
this transaction was exempt from registration uritlgle 701 of the Securities Act.

In March 2005 the Company issued warramta/b accredited investors for the total purch&s2gs®,000 common shares of the
Company, including a warrant to David W. Palmluiddr 100,000 shares exercisable at $2.50 peresfuara five-year term, and granted to
Mr. Palmlund for financial services relating tow@amsecured line of credit provided to the Compang, another warrant to US Euro
Consulting for 150,000 shares exercisable at $6eb&Ghare for a three-year term, and granted t&WS Consulting for venture capital
consulting services provided to the Company.

In March 2005 the Company issued 2,996 #Bes of its common stock to Thor Performance inMinnesota corporation, to purchi
motorcycle engine technology and prototypes aratedlassets, with these shares valued at $2.5%hper or a total purchase price of
$7,491,437. Thor Performance Inc. is an accrediteeistor.

In August 2005 the Company issued warrenBathgate Capital Partners LLC for the purchdsk)6,004 shares of common stock of
the Company over a five-year term at $3.90 pereshamequired by the Placement Agent Agreementrgimgethe private placement offered
by Bathgate for the Company. Bathgate is a liceMs&8D dealer, and an accredited investor.

In August 2005 the Company also issueddishares of its common stock in consideratiorobdaining its SEDA financing facility
from Cornell Capital Partners with 133,333 of thekares issued to Cornell Capital Partners and/1sb8res issued to Monitor Capital Inc.,
the Placement Agent for this SEDA facility. Thisusince of shares was valued at $750,000 by the &ompcident to the SEDA
commitment from Cornell Capital Partners, the Conypalso issued warrants to Cornell Capital Parttepmirchase 1,750,000 shares of
common stock of the Company exercisable at $4.68lpare over a three-year term. Cornell and Momiterboth accredited investors.

In January 2006, the Company terminatesi $ilDA facility with Cornell Capital and also catezkall of the 133,333 shares and
1,750,000 warrants which had been issued to CoGadlital.



Based on the manner of issuance of alfdregoing issuances for services, goods, and finhassistance or payables, they were
transactions as private placements and not indheaa of a public offering, and the Company bel&etiey were exempt from registration
under the Securities Act of 1933, as amended, patdo either Section 4(2) or Rule 701 thereof.dklthe persons receiving securities of the
Company in the foregoing non-cash transactionsveddegended certificates for such securities Witlearly stated the securities could not
be resold, transferred or otherwise disposed afasntegistered under applicable securities lavex@mpt from registration under a
satisfactory securities exemption.

Securities Issued For Outstanding Liabilities imf£2005 Reorganization

From January-March, 2005, the Company cetadla major financial reorganization through a debversion plan offered to all
creditors of the Company, based on $2.50 per sifavtemmon stock of the Company in satisfactionrof autstanding liability of each
creditor. The Company succeeded in satisfyinga tft$4,770,879 through this debt conversion placluding conversion of loans and
notes, accounts payable and accrued liabilitiesoimer debts. Creditors converting into commonlstond preferred stock were accredited
investors except for seven persons. All non-acteddnvestors were suppliers of materials and sesviised in the development and
production of motorcycles in 2004, and they had glete access to the Company and its business mtatent to their supplying goods and
services to the Company. This conversion plan teguh outstanding debt in the amount of $2,81333i8g converted into 1,125,354 shares
of common stock of the Company and $1,957,500 beamyerted into 783,000 shares of preferred stétheoCompany. Based on the
manner of this conversion plan and the represemsbf creditors accepting conversion of their dét# Company believes these debt
conversions were private placements not involvimg public offering within the meaning of Sectior2A6f the Securities Act of 1933, as
amended, and were thus exempt from registrationimements of such Securities Act. All creditorseai@ing securities of the Company
incident to this debt conversion plan received helgal certificates for such securities which cleathted that the securities could not be
resold, transferred or otherwise disposed of umegistered under applicable securities laws omgtdrom registration under a satisfactory
securities exemption.
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Iltem 5. Indemnification of Directors and Officers

The Nevada Revised Statutes provide tlaCibmpany may indemnify its officers and direcforscosts and expenses incurred in
connection with the defense of actions, suits beloproceedings where the officer or director agtegbod faith and in a manner reasonably
believed by the officer or director to be in then@any’s best interest and the officer or direcsoa party by reason of his or her status with
the Company, unless the officer or director wasitboegligent or conducting misconduct in the peni@mnce of duty.

Insofar as indemnification for liabilitiesmder the Securities Act of 1933 may be permitteditectors and officers under Nevada law or
otherwise, the Company understands that in thei@piof the Securities and Exchange Commission, swaémnification is against public
policy as expressed in the Securities Act anddseffore unenforceable.
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Pursuant to the requirements of SectionfiBe Securities Exchange Act of 1934, the regigthas duly caused this registration

statement to be signed on its behalf by the ungieesi, thereunto duly authorized.

Viper Powersports Inc, Registre

Date: March 8, 2006 By /s/ John Lai

John Lai- Presiden
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Child, Sullivan & Company

A Professional Corporation of CERTIFIED PUBLIC ACCO UNTANTS
1284 W. Flint Meadow Dr., Suite D, Kaysville, UT 8837 PHONE: (801) 92°-1337 FAX: (801) 92-134¢

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

To The Stockholders
Viper Powersports, Inc.
New Hope, Minnesot

We have audited the accompanying consolidated balsineets of Viper Powersports, Inc. (a developrsiagie company) and subsidiaries as
of August 31, 2005 and December 31, 2004, andetfa¢ed statements of operations, stockholde=gsity (deficit), and cash flows for the ei
months ended August 31, 2005, the years ended Orere3t, 2004 and 2003, and the period from NoveriBeP002 (inception) to August
31, 2005. These financial statements are the resigbty of the Company’s management. Our respadtlisilis to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBioUnited States of America).
Those standards require that we plan and perfoenatidits to obtain reasonable assurance about &rttéth financial statements are free of
material misstatement. An audit includes examinarga test basis, evidence supporting the amoutsliaclosures in the financial
statements. An audit also includes assessing twiating principles used and significant estimatesle by management, as well as
evaluating the overall financial statement preg@raWe believe that our audits provide a reastmbhsis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of Viper Powersports, |
and subsidiaries as of August 31, 2005 and Deceihe&2004, and the results of its operations addsh flows for the eight months ended
August 31, 2005, the years ended December 31, 2002003, and the period from November 18, 200&fition) to August 31, 2005, in
conformity with accounting principles generally apted in the United States of America.

