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PART I
FORWARD LOOKING STATEMENTS

The information in this Annual Report on Form 10zéntains forward-looking statements within the nmiegrof Section 27A of the Securities Adt o
1933, as amended, and Section 21E of the SecuHtebange Act of 1934, as amended. These forwankidg statements involve risks and
uncertainties, including statements regarding Dgdtedia's capital needs, business strategy anelcéaions. Any statements contained herein that are
not statements of historical facts may be deemebdetdorward-looking statements. In some cases, cauidentify forward-looking statements by
terminology such as "may", "will", "should", "exg&c"plan”, "intend", "anticipate”, "believe", "a@state", "predict", "potential" or "continue", the
negative of such terms or other comparable termagyol Actual events or results may differ materially evaluating these statements, you should
consider various factors, including the risks ot below, and, from time to time, in other rep@estiny Media files with the SEC. These factors
may cause Destiny Media's actual results to diffaterially from any forward-looking statements. firgs Media disclaims any obligation to publicly
update these statements, or disclose any differbetgeen its actual results and those reflectethése statements. The information constitutes
forward-looking statements within the meaning & Brivate Securities Litigation Reform Act of 1995.

CURRENCY

All dollar amounts in this Annual Report on FormHKGre presented in United States dollars unlgssratise indicated.



ITEM 1. DESCRIPTION OF BUSINESS.
OVERVIEW AND CORPORATE BACKGROUND

Destiny Media Technologies, Inc. was incorporatediugust 1998 under the laws of the State of CadloraVe carry out our business operations
through our wholly owned subsidiary, Destiny Softevdroductions Inc., a British Columbia companyt thas incorporated in 1992, and MPE
Distribution, Inc. a Nevada company that was inocaped in 2007. The “Company”, “Destiny” or “we"fegs to the consolidated activities of all three
companies.

Our principal executive office is located at #8055ranville Street, Vancouver, British ColumbiaG/8P1. Our telephone number is (604) 609-7736
and our facsimile number is (604) 609-0611.

Our common stock trades on the OTC Bulletin boarden the symbol “DSNY” and on various German exgesn(Frankfurt, Berlin, Stuttgart and
Xetra) under the symbol “DME” 935 410.

Our corporate website is located at http://www.dsom.
OUR PRODUCTS

Destiny develops and markets solutions which enateldia owners to securely distribute their digiteddia content globally through the internet. The
Company has two main product lines: MPE® enablegert to be transferred permanently to authorizsiprents, so they possess it the way they
would CD or DVD. Clipstream® is analogous to radiol'V where content is streamed to the viewer fraasient manner.

The MPE® Product Line
MPE® enables the secure download of audio or videpuser’s computer and consists of two prodiRiessy MPE® and PODDS.

Security is provided by patented and patent pentdiognologies, which give record labels the choiclecking content so that only authorized devices
can play it or allowing copies, but embedding tiagknformation so the source of unauthorized cejgi@n be traced:

1. Digital Locking technology: "Digital Media Disbution Method and System" (US 20020146122, WIP@9196) issued on Dec. 16,
2008. This method uniquely identifies a device @edmits playback of content on the authorized meehand not on any othe
computer or device.

2. Digital Trace: "Methods for Watermarking Mediat®" (US 20080098022) was published in April 2008l as currently pending
review. Using this method a trace is embedded éh eggital file identifying the source of copies.

A) Play MPE®
http://www.plaympe.com
http://www.myplaympe.com

The Play MPE® service is currently our main offerin this line and is a system for securely mowpngrrelease music to radio stations, media, buyers,
film and TV, DJ's, stadiums, VIP’s and other trubtecipients. All four Major Record Labels (Univardusic Group, Warner Music Group, EMI and
Sony Music) use the Play MPE® service commerciallysending their pre-release music.

The system is highly automated where label staffhewith their own access rights, collaborate ugingoder tools to upload album artwork, broadcast
quality music and video, meta data, photos, mangetnaterials, meta data and localized copy, reldases and recipient lists. Optional email alerts
that new music is available are automatically geteer based



on selectable templates. The system detects whattemipient is in the system and automaticallydsehem an email explaining how to download the
software to access the new content.

Packages of new content (music, associated graphigsic video, liner notes, etc.) automatically egopin a library of available content, custom to
each recipient. The recipient would use eitheraaviser or custom player software developed by DggMac/Windows/iPhone) to stream or download
the content in a locked format. If they have ttghts, they can export into any standard industrinéd or burn to CD. Destiny has partnered with
leading radio automation vendors so that song ufega can be exported into third party tools.