The accompanying consolidated financial statemieate been prepared assuming the Company will astis a going concern. As
discussed in Note 1 to the consolidated finantékments, the Company has suffered recurring $cmse net cash outflows from operatit



since inception, These factors raise substantiabdabout the Company’s ability to continue as img@oncern. Management’s plans in
regard to these matters are also described in Ndthese consolidated financial statements donubde any adjustments that might result
from the outcome of this uncertainty.

Child, Sullivan & Company

Kaysville, Utah

November 8, 2005 except for Note
which is dated January 17, 2006
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Viper Powersports, Inc.
(A Development Stage Company)

Consolidated Balance Sheets

August 31, December 31,
2005 2004
Assets
Current Assets
Cast $ 2,107,66; $ 36
Accounts receivab 394 9,41(
Inventory and supplie 188,69:- 284,07
Total Current Assets 2,296,75I 293,51¢
Fixed Assets
Office & computer equipme 109,50¢ 101,49(
Manufacturing and development equipn 224,55’ 222,70
Vehicles 53,27¢ 53,27¢
Leasehold improvemer 38,77( 38,77(
Accumulated depreciatic (138,55 (81,027
Total Fixed Assets 287,56: 335,22:
Other Assets
Engine development co: 7,341,43! —
Rental deposit and otk 49,34: 66,28¢
Total Other Assets 7,390,78I 66,28¢
Total Assets $ 9,975,09 $ 695,03:
Liabilities and Stockholders Equity (Deficit)
Current Liabilities:
Checks in excess of bank bala $ — $ 18,51¢
Accounts payabl 67,88¢ 1,362,35.
Accrued liabilities 40,93¢ 639,05¢
Shareholder no 150,00( 152,00(

Current portion of capital lea 13,50( 13,50(



Total Current Liabilities

Long-Term Liabilities:
Capital lease, less current port

Shareholder notes converted into common ¢

Total Long-Term Liabilities

Total Liabilities

Stockholders' Equity (Deficit):

Preferred stock, $.001 par value; authoriz&@@0,000 share
783,000 issued and outstanding at Augus23a5 anc
None issued and outstanding at Decembe2(B4

Common Stock, $.001 par value; authorized @M P00 share:
10,126,375 issued and outstanding at AuglisP005 an
3,951,183 issued and outstanding at DeceBhe2004

Paid in Capite

Accumulated deficit during the developmstatye

Total Stockholders’ Equity (Deficit)

Total Liabilities and Stockholders’ Equity (Deficit)

See notes to consolidated financial statements.
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272,32(
45,307
45,30°

317,62

788

10,12¢
22,294,36
(12,647,80)

9,657,46:

$ 9,975,09

2,185,42.
53,64:
2,916,32:

2,969,96.

5,155,38!

3,951
4,641,24
(9,105,55!)

(4,460,35)

$ 695,03:
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Revenu
Cost of revenu

Gross profi
Operating Expense

Research and development ci
Selling, general and administrat

Loss from operatior

Other (expenses) incom
Interest expens
Other incomt

Viper Powersports, Inc.
(A Development Stage Company)

Consolidated Statements of Operations

Cumulative from

Eight months Inception
ended Year Ended Year Ended November 18, 200
August 31, December 31, December 31, through
2005 2004 2003 8/31/2005
$ 75€ 591,76( $ 49,19: $ 641,70¢
854 473,84° 26,87¢ 501,57
(98) 117,918 22,31¢ 140,13:
384,00¢ 1,217,70! 546,72. 2,230,922
3,027,19: 4,543,86 2,548,28! 10,381,47.
3,411,20: 5,761,57. 3,095,01. 12,612,39
(3,411,29) (5,643,65) (3,072,69) (12,472,26)
(153,36Y) (133,149 (27,040 (313,55)
22,41, 15,60( 100,00( 138,01°



Net Los: $  (3,542,25) $ (5,761,20) $  (2,999,73)

$ (12,647,80)

Net Loss Per Common She

(Basic and dilutec $ (0.65) $ (1.7¢) $ (1.29)

Weighted Average Shar

Common Stock Outstandit 5,452,22; 3,245,00I 2,464,71.

See notes to consolidated financial statements.
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Viper Powersports, Inc.
(A Development Stage Company)

Consolidated Statements of Stockholders’ Equity (Cfeit)
For the Period from November 18, 2002 (Inception)a August 31, 2005

Preferred Preferred Common Common
Stock Stock Stock Stock Paid-In Accumulated
Activity Shares Amount Shares Amount Capital Deficit
BALANCE at November 18, 2002 (inceptic — = — 3 — $ — 3 —
Common stock for services and accounts
payable- $.40/share — — 425,00( 170,00( — —
Common stock for cash at $.40/sh — — 294 .47¢ 117,79: — —
Net Loss from inception through
December 31, 200 — — — — — (344,61)
Balances at December 31, 20 — — 719,47¢ 287,79: — (344,61
Common stock for services at $.40 to
$1.00/shart — — 1,219,25! 1,095,50! — —
Common stock for cash at $.40/sh — — 855,52: 342,20¢ — —
Common stock for services and accounts
payable at $2.00/sha — — 42,50( 85,00( — —
Common stock for cash at $2.00 per shar
net of issuance cos — — 457,39¢ 884,54 — —
Value of warrants issued with convertible
debt — — — 110,16¢ — —
Net loss for year ended December 31, 2 — — — — — (2,999,73)



Balances at December 31, 20 — — 3,294,14 2,805,21 — (3,344,34)
Value of warrants issued with convertible
debt — — — 22,03: — —
Common stock for cash at $2.50/sF — — 98,00( 245,00( — —
Common stock for services and software
$2.50/shart — — 61,00( 152,50( — —
Common stock for employement agreement
services at $2.50/sha — — 175,00( 437,50( — —
Common stock issued with May 2004 Not
at $2.50/share — — 133,33: 333,33! — —
Common stock grants to employees at
$2.50/share — — 189,70( 474,25( — —
Value of warrants and options issued for
services — — — 175,36: — —
Net loss for year ended December 31, 2 — — — — — (5,761,20)
Balances at December 31, 20 — — 3,951,18: 4,645,19 — (9,105,55)
Common stock for cash at $2.50/st — — 305,21. 763,03( — —
Common stock for payables and debt
converted at $2.50/sha — — 1,125,35. 2,813,37 — —
Preferred stock for outstanding debt
converted at $2.50/sha 783,00( 1,957,501 — — — —
Value of warrants and options issued for
services — — — 497,70( — —
Common stock for engine development
technology (Note 3 — — 2,996,57! 7,491,43 — —
Recapitalization from March 31, 2005
reverse merger (Note . — (1,956,71) 613,09: (16,201,75) 18,158,47 —
Common stock for cash at $3.90/share, n
offering costs of $513,12 — — 1,000,03: 1,00( 3,386,02! —
Common stock to Cornell Capital Partner:
LP issued for SEDA equity agreem; — — 134,92( 13t 749,86! —
Net loss for the eight months ended
August 31, 200! — — — — — (3,542,25I)
Balances at August 31, 20( 783,000 $ 78 10,126,37 $ 10,12¢ $22,294,36  $(12,647,80)
See notes to consolidated financial statements.
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Viper Powersports, Inc.
(A Development Stage Company)
Consolidated Statements of Cash Flows
Cumulative
from
Eight months Inception
Ended Year Ended Year Ended (November 18,
August 31, December 31, December 31, 2002) to
2005 2004 2003 August 31, 200
Cash Flows Used in Operating Activiti¢
Net Los! $(3,542,25)  $(5,761,20) $(2,999,73) $(12,647,80)

Expenses not Requiring an Outlay of Ce



Depreciatiot 57,53( 69,06¢ 11,95: 138,55:
Common stock and warrants issued for compmmsahd expense 1,247,70! 1,524,98 1,145,501 3,946,24!
Net Cash Used in Operatic (2,237,021 (4,167,15)) (1,842,28) (8,563,00)
Changes to Operating Assets and Liabilit
Decrease (Increase) in accounts receiv 9,01¢ (9,410 — (399
Decrease (Increase) in supplies and prej 95,37¢ 186,43 (289,03) (188,69
Decrease (Increase) in rental deposits and 16,94 (12,500 (18,539 (14,09)
Increase (decrease) in accounts pay (25,769 1,050,07! 442 ,32¢ 67,88¢
Increase (decrease) in accrued liabili (44,607 367,49¢ 144 /58! 40,93¢
Cash Flows Used in Operating Activit (2,186,04) (2,585,06)) (1,562,93)) (8,657,36)
Cash Flows Used in Investing Activitie
Funding from Thor Performance for engine depeient 150,00( — — 150,00(
Purchase of intellectual prope — (35,25) — (35,25)
Purchase of fixed assi (9,86%) (193,179 (267,89H (426,11
Cash Flows Used in Investing Activit 140,13: (228,429 (267,895 (311,369
Cash Flows from Financing Activitie
Net proceeds from sale of stc 4,150,05! 245,00( 1,226,75! 5,957,10
Checks in excess of bank balance (reduc (18,51Y) (42,059 — —
Stockholder loan and capital lease paym (570,999 (67,955 — (638,95
Loans from stockholde 593,00( 2,282,19i 978,85: 5,758,23!
Cash Flows from Financing Activiti 4,153,54. 2,417,18: 2,205,60! 11,076,38
Net Increase (decrease) in C 2,107,621 (396,310) 374,77¢ 2,107,66:
Cash at Beginning of Peri 36 396,34t 21,57( —
Cash at End of Peri $2,107,66: $ 36 $ 396,34t $ 2,107,66:
Supplemental Nc-Cash Financing Activities and Cash Flow Informai
Common Stock issued for accounts payable (esq® $ 1,268,69: $ 20,00( $  35,00( $ 1,323,69
Common Stock issued for accrued liabilitiegp@nses $ 553,52 $ — $ — $ 553,52
Preferred Stock issued for Dt $ 1,957,501 $ — $ = $ 1,957,50i
Common Stock issued for De $ 991,16( $ 110,16t $ — $ 1,101,32
Common Stock issued for software (ass $ — $ 50,00( $ — $ 50,00(
Common Stock Issued for Engine Developmenhiielogy
and engine development obligation of $150 $7,491,43 $ — $ 7,341,43
Equipment Acquired via capital lee $ — $ 72,59¢ $ 72,59¢
Stock Warrants Issued with Convertible C $ 110,16¢ $ 22,03! $ 132,20:



Interest Pai $ — $ 142,93¢ $ 13,74¢ $ 156,68«

Income Taxes Pa $ — $ — $ — $ —

See notes to consolidated financial statements.
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Notes to Consolidated Financial Statements
1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANACCOUNTING POLICIES

Viper Powersports Inc. was incorporated in Nevadi9d80 under a different name, and was inactivgéars. On March 31, 2005 the
Company was recapitalized through a merger witte¥/Motorcycle Company, a Minnesota corporation. fdiener shareholders of Viper
Motorcycle Company acquired 93.5% of the capitatisiof Viper Powersports Inc. in exchange for afihe capital stock of Viper
Motorcycle Company. This transaction was effected aeverse merger for financial statement andadiperl purposes, and accordingly
Viper Powersports Inc. regards its inception asdpée incorporation of Viper Motorcycle CompanyMovember 18, 200ZSee Note 4 —
Recapitalization)Upon completion of this reverse merger, Viper Moyamte Company became a wholly-owned subsidiaryipe¥
Powersports Inc.

The stock exchange in this reverse merger wastetfean a one-for-one basis, resulting in each slodder of Viper Motorcycle Company
receiving the same number and type of capital stédkiper Powersports Inc. which they held in Vipdotorcycle Company prior to the
merger.

Viper Performance Inc., also a wholly-owned sulasigbf Viper Powersports Inc., was incorporatetinnesota in March 2005 for the
purpose of receiving and holding engine developrtemitnology and related assets acquired by VipareRports Inc. These assets were
acquired from Thor Performance Inc., a Minnesotpaiation in March 2005 in exchange for 2,996,57&res of common stock of Viper
Powersports IndSee Note 3 — Purchase of Engine Development Tlagjynp

As used herein, the term “the Company” refers tgp& Powersports Inc.”, and its wholly-owned sulzmigs, unless the context indicates
otherwise.