Proprietary Play MPE® player access software isetily available in twenty-four languages in versidor web browsers, the Mac, PC and the
iPhone.

B) Podds
http://www.podds.ca

This online music store solution facilitates théesaf new music through proprietary player softwatith integrated e-commerce functionality. It was
originally launched as a solution to sell music gslicensed to DJ’s, clubs and internet enablggital jukeboxes, but based on a low return on
investment, management has reduced focus on thiromity. The system remains as a proof of conedyith is available to be licensed to third party
music retailers who could license and rebrand thatien to securely sell music to their customers.

The Clipstream® Product Line

Clipstream® is an innovative "instant play" solatitor playback of streaming audio and streamingwoidJnlike Windows Media Player or Quicktime,
there is no player that has to launch for the gurtte playback. Unlike Flash, multiple ClipstreanaBjects can play on the same page and the content
can be uploaded to any website. Clipstream® uséds @p% less bandwidth than these three solutidmievproviding a 98% playback rate, including
across devices other than computers. Becauseitheoespecial player or server and everythingaadards based, Clipstream® content never has to be
re-encoded as technologies change.

The Clipstream® software suite enables audio oewidontent to be “streamed” so that the media pilagtsntly and automatically when the user
initiates playback. Creating streaming video contegith other technologies can be a complicated ggscand in most cases, users are required to
purchase and maintain streaming servers. With dpm®, content owners simply encode the contdottire Clipstream® format, then upload to an

existing website. Clipstream® is a standards baseklnology built around the cross platform Javaylege, supported natively by most operating
systems and devices.

Clipstream® encoded content plays instantly in neastes, without requiring the user to download COBBr player software. This results in a much

higher play rate for site owners and because tisen® player executable, users are not exposedtuses, trojan horses or unstable code that could
crash their computer.

A) Licenses E) Server licenses
http://www.clipstream.com http://www.clipstreamserver.com
B) On demand audio streaming F) Telephone streaming
http://www.clipstreamaudio.com http://www.audio-mail.com

C) Internet Radio G) Video Survey Solutions
http://www.pirateradio.com http://www.surveyclip.com




D) Internet TV H) Advertising Solutions

http://live.clipstream.com http://www.clipstreamad.com

BUSINESS DEVELOPMENT
MPE®

Play MPE® was first marketed to the recording induss an alternative to the much higher cost paygicouriered envelopes) distribution of CD
copies of their pre-release music. For severaloregshe concept was well received by our recdrdllalients and by radio. The initial challenge was
in changing the way the entire industry distribuéedl received their music. Record labels wereaiytiunwilling to pay and commit to digital only
transmission until radio adopted the system wtalgia was concerned about the volume of new cor(sonigs) in the system. Consequently the
Company initially provided the Play MPE® serviceedr from charge while promoting the system to baddia and record labels. Full
commercialization in the United States began irudan 2008. Revenue from Play MPE® has consistegriyvn over the past four years with the
larger increases coming in the most recent twelveghteen months.

2009 proved to be a pivotal year for both the RBE® service and the Company as the Play MPE® métwrpanded into Europe, Australia and
Canada and showed continued growth in the US. Tobap@ny established agreements within the industhjle providing extensive technical
advancements, enhancing the value of the Play MBE®ice and providing additional barriers to enfioy potential competitors. Some of the
highlights for the year include:

1 December 2008: Play MPE® enrolls in the internaltynapproved antipiracy certification program aetContent Distribution and Storage
Association (CDSA)

1 February 2009: Warner Music Group announced a glob@mercial contract to use Play MPE® representing third (of four) US Major
Record Labels under agreement

1 February 2009: Patent Granted for locking secueityinology entitledDigital Media Distribution Method and System”
1 November 2008 - February 2009: Australian expansioludes EMI, Warner Music Group, Universal MuSmup, and Shock Records (etc)

1 March 2009: New versions of server system and esrcadhder development since 2006, supporting natufes including multiple server
locations, real time backup, failover, label stafflaboration tools, and lists and content cordirad reuse across territories.

1 April 2009: New player software for Windows and R®ailable in 24 languages redesigned to suppobaglexpansion.

1 May 2009: In the "8 quarter of fiscal 2009, the Company showed it figerating profit on the strength of a 42% incesisrevenue from the
prior quarter and consistent increases in oveeaitmue.