The Company is a development stage company engagiesign and development of premium V-Twin cruisetorcycles. The Company
has sold its capital stock and debt securitiesanous private placements to fund its developmmiatketing and other operations. The
Company also has issued substantial shares afriteon stock to compensate officers and other engplayconsultants, and vendors, and to
satisfy outstanding debt and other obligations. Tbenpany continues to rely upon loans and salés efjuity securities to fund current
operations. The Company’s executive and adminigtaiffices, and its engineering and developmeetajons, are located in a 13,365
square foot facility in suburban Minneapolis, Misng.

Principles of Consolidatior The consolidated financial statements includeattemunts of Viper Powersports Inc. and its whollyaed
subsidiaries. All intercompany balances and traitsag have been eliminated in consolidation.
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Notes to Consolidated Financial Statements
1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANACCOUNTING POLICIES (Cont.)

Going Concern- The accompanying consolidated financial statemleave been prepared assuming the Company wilintenés a going
concern. As shown in the accompanying consolidfteghcial statements, the Company had incurred #ose of $12,647,805 since
inception, and currently has no sales. The futfitteCompany is dependent upon its ability to mbfimancing and upon future profitable
operations from the production of its motorcyclanagement has plans to seek additional capitalithir private placements and a public
offering of its common stock. The consolidated ficial statements do not include any adjustmengingl to the recoverability and
classification of recorded assets, or the amounasi@ classification of liabilities that might beaessary in the event the Company cannot
continue in existence.

Principles of Consolidatior The consolidated financial statements includeattemunts of Viper Powersports Inc. and its whollyaed
subsidiaries. All intercompany balances and traiwag have been eliminated in consolidation.

Debt Conversions During early 2005, Viper Motorcycle Company sabsially reorganized its financial position by cemting a total of
$4,770,879 of its debt, including accounts payablé accrued liabilities and loans, into capitatktof the Company on the basis of $2.50 per
share. Outstanding debt in the amount of $2,813y&9converted into 1,125,354 shares of commorkstod $1,957,500 was converted into
783,000 shares of preferred stock.

Use of Estimates The preparation of financial statements in confeymiith generally accepted accounting principleguiees management
make estimates and assumptions that affect thetespamount of assets and liabilities and disclestfircontingent assets and liabilities at the
date of the financial statements and the reponteolats of revenues and expenses during the regqoéiriod. Actual results could differ frc
those estimates.

Loss Per Share- Basic and diluted net loss per common sharerigpebed using the net loss applicable, to commoresivdders and the
weighted average number of shares of common stakstamding. Diluted net loss per common share doesdliffer from basic net loss per
common share since potential shares of common $toakconversion of debt and the exercise of wasrand options are arditutive for all
periods presented. At August 31, 2005 there wél234639 potentially dilutive options, warrants anwhversion rights for common shares
outstanding. Following is a reconciliation of thenmerator and denominator used in the computatidrasic and diluted loss per share:

Eight Months

ended Year Ended December 31,
August 31, 2005 2004 2003
NUMERATOR FOR BASIC AND DILUTED LP¢
Net loss for perio $ (3542,25) $ (5,761,20) $ (2,999,73)
Accrued dividends on preferred st (65,250) — —
Net loss to common stockhold $ (3,607,50) $ (5,761,208 $ (2,999,73)
DENOMINATOR FOR BASIC AND DILUTED LPE<
Weighted average shares of common stotdtanding 5,452,22 3,245,001 2,464,71.
LPS- Basic and dilute: $ (0.66) $ @a.7¢) ¢ (2.29)

Inventories- Inventories are stated at the lower of cost aketaCost is determined using the first-in, ficstt method (FIFO). Demonstrati
motorcycles are stated at manufacturing cost asefves are recorded to state the demonstratiornroyotes at net realizable value. The
Company reviews inventory for obsolescence andssxgaantities to determine that items deemed digesoieexcess are appropriately
reserved.

Property and EquipmertProperty and equipment are stated at cost. Digicatis calculated on the straight-line methoérathe estimated
useful lives of the assets, which are 3 to 7 ydagasehold improvements are amortized straightdires the shorter of the lease term or
estimated useful life of the asset.

Impairment of Long Lived AssetsThe Company reviews long-lived assets for impairtrannually or more frequently if the occurrente o
events or changes in circumstances indicateshbatdrrying amount of the assets may not be feltpverable or the useful lives of the assets
are no longer appropriate. Each impairment telsas®ed on a comparison of the carrying amount @efsaet to future net undiscounted cash
flows. If impairment is indicated, the asset isttem down to its estimated fair value on a discedrtash flow basis.
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Notes to Consolidated Financial Statements
1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANACCOUNTING POLICIES (Cont.)

Revenue Recognition The Company conducts its sales through a netafridependent dealers, and the Company recogrexesue for
sales to dealers after the following has takeneplac

* Motorcycles are delivered, which is at the tirhey are shippec

* Title of the motorcycle passes to the dealeregally at the time of shipmer
* Collection of the relevant receivable is probal

* Persuasive evidence of an arrangement exists

* The sales price is fixed or determinat

The process of recognizing revenue, once the aisasegisfied, is the same even if the sale(s)éademmler(s) are financed through GE
Commerical Finance. The sale is recorded as revandi@ receivable is set up. If the sale is findrmethe dealer then the company
calculates a Fair Market value of the risk assediatith the dealer financing liability and recoadsentry. The liability exposure is based on
using an industry standard of ten percent (10%j}Hemotorcycle sales for the reporting period.

The Company’s dealer agreement provides that thkedkas no right of return unless the Companyaigés the return.

Warranty— The Company provides warranty coverage for ittonegcles with unlimited miles within a one yearipéd from date of purchase,
including parts and labor necessary to repair thtomycle during the warranty period.

A provision for the costs related to warranty exgewill be recorded as a charge to cost of gooldsveloen revenue is recognized. The
estimated warranty cost will be based on industgrages and the stage of production life cycldhhef@ompany’s motorcycles. The warranty
reserve will be evaluated on an ongoing basis soienits adequacy. Warranty information is detaiitethe following table:

August 31, December 31, December 31,

2005 2004 2003
Beginning balanc $ 27,59 $ — $ —
Warranties issue — 29,51¢ —
Warranty payment (9,227) (1,929 —
Ending balanc: $ 18,36¢ $ 27,59! $ —

Research and DevelopmenResearch and development costs are expensecuaeih Assets that are required for research amdldpment
activities, and have alternative future uses, uitaxh to its current use, are included in equipteerd depreciated over their estimated useful
lives. Research and development costs consist plynad salaries and other compensation for develept and engineering personnel,
contract engineering and development costs forowted projects, equipment and material costsduelbpment activities, and expenses for
regulatory compliance and certifications.