1 May 2009: Tracing security technology patent esditiMethods for Watermarking Media Data&pplication expanded to include European
Union and Japan.

1 May 2009: Universal Music Group, based in the Whitengdom announced a new commercial agreemensédPlay MPE® in 77 additional
territories covering the globe outside of North Aioa.

1 August 2009: Revenue increased to $872,549 fod'thguarter ended August 31, 2009 resulting in income: @arnings before interest taxes
depreciation and amortization (EBITDA) $302,749tle quarter.

1 September 2009: Apple approves Play MPE® iPhone A@p available on iTunes. This proprietary playeftware provides Play MPE®
industry recipients, including staff at Apple, extrely high quality broadcast quality audio filesdaplayback which can be optionally
downgraded to provide playback through iTunes.



Clipstream®

Our traditional area of strength for sales in Gligam® licenses is the market research communitgrevit has become a standard for secure global
questionnaires. Because of the cost of acquisitioa survey participant and the sensitivity of ttentent, the high play rate and security of the
Clipstream® solution is critical. This area was acbely impacted by the economic conditions in 2@08,is expected to be an area of growth for the
Company in 2010.

The main focus for Clipstream® in fiscal 2009 whas tevelopment of higher margin recurring servieseld offerings. The Clipstream® Cloud
offering was originally expected to launch in 2008 was delayed by diversion of resources to thve Play MPE® service infrastructure. The launch
of this solution is expected to occur in the fhatf of fiscal 2010.

Development of professional service based versidr@lipstream® TV and Clipstream® Radio began iae fecond half of 2009 and these solutions
are also expected to be available in fiscal 2010.

While the Company will continue to offer Clipstre@nechnology licenses, the fiscal 2010 sales fagilisbe on market research and these two new
services currently under development:

1. Clipstream® Cloud Offering

Like a “You Tube for Business”, this solution wile an easy to use solution which allows businesplpeo display and share rich media
content without going through an IT department.f Serve accounts will be marketed directly to indials who can purchase monthly
recurring access plans with their corporate orgmakcredit cards while OEM versions of the systeithbe marketed to larger accounts that
would be able to rebrand to their customer base.

Audio and video content would be automatically efembinto the Clipstream® format for streaming, wtttie original would still be available
for download. A telephone based system would allsers to leave audio messages, which would be aticatly converted into streaming
audio content. Content types would not be restticdad users would be empowered to upload any Higdaatent (web pages, photos,
documents, etc.).

Users can choose from an included webpage or teérite uploaded content into a website of theioshmy. For example, a video could be
posted in a discussion forum and would appear tpdoeof that discussion site but would be hosteflipstream® servers. Advertisers cdul
create rich media ads including rollover audio aito that they could paste into the sites theyedtsed on.

The solution will feature the ability to create amdintain email lists, so that rich content carsest to subscribers by the Clipstream® servers
and access control and reporting will be availfbteeach asset.

2. Internet Radio and Internet TV

Destiny currently markets Internet radio under tRadio Destiny” brand as a software sale to hobbyists who broadesieg their own
bandwidth. Destiny provides a directohtt://www.stationdirectory.cojrto access these hobbyist signals.

Destiny also sells licenses for Internet TV softvddsers can run the software on their local coepirequires a low cost TV tuner card) and
access their signal globally and without playetwafe from any web browser.

In fiscal 2010, the Company will be rolling out feesional versions of these tools which automdsiaaipeat the signals through Destiny’s
servers enabling radio and TV broadcasters to masdy and economically transmit their terrestsighal at high volume to recipients through
their company web page. These products will be etatkthrough pop up download links in the Play MPig#work and directly to the head
offices of the chains.

Ancillary services, such as the ability to log tireadcast stream to Destiny’s servers to meet aégyl archiving requirements may be built ou
in future versions.



Marketing of the new Clipstream® solutions is expecto be viral and initially to existing customersd is expected to be largely sustained from
Clipstream® sales. The goal is for these new bssinmits to be profitable in 2010 and for growtlitiase units to be funded through positive cash
flow

OUR BUSINESS OPERATIONS

We lease 10,100 square feet of office space, withdase expiring in August of 2010, and we culydmve twenty full time employees and one part
time employee. Our employees include our PresidadtChief Executive Officer, Chief Financial Officéen sales and technical support personnel,
and five software developers. We also employ cetdra as needed.

We manage our own server infrastructure and useedhéces of an external hosting facility. We haaeks of server and storage hardware at three
physical locations (two in Vancouver, Canada ane ionLondon, England). Servers are highly redundétit RAID’s, custom switches, redundan
power supplies and multiple connections to the mgetbackbone. The primary access to customergdtug the Vancouver primary server which
connects into the backbone at one gigabit per skcon

COMPETITION
MPE®

Although there are regional competitors in someggaghic locations, the system is leading the ingustwards becoming the global standard for
distributing pre-release music digitally with atiur US Major Record labels and hundreds of majdejendents and promoters commercially using
Play MPE® with large growth seen across geograjhés. The Play MPE® service is currently beindedlout in Europe, Asia, Africa and South
America and the plan to roll out the system to sgwseven countries in fiscal 2010 has commenced.

The main competitor for our Play MPE® distributisarvice remains the physical distribution of muSidbs and promotional security free digital
distribution of MP3's. The Company is not awareao$ecure digital distribution competitor with a qarable or significant presence in the US or
internationally.

Barriers to entry include the installed base of encoder and player software, our brand familiagtyr partnerships with other industry participants
our lead time in developing our offering and ouogpietary patented technologies and trade secfees MPE® system has been under development
since 1999 and would take a number of years ofldpaeent for a new competitor to provide a similéeong.

Clipstream®

Our principal competitor for Clipstream® is Adobéagh and to a lesser extent, the player solutionsigied by Apple and Microsoft. Flash is
recognized as the dominant player in the spacé, avitear monopoly over instant play streaming viddipstream® has a number of economic and
usability advantages that make it extremely conmuglin certain circumstances, but the margins ogasting licenses are low. The corporate strategy
is to license Clipstream® to niches where its cesturity and performance advantages are extrebegigficial, while creating new service offerings
that embrace competing technologies while extendiegn with the benefits of Clipstream®. The Clipstim® Cloud, a hosted solution featuring
automated encoding and reporting uses up to 90% Haedwidth than hosting solutions provided by otieehnologies, so the Company will be
positioned to provide the same service at a muekrdanternal cost then competitors.

Competitors for the new Clipstream® Cloud hostifugons will include video encoding companies,elmet hosting companies and file sharing
companies such as Yousendit and Rapidshare. Aw@stantially larger than we are and have signitly greater financial resources available and
have increased their commitment to and presentieeistreaming media industry. We anticipate thdiaentinue to increase the competitive pressure
in the overall market for streaming media softwdligis increased competition could lead to incregsedsure to decrease the price of streaming media
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software. This pressure on price could force ugdunice the price that we are able to charge ouomess for our software products.

Clipstream® Advantages

A Clipstream® powered website does not require itlsatisitors download and install player softwaBipstream® just plays. Other solutions
require intrusive codecs and new versions of thiaiyer in the background.

As Clipstream® is playerless, management estinthtgsat least 10% more visitors see the rich meadigent

Clipstream®playback takes minimal CPU and memory resourceghsoviewer's computer is free for other tasks. Thisans that many
Clipstream® objects can appear on the same pager &blutions often restrict to one piece of congem page.

The Clipstream® solution is less intrusive andaa®sult, safer for users. Alternative solutionstom a user's device and can be used by
malicious sites to install malware. Because iteistricted to the safe Java sandbox, Clipstream@eoomvill never crash or compromise your
machine.

Clipstream® content is uploaded to any brand of s@fver and just works. Alternative solutions reguhat you purchase, install and configure
streaming server systems, running on dedicatednrzaed

Clipstream®plays on any Java enabled device, so playback isestticted to computers. This cross platform apphomeans the same object
will work for any browser on any brand of computer device at any bitrate. (An autodetect procecautomatically delivers the highest
possible stream quality).

Because there is no player, Clipstream® encodedianeever becomes obsolete and never has to becosleth. Content encoded in
Clipstream® ten years ago still plays today. O8@utions launch new player software without baakisacompatibility.

Clipstream® media will automatically cache becaitge an ordinary web component, just like a graphi a block of text. This means that
Clipstream will save up to 90% on bandwidth costefo90% for ads), while providing much more rel@afglayback This standards based
approach means that there is no limit to simultasestreams.

Clipstream® components can be uploaded to the dimuthird party hosting. Player solutions requimmplicated server farms to handle more
than a few thousand simultaneous visitors.