Income Taxes- Income taxes are accounted for under the asddiadnility method. Deferred income taxes, if aaye recognized for the
difference between the financial statement carrgimgpunts and the tax bases of existing assetdatilities. Deferred income taxes, if any,
will be recorded at the tax rates expected to keffect when amounts are to be included in futaralle income. A valuation allowance is
recorded to reduce the deferred tax assets tatlberts believed to be realizable. Due to the unadyt regarding the Company’s future
profitability, the future tax benefits of its losskave been fully reserved and no net tax benagitdeen recorded in these financial statements
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Notes to Consolidated Financial Statements
1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANACCOUNTING POLICIES (Cont.)

Fair Value of Financial InstrumentsThe carrying values of balance sheet financithiiments approximates their fair values as thé aieth
assets were incurred and acquired recently. Thesadial instruments include cash, accounts rebégyaccounts payable, accrued liabilities,
notes payables and indebtedness to related paviiasmgement is of the opinion that the Companytsenposed to significant interest, credit
or currency risks arising from these financial instents.

Stock Options and Stock Based Compensatidine Company has elected to expense options grémtss employees under the provisions of
SFAS 123 (Accounting for Stock-Based Compensatidtt) respect to employee stock options. There wereptions issued from inception
through December 31, 2003.

The fair values of the employee stock options gramturing the year ending December 31, 2004 anthéoeight months ending August 31,
2005 were $29,863 and $497,700 respectively. Tineddues of these option grants were determinéugube Black-Scholes model with the
following assumptions: a risk-free interest ratel #5%, an expected life of five years, 18% vadlgtiland no expected dividend yield.

The Company also issued common stock for servicesiployees, certain contractors and financing @migs. As such, common stock
granted during the year ending December 31, 2084a@rthe eight months ending August 31, 2005 vidr801,783 and $749,865
respectively.

The Company accounts for equity instruments issoewbn-employees for services and goods under SEPZBSEITF 96-18 (Accounting for
Equity Instruments Issued to Other Than Employee#é€quiring, or in Conjunction with Selling, Goodad Services); and EITF 00-18
(Accounting Recognition for Certain Transactionediwving Equity Instruments Granted to other thandioyees.) Generally, the equity
instruments issued for services or goods are fomaon shares or common stock purchase warrantse Bieses or warrants are fully vested,
non-forfeitable and fully paid or exercisable &t thate of grant and require no future performacensitment by the recipient. The Company
expenses the fair market value of these secudtiesthe period in which the Company receives ¢hated services.

Dealer Floor Plan Financingln May 2003, the Company entered into a floonglaancing agreement with GE Commercial Distribati
Finance Corporation (CDF) to establish a finandamility for the Company’s independent dealers. &inithis agreement, the Company
submits an invoice to CDF describing the merchaniiships to a dealer when the dealer requests flian financing from CDF. If CDF
accepts the obligation to finance the merchandi§¥; pays the Company 97.6% to 100% of the amowatided. The Company must provi

to CDF certain covenants when invoices are subdhitiefloor plan financing, relating to the bonddinature of the order, title and saleability
of the merchandise being financed.
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Notes to Consolidated Financial Statements
1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANACCOUNTING POLICIES (Cont.)

Dealer Floor Plan Financing (ContinuedpPealers of the Company also must each qualifgpeddently with CDF to obtain financing
through this facility, and CDF must accept eachificing transaction prior to CDF being obligatefinance the merchandise. CDF’s
obligation is also subject to certain conditionduiding delivery of the merchandise by the Comptanthe dealer within 30 days of CDF's
acceptance, receipt by CDF of the invoice withirda@s shipment to the dealer, and no revocati€@@df's acceptance prior to shipment of
the merchandist




If CDF deems it necessary to repossess any meriseafitenced by CDF, the Company must repurchasenégrchandise from CDF at the
greater of the unpaid balance on such merchandige Companys original invoice price, regardless of the comaitof the merchandise. T
Company also must pay any expenses incurred byr€Rfng to any repossession. The Company calcutatenir Market Value of the risk
associated by reserving ten percent (10%) baseldeoimdustry average for the motorcycle salesHerreporting period.

Either party upon 30 days written notice may temterthe Compang’floor plan financing facility with CDF anytimend CDF may termina
the agreement anytime upon an event of defaulh&yCompany.

2. EQUITY FINANCING AGREEMENTS

The Company incurred a net loss of $3,542,250,885208 and $12,647,805, for the eight month peeinding August 31, 2005, the year
ending December 31, 2004 and the period from ineegNovember 18, 2002) through August 31, 2008peetively. Viper produced 25
motorcycles in 2004 as a “Development Stage Conipahile producing only one bike per dealer (consédka “one-time” R&D production
on the new bike). The current business plan @tomence commercial production in the second qu2@@6. No additional capital infusion
will be required to start commercial productiomuadtorcycles and engines.

The Company has completed the following financhags$actions to fund the anticipated cash flow $akhrOn August 31, 2005 the Compe
completed a private placement of 1,000,038 shar®3.80 per share resulting in net proceeds t&€Ctirapany of $3,387,205. On August 26,
2005 the Company also entered into an agreementGuitnell Capital Partners, LP for a Standby EqDistribution Agreement (“SEDA”)
which enables the Company to draw down up to $8W0per equity request, every five days. This eqgedipital infusion allows the Company
to sell up to $15,000,000 in equity over a 24 mgugtiod. The Company must register its Common Stoder a registration statement with
the Securities and Exchange Commission prior tagreement becoming effective. Cornell will reced@sh compensation of 4% of the g
proceeds of each stock sale made by the Comparey timd SEDA facility.
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Notes to Consolidated Financial Statements
2. EQUITY FINANCING AGREEMENTS (Continued)

To obtain this SEDA facility, the Company issue@® B33 shares of its common stock to Cornell and gtanted Cornell stock purchase
warrants to purchase 1,750,000 common shares @dhgany exercisable over a three-year period &0%der share. The Company also
issued 1,587 shares of its Common stock to Mo@tmital, Inc, who acted as Placement Agent folSEBA facility.