Clipstream® objects can be embedded into databBsefong terms storage and easy context sensitdtdeval. Every aspect of the
Clipstream® engine can be accessed by web authtmralg to create a customized look and feel

Dozens of parameters provide functionality not e from any other streaming solution. For exanglipstream®provides the only
technology available to link every pixel or group pxels in a banner to a different audio strearhisTtechnology can be used for audio
navigation of a website or to provide ads that doraquire the visitor to leave the host site $teln to an ad.

We must continue to innovate and improve the paréorce of our software products to compete in thdiangechnologies market, to maintain our
customer base and to increase our customer basanii¢gate that consolidation will continue ingtindustry and related industries such as computer
software, media and communications. Consequentypetitors may be acquired by, receive investméms or enter into other commercial
relationships with, larger, well-established andlyieanced companies. There can be no assuraratewh will be able to establish or sustain a
leadership position in these market segments. Wea@mnmitted to working toward market penetratiomef brand, products and services, which, as a
strategic response to changes in the competitivér@mment, may require pricing, licensing, servimemarketing changes intended to extend our
current brand and technology. Price concessiortieoemergence of other pricing or distribution tefgées by competitors may reduce the prices that
we may charge our customers for our software prizdun addition, many of our current and potentiainpetitors have greater name recognition,
larger overall installed bases, more employeessagmficantly greater financial, technical, marketi public relations and distribution resourcesitha
we do. These competitive factors may have a mataigerse effect on our business, financial coaditind results of operations.

10



GOVERNMENT REGULATION

We are not currently subject to direct regulatignamy governmental agency other than laws and atignk generally applicable to businesses. It is
possible that a number of laws and regulations nmeyadopted in both the United States and Canada paitticular applicability to the Internet.
Governments have and may continue to enact legislapplicable to us in areas such as contentldligiton, performance and copying, other copyright
issues, network security, encryption, the use gféscrow data, privacy protection, caching of cont®y server products, electronic authentication or
“digital” signatures, illegal or obscene conterdc@ss charges and retransmission activities. Tpkcapility to the Internet of existing laws goverg
issues such as property ownership, content, taxafiefamation and personal privacy is also unaertkport or import restrictions, new legislation o
regulation or governmental enforcement of existiegulations may limit the growth of the Interneigiiease our costs of doing business or increase its
legal exposure.

RISK FACTORS

We face risks in executing our business plan ardesing revenues. The following risks are materiaks that we face. We also face the risks
identified elsewhere in this Annual Report, inchglithose risks identified under Item 1 — Descriptiof Business, including Competition and

Government Regulation, and Item 6 — Managementu3son and Analysis or Plan of Operations. If ahyhese risks occur, our business and our
operating results and financial condition couldsbeously harmed.

If revenues decline, then our financial conditiom aesults of operations will be adversely affected.

Approximately 88% of our revenue is generated framPlay MPE® distribution service. The main conitpeffor our Play MPE® system remains the
physical distribution of music CDs and promotiosaturity free digital distributions of MP3’s. Contip@rs may arise and/or customers may not renew
distribution contracts. This factor could cause oewenue to decrease with the result that our Gigrcondition and operating results would be
adversely affected.

If we are not able to control our operating expengesn our financial condition may be adverselgetiéd.

We have been successful in containing our operaxpgnses. Operating expenses decreased subgtant®,515,666 for the year ended August 31,
2009 from $3,983,821 for the year ended Augus808. Our ability to achieve profitability is cotidhal upon our ability to maintain our operating
expenses. While we have been successful in contamir operating expenses, there is a risk thatilvéave to increase our operating expenses in the
future. Factors that could cause our operating esgee to increase include our determination to speme on sales and marketing in order to increase
product sales or our determination that more rebeard development expenditures are required inrdwéeep our current software products
competitive or in order to develop new productstf@ market. To the extent that our operating egpernncrease without a corresponding increase in
revenue, our financial condition would be adverseipacted.

If we are not successful in legal proceedings agaiasthen our business and financial conditionldde adversely affected.

We are currently party to four claims against tt@mPany, as described in Item 3 of Part | underhibading “Legal Proceedings”. If we are not
successful in these legal proceedings and areddocenake payments of damages to the plaintifisn thur business and our financial condition would
be adversely affected.

Our success is dependent, to a large degree, Upoefforts of Mr. Steve Vestergaard, our curremcexive officer.