3. PURCHASE OF ENGINE DEVELOPMENT TECHNOLOGY

Effective March 31, 2005, Viper Powersports Incqured substantial motorcycle engine technology retated assets from Thor
Performance Inc., a Minnesota corporation. Thesetasvere acquired in exchange for 2,996,575 slofiesmmon stock of Viper
Powersports Inc. issued to Thor Performance, lhe. Company valued the engine development techna@b§g.50 per share and capitalized
$7,341,437 for the value of the motorcycle engieeetbpment. This motorcycle development was desigmel developed over the past 6
years by Melling Consultancy Design (MCD), an eegilevelopment firm based in the United Kingdom,chithias previously designed b
motorcycle and auto racing engines.

Motorcycle development technology acquired from fmRerformance Inc. includes designs and prototjgregarious V-Twins and other
motorcycle engines and other components, and a,8&@ommitment by Thor Performance Inc. to furelcbmpletion of certain
development in progress being conducted by MCDclwbommitment has been fulfilled. The Company hathdependent appraisal of the
engine development technology conducted which, utideincome methodology approach, valued the end@velopment technology at
$19,616,400.

In accordance with SFAS Accounting for Research and Development Coatsl SFAS 142500dwill and Other Intangible Assetthe
Company’s policy is to capitalize costs incurreddmnection with the purchase, from outside partésew engine development technology.
Any internally developed technology would be clésdias research and development, and would be diatedy expensed. During 2005 the
Company capitalized $7,341,437 of motorcycle endiemelopment cost. The Company’s policy is to deijpte the cost capitalized in
connection with developing engine technology otraight line basis over 10 yea
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Notes to Consolidated Financial Statements
4. RECAPITALIZATION

On March 31, 2005 Viper Powersports Inc. was mekgidu Viper Motorcycle Company pursuant to a meragreement dated March 11,
2005. Upon consummation of this merger, Viper Moyote Company became a wholly-owned subsidiaryip&¥Powersports Inc. Prior to
the merger Viper Powersports Inc. was an inactiudiply-held company.

Immediately after completion of the merger, tharfer stockholders of Viper Motorcycle Company owB8b% of the outstanding shares of
capital stock of Viper Powersports Inc. Accordinglyis transaction constituted a reverse mergechvisi regarded as if Viper Motorcycle
Company had acquired Viper Powersports Inc. Thiasedial statements present operations of Viperdkycle Company from its inception
on November 18, 2002, and do not include any mj@rations of Viper Powersports Inc.

For accounting and financial reporting purposes, isverse merger was treated as a recapitalizafidiper Powersports Inc. Viper
Powersports Inc. had no assets or liabilities amntusiness other than the search for a suitablganéarget, and accordingly its book value
has been stated at zero on the recapitalized Fakreet.

Pursuant to the one-for-one share exchange ba#lissaherger, the stockholders of Viper Motorcy€lempany exchanged all of their capital
stock for a like amount and type of capital stotkiper Powersports Inc. Preferred stockholder¥iper Motorcycle Company acquired a
total of 783,000 shares of preferred stock of Vipewersports Inc., which preferred shares are atibleinto common shares on a one-for-
one basis.

Additionally under this reverse merger, all outsfiag options and warrants to purchase common sib®kper Motorcycle Company were
converted into like options and warrants to pureh@smmon stock of Viper Powersports Inc.

5. RELATED PARTY TRANSACTIONS

Since inception, the Company has entered into nramgactions with related parties consisting oiceffs, directors and beneficial owners of
more than 10% of its common stock, including tHiofeing:

Debt Conversions Incident to reorganizing the Company during Jaysddarch 2005, outstanding debt of the Companhadggregate
amount of $4,770,879 was converted into capitalkstd the Company based on $2.50 per share. Thestecdnversions included $3,476,547
owed to officers, directors and shareholders, abingj of $2,694,418 in outstanding loans and irstetfeereon, accrued compensation and
accounts payable of $344,629, and $437,500 teswitl terminate an employment contract with a foroffecer.
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Notes to Consolidated Financial Statements
5. RELATED PARTY TRANSACTIONS (Continued)

Thor Performance, Ine- Effective March 31, 2005 the Company acquiredstuitial motorcycle and engine development teclgyosmnd
related assets from Thor Performance, Inc. in exgbdor 2,996,575 shares of common stock of the @@my valued at $2.50 per shaf®ee
Note 3). Due to this transaction, an officer and threepf@)cipal shareholders of the Company beneficiatlguired 2,401,192 common
shares of the total issued for Thor Performanae, In

Common Stock Issued for Service$n December 2004, the Company granted a toth88f700 shares of its common stock, valued at $2.50
per share, to employees as additional compensfaid?004. These common shares were fully vestediahydpaid upon their grant, and
included 125,000 shares granted to the Presidevipetr Motorcycle Company.

Prior to December 2004, the Company had issued sthek grants from time to time for services imlthg officers, directors and
shareholders. These transactions included stockgyra related parties in November 2002 to Marcdb326f 411,250 common shares of $.40
per share, in May 2003 of 822,500 common shar§4.80 per share, in December 2003 of 42,500 conshares at $2.00 per share, and in
May 2004 of 16,000 common shares at $2.50 per share

The value of common shares issued in all thesd spamts to related parties for services was derertnby the Company’s Board of
Directors based on concurrent sales of the Comgargrnmon stock to unrelated parties as well agéirelopment status of the Company’s
business at the time of these stock grants.

Private PlacementsIn connection with various private placementthef Company’s common stock since inception, relptaties have
purchased its common stock on the same terms wideh unrelated parties have participated in thgaeements. Sales to officers, directors
and shareholders in private placements has incladethl of 504,750 common shares at $.40 per shar@lacement from November 200:
March 2003 a total of 70,000 common shares at §2e0Ghare in a June to December 2003 placemeahg #otal of 40,212 common share
$2.50 per share in a February to March 2005 planeme

Indebtedness to Principal Shareholdelsrom December 2003 to August 2004, David Palmlilin@ principal shareholder) loaned a total of
$2,000,000 to the Company, for which he receivatbua notes bearing interest rates from 10% to ak%hhaving maturity dates from
August 2004 to September 2005. All of this debt watstanding as of December 31, 2004. In March 268&ept for $150,000 of a Series A
Convertible Secured Note, Mr. Palmlund convertéafahis debt, including accrued interest, into ;080 shares of preferred stock of the
Company and 64,635 shares of common stock of tlmep@oy, all based on the share price of $2.50. Fleenwerted $150,000 Series A Note
bears an interest rate of 18% per annum, and igectible into common shares of the Company on #sshof $2.50 per share. The Series A
note matures on September 30, 2005. This SeriestA N also secured by tangible and intangibletasgghe Company.
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5. RELATED PARTY TRANSACTIONS (Continued)

Indebtedness to Related Parties (Continuellive other related parties, including an offider directors, and two principal shareholders
have made substantial cash advances or workingatégmans to the Company from time to time sinsdriteption. They have received
unsecured 8% notes for these advances and loams.Pecember 31, 2004 $673,237 of these 8% notesowistanding, including accrued
interest. In February to March 2005, all outstagdfo notes of the Company, including accrued istdieereon, were converted into shares
of common stock of the Company based the pric &Gper share.

Guarantee of Letter of Creditin January 2004 (as amended February 8, 2065 ¢impany obtained a $200,000 Letter of Credit from
Compass Bank of Dallas Texas in favor of GE Comm€ERistribution Finance Corporation. This Lettdr@redit also was guaranteed by
David Palmlund Il (a principal shareholder), wisddeing paid $3,000 per month as long as the gtesras outstanding.

Consulting Compensation During 2003 and 2004, the Company paid compemséti a principal shareholder for consulting segsicelated
to motorcycle production development and creatioanbassembly manufacturing system. These congudtipenses included $55,000 in
2003 and $36,000 in 200




Employment Agreement In January 2004, the Company entered intoyad@8-employment agreement with Terry Nesbitt to Ipiay an annui
salary on the basis of $94,600 until April 2004 #mefreafter on an annual basis of $104,060. Thisesgent also provided for him to be paid
total bonuses of $25,000 in 2004. The agreemeatdaddigates the Company to provide his medicalriasce, a monthly fuel expense
allowance, a vehicle for his travel purposes, aighbursement of his reasonable out-of-pocket exgreridr. Neshitt's agreement also
provides that if his employment is terminated withocause, he will receive a cash severance payeggra to 75% of his annual
compensation for 24 months.

Settlement of Employment Contraetn January 2005 the Company issued a total ofd0D6shares of common stock expensed on a per sha
price of $2.50, for the termination of an office€sployment contract.

6. COMMON STOCK WARRANTS AND OPTIONS

The Company has issued warrants to purchase aofdz883,639 shares of its common stock, and ledsogranted options to purchase a total
of 857,000 of its common shares.
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6. COMMON STOCK WARRANTS AND OPTIONS (Continued)

Warrants- Outstanding warrants of the Company to purch8s835 common shares at a price of $2.00 per sleare three-year terms,
expiring from June 2006 to January 2007; outstapdiarrants to purchase 330,000 common shares gtitteeof $2.50 per share have five-
year terms, expiring from December 2008 to March®@@utstanding warrants to purchase 150,000 conshares at a price of $6.00 |

share have a five-year term expiring in Januan020Uitstanding warrants to purchase 1,750,000 camshares at a price of $4.60 per share
have a thregrear term expiring August 2008; and outstandingarés to purchase 100,004 common shares at agif® 290 per share haw
five year term expiring August 2010. Related partield warrants to purchase 262,500 of these wastanes, with the other warrants being
held by persons who have provided financial or atiimg) services to the Company. No warrants issuethe Company have been exercised
so far.

Stock Options- Outstanding stock options all have five-year earpiring from January 2009 to January 2010. Tdosist of options to
purchase 782,000 common shares at a price of $2156hare and an option to purchase 75,000 comhmyesat a price of $2.00 per share.
Related parties hold options to purchase 572,0@thuan shares, and the balance of options to pur@&&600 common shares are held by
current and former employees and directors of the@any. No stock options granted by the Company lneen exercised so far.

VIPER POWERSPORTS, INC.
COMMON STOCK WARRANTS & OPTIONS

Options Warrants
8/31/2005 12/31/2004 8/31/2005 12/31/2004
Beg Bal 165,00( — 283,63! 116,13!
Issuec 692,00( 165,00( 2,100,00: 167,50(
Exercisec — — — —
Cancellec — — — —
End Bal 857,00( 165,00( 2,383,63! 283,63!



Exercisable 857,00( 165,00( 2,383,63! 283,63!

The following table provides certain informationtiwvrespect to the above-referenced stock optiodswamrants outstanding at August 31,
2005:

Weighted Weighted
Number Average Average Life-
Oustanding Exercise Price Years
Warrants 2,383,63¢ $4.31 3.3
Options 857,00( $2.4 4.5
Total 3,240,63¢ $3.8 3.6
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7. PREFERRED STOCK

The Company has authorized 20,000,000 shares fefrprd stock with par value of $.001 per shareth@ge, 783,000 have been designat
Series A Preferred Stock with a stated value d5&per share. The 783,000 shares were issuedfoat$2.50 per share, and are issued and
outstanding as of August 31, 2005. Each share i¢$SA Preferred Stock has one voting right, cuttivdsannual dividend rights of $.20 per
share, conversion rights for one of common stagkjdation preference of $2.50 per share, and g@igion for antidilution in the case of stc
splits, dividends, recapitalizations, mergers tieobusiness combinations.

8. SUBSEQUENT EVENT

On January 17, 2006 the Company terminated its SEfrdement (discussed in Note 2) with Cornell Gdlartners, LP. In accordance w
the termination agreement, the Company cancele@333%hares of its common stock and 1,750,006 afdtrrants that were issued in
connection with the agreement. As a result of tdimination, the Company has no agreement in ftaobtain the equity funding required to
implement its business plan.
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ASSETS
Current asset:
Cash
Inventory and supplie

Total current asse
Fixed asset:
Office and computer equipme
Manufacturing and development equipm
Vehicles
Leasehold improvemen

Less accumulated depreciati

Total fixed asset
Other assets
Rental deposit and oth
Engine development technolo

Total other asse!
TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
Accounts payabl
Accrued liabilities
Shareholder note (Palmlun
Inventory financing note (Palmlun
Current portion of capital leas

Total current liabilities
Long-term liabilities:
Capital lease, less current porti

TOTAL LIABILITIES

Stockholder' equity:
Preferred stock, $.001 par value; authorized 2Q@@@shares; 783,000 shares issued and outstasidhmvember 3C
2005
Common stock, $.001 par value; authorized 100,@shares; 10,126,380 shares issued and outstasidavembe
30, 200t
Paid in capita
Accumulated defici

TOTAL STOCKHOLDERY EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS EQUITY

F-18

$ 1,011,57
242,34

1,253,92!
112,76¢
276,30¢

53,27¢
38,77(

481,12
(160,52

320,59t

49,34:
7,341,43!