Mr. Vestergaard was the founder of Destiny Softwaaré has been involved in our business operatioee sur inception. The loss or unavailabilify o

Mr. Vestergaard could have an adverse effect orbosiness operations and financial condition. Waatomaintain key man life insurance policies for
Mr. Vestergaard or for any of our other employdasaddition, our continued success is dependenh upo ability to attract and retain qualified

personnel in all areas of our
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business, especially management positions. In teatehat we are unable to attract and retain dedlipersonnel, our business would be adversely
affected.

Our financial results may be adversely impactedinyency fluctuations.

Our revenues are primarily in United States doliard Euros while our operating expenses are priynariCanadian dollars. An increase in the value
of the Canadian dollar in relation to the Unitedt8$ dollar and/or Euro could have the effect oféasing our loss from operations. Management is in
a position to counteract negative impacts througdiging contracts which can mitigate some of thss.lo

If our products are defective or contain errors, way become subject to product liability claims.

As a result of their complexity, our software prottlumay contain undetected errors or failures wirehintroduced or as new versions are released.
There can be no assurance that, despite testingndertake and testing and use by current and pattenistomers, errors will not be found in new
products after commencement of commercial shipmérite. occurrence of such errors could result in lfser delay in market acceptance of our
products, which could have a material adverse effaatur business, financial condition and resultsperations. Our products also may be vulnerable
to break-ins and similar disruptive problems causethternet or other users.

Such computer break-ins and other disruptions wigdgardize the security of information stored i daransmitted through the computer systems o
our customers, which may result in significant ilityoto us and deter potential customers. The salé support of our products may entail the risk o
liability claims. A product liability claim broughagainst us could have a material adverse effe@urrbusiness, financial condition and results o
operations.

Our ability to manage growth.

Should we be successful in the sales and markeffiogs of our software products, we will experiersignificant growth in operations. If this occurs,
management anticipates that additional expansidirbeirequired in order to continue our producte&epment. Any expansion of our business would
place further demands on our management, operatiaipalcity and financial resources. We anticipadt we will need to recruit qualified personnel in
all areas of its operations, including managemsales, marketing, delivery, and software develogmEnere can be no assurance that we will be
effective in attracting and retaining additionahtified personnel, expanding its operational cayasi otherwise managing growth. In addition, there
can be no assurance that our current systems,danaor controls will be adequate to support aqassion of our operations. The failure to manage
growth effectively could have a material adverdeafon our business, financial condition and rissof operations.

Risk of system failure and/or security risks.

Despite the implementation of security measuresnetwork infrastructure could be vulnerable toareseen computer problems. Although we believe
we have taken steps to mitigate much of the rigk,may in the future experience interruptions irviser as a result of the accidental or intentional
actions of Internet users, current and former eggse or others. Unknown security risks may resuliability to us and also may deter new customers
from purchasing our software and services, andviddals from utilizing it. Although we intend to etinue to implement and establish security
measures, there can be no assurance that measptemented by us will not be circumvented in theeife, which could have a material adverse effect
on our business, financial condition or resultepérations.

Lack of established market for products and seryidependence on internet and intranets as medidrasromerce and communications.

The market for our streaming media products andices is new and evolving rapidly. It depends arréased use of the Internet and intranets. If the
Internet and intranets are not adopted as mettardsoinmerce and communications, or if the adoptaie slows, the market for our products and
services may not grow, or may develop more slowantexpected.
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The electronic commerce market is relatively new amolving. Sales of our products depend in large pn the development of the Internet as a
viable commercial marketplace. There are now salkisiyy more users and much more “traffic” over théernet than ever before, use of the Internet is
growing faster than anticipated, and the technokdginfrastructure of the Internet may be unableudpport the demands placed on it by continued
growth. Delays in development or adoption of neght®logical standards and protocols, or increasegmment regulation, could also affect Internet
use. In addition, issues related to use of thareteand intranets, such as security, reliabitist, ease of use and quality of service, remaiasatved
and may affect the amount of business that is octedwver the Internet and intranets.

Product delays and errors.

We have experienced development delays and costumgeassociated with its product development. Vg Bncounter such problems in the future.
Delays and cost overruns could affect our abildyréspond to technological changes, evolving imglustandards, competitive developments or
customer requirements. Our products also may contailetected errors that could cause adverse piyblieduced market acceptance of the products,
or lawsuits by customers.

Online commerce security risks.