7,390,78I

$  8,965,30

$ 62,70¢
73,63:

150,00(
100,00(

13,50(

399,84(

43,58¢

443,42t

78

10,12¢

22,294,35
(13,783,39)

8,521,87!

$  8,965,30
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VIPER POWERSPORTS INC.
(A Development Stage Company)

Consolidated Statement of Operations
(UNAUDITED)

For the Eleven Months Ended



11/30/04

11/30/05

Cumulative From

Inception (11/18/02)
Through 11/30/05

Revenue $ 566,07t 75€ $ 641,70¢
Cost of revenu 444 53¢ 854 501,57°
Gross prof 121 ,54( (98) 140,13:
Operating Expense
Research and developm 641,43. 712,57 2,559,49
Selling, general and administrat 3,067,821 3,841,49 11,195,777
3,709,25; 4,554,07. 13,755,26
Loss from operatio (3,587,71) (4,554,17) (13,615,13)
Other (expenses) incom
Interest (expens (323,58) (153,179 (313,36)
Other income (expens (181,369 27,42( 143,02(
Net los $ (4,092,65) (4,679,93)) $ (13,785,48)
Net Loss Per Common Share (Basic and dilu $ (2.2)) (0.67)
Weighted average common shares outstan 3,376,93. 6,973,95!
F-19
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VIPER POWERSPORTS INC.
(A Development Stage Company)
Consolidated Statement of Cash Flows
(UNAUDITED)
For the Eleven Months Ended
Cumulative From
Inception
(11/18/02)
11/30/04 11/30/05 Through 11/30/05
Cash Flows Used in Operating Activitie
Net Los: $ (4,092,65) $ (4,679,93) $ (13,785,48)
Expenses Not Requiring an Outlay of Ce
Depreciatiol 54,27: 79,50! 160,52:
Stoc-based Compensatic 2,038,89: 1,247,70! 3,946,24!
Net Cash (Used in) Operatio (1,999,49) (3,352,72) (9,678,71)
Changes to Operating Assets and Liabilit
Decrease (increase) in accounts recei\ 0 9,01¢ (399



Decrease (increase) to rental deposito#met 0 16,941 (240,679

Decrease (increase) in supplies and prs, 39,37 40,71¢ (14,099
Increase (decrease) in accounts pay 719,75: (30,127 63,52¢
Increase (decrease) in accrued liabil 32,81 (11,905 73,63:
Cash Flows (Used in) Operating Activiti (1,207,55) (3,328,079 (9,796,71)
Cash Flows From (Used in) Investing Activitit
Costs of Abandoned IF (579,926
Funding from Thor Performance for engine
developmen 0 150,00( 150,00(
Purchase of Intellectual Prope (35,25) — (35,25)
Purchase of Fixed Ass (314,944 (62,199 (478,444
Cash Flows From (Used in) Investing Activit| (930,129 87,80: (363,699
Cash Flows From Financing Activitie
Net Proceeds From Sale of St — 4,150,05! 5,957,10
Checks in excess of bank balance (reduc 72,43t (18,51%) —
Stockholder loan and capital lease paymnr 53,23: (572,72() (640,675
Loans from stockholde 1,658,26! 693,00( 5,858,23!
Cash Flows From Financing Activitis 1,783,93. 4,251,82 11,164,66
Net Increase in Ce (353,739 1,014,217 1,014,25.
Cash at Beginning of Per 396,34t 36 0
Cash at November 30, 2! $ 42,60° $ 1,014,25 $ 1,014,25
Supplemental Nc-Cash Financing Activities and Cash Flow Informati
Common stock issued for accounts pay $ 20,00( $ 1,268,69 $ 1,323,69
Common stock issued for accrued liabili $ = $ 553,52: $ 553,52:
Preferred stock issued for d $ — $ 1,957,701 $ 1,957,70!
Common stock issed for de $ = $ 991,16( $ 1,101,32
Common stock issued for software as $ 50,00( — $ 50,00(
Common stock issued for engine developrassets $ — $ 7,491,43 $ 7,491,43
Equipment acquired via capital le $ 72,59¢ — $ 72,59¢
Stock warrants issued with convertible ¢ $ 22,03 — $ 132,20:
Interest pai $ 142,93t $ 153,17¢ $ 309,86
Income taxes pa $ — $ — $ —
F-20
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VIPER POWERSPORTS INC.
(A Development Stage Company)

NOTES TO UNAUDITED FINANCIAL STATEMENTS

1. Basis of PresentatienThe interim financial information included in tf@egoing financial statements for the eleven meminded
November 30, 2005 do not include all the informamd footnote disclosure required by U.S. geneealtepted accounting principles
complete financial statements. In the opinion ohagement of Viper Powersports Inc., these unaudii@éments include all adjustments
considered necessary for the fair presentatiohegteven-month interim period reported herein.afljustments are of a normal recurring
nature unless otherwise disclosed. Managementjeslignat the disclosures made in these unaudigehsénts are adequate for a fair
presentation of our results of operations, finaneiition, and cash flows. These unaudited intdnrancial statements should be read in
conjunction with the audited consolidated finansiatements and accompanying notes included iR#gistration Statement.

2. _Capital Stock All issuances of preferred and common stock gutbies and warrants to purchase common stock oftmpany during
the first eight months of 2005 ended August 31 528@ shown on the audited financial statementsded in this Form 10-SB of the
Company. During the following three months of 2@dsled November 30, 2005, there have been no furéipétal stock issuances



transactions of the Company.

3. _Subsequent EventOn January 17, 2006 the Company voided and tetednts SEDA agreement with Cornell Capital PagneP and
incident thereto the Company also canceled 1335838s of common stock and 1,750,000 related stocthase warrants held by Cornell
Capital. These common shares and warrants becaichsinoe they had been issued as a commitmenefated to the terminated SEDA
facility.

4. Relocation of CompanryOn February 1, 2006, the Company terminated ahldse Agreement to acquire facilities in Monticello
Minnesota. On February 3, 2006, the Company entatedh five-year lease commencing March 1, 2006He lease of 36,000 square feet in
an industrial building in Big Lake, Minnesota. TBempany expects to complete moving all its openatito the new facility by the end of
April 2006. See “Description of Property” in therfo10-SB for a description of the terms of the éeas

F-21