Online commerce and communications depend on thigyab transmit confidential information securetywer public networks. Any compromisé o
our ability to transmit confidential information@eely, and costs associated with the preventiagliorination of such problems, could have a materia
adverse effect on our business.

International operations.

We market and sell our products in the United StaBanada, Europe, Asia, South America, Africafnstralia. As such, we are subject to the normal
risks of doing business abroad. Risks include ueetqu changes in regulatory requirements, expattimport restrictions, tariffs and trade barriers,
difficulties in staffing and managing foreign opiéwas, longer payment cycles, problems in collegctactcounts receivable, potential adverse tax
consequences, exchange rate fluctuations, incre@sedof piracy, limits on the our ability to emée our intellectual property rights, discontinudy

our infrastructures, limitations on fund transfarsd other legal and political risks. Such limitagoand interruptions could have a material adverse
effect on our business. We do not currently hedgdareign currency exposures.

Dividend policy.

We do not presently intend to pay cash dividendthen foreseeable future, as any earnings are esghaotbe retained for use in developing and
expanding its business. Our ability to declare diivids will depend on results of operations, caghirements and future prospects of us and other
factors.

The global financial crisis may have impacts on business and financial condition that we curremtiyinot predict.

The continued credit crisis and related turmoittie global financial system, as well as the glas@nomic recession, may have an impact on our
business and our financial condition, and we mag fetallenges if conditions in the financial markadsnot improve. The current economic situation
could have a material adverse impact on our cusoaising them to fail to meet their obligationsis.

As shares of our common stock are classified asypstutk, investors may have difficulty selling tisbiares.

Our common stock is subject to “penny stock” rutessdefined in 1934 Securities and Exchange Act 81/81-1. The Securities and Exchange
Commission has adopted rules that regulate bro&aled practices in connection with transactionpenny stocks. Our common shares are subject to
these penny stock rules. Transaction costs assdcwith purchases and sales of penny stocks aely Itk be higher than those for other securities.
Penny stocks generally are equity securities wigtiee of less than $5.00 (other than securitigéstered on certain national securities exchanges o
guoted on the NASDAQ system, provided that curpeite and volume information with respect to trantiss in such securities is provided by the
exchange or system).
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The penny stock rules require a broker-dealery poi@ transaction in a penny stock not otherwissmgt from the rules, to deliver a standardizel ris
disclosure document that provides information alpmrtny stocks and the nature and level of riskhénpenny stock market. The broker-dealer also
must provide the customer with current bid and roffeotations for the penny stock, the compensatiothe broker-dealer and its salesperson in the
transaction, and monthly account statements shothimgnarket value of each penny stock held in tletamner’s account. The bid and offer quotations,
and the broker-dealer and salesperson compensaftwmation, must be given to the customer orallynowriting prior to effecting the transaction and
must be given to the customer in writing beforevith the customer’s confirmation.

In addition, the penny stock rules require thabiptd a transaction in a penny stock not otheneigampt from such rules, the broker-dealer must make
a special written determination that the penny lstisca suitable investment for the purchaser aweive the purchaser’'s written agreement to the
transaction. These disclosure requirements may theveffect of reducing the level of trading adiivin the secondary market for the common shares
in the United States and shareholders may fincitendifficult to sell their shares.

ITEM 2. DESCRIPTION OF PROPERTY.

Our head office is located in leased premises &é 800, 570 Granville Street, Vancouver, Britisbl@nbia, Canada V6C 3P1. Our principal business
operations are carried out from head office. Oaséel premises consist of approximately 10,100 sdfiet. We pay rent of approximately $28,000

Canadian (equal to approximately $25,600 US) partmdrhe lease expires August 30, 2010. We consideleased premises adequate for our current
business purposes.

The Company owns proprietary algorithms, sourceecagtb domain addresses, patents, trademarks la@diotellectual property.

We have one granted patent and one outstandingtpgpelication for the MPE® distribution system edwng our innovative security features. The
United States Patent & Trademark Office has gramiedfirst patent, entitled 'Digital Media Distritien Method and System' patent application
(USPTO Publication No. 20020146122, InternationdlP® 01/65796). The second patent titfdethods for Watermarking Media Dat§US
20080098022) was published in April 2008 and isdieg review by the USPTO.

We have been granted a trademark for ClipstreamthenUS, Canada, Japan, Israel and Europe in cbanegith our software products. We have
been granted trademarks for MPE® in the US, CamadaEurope. We have been granted trademarks foYMURE® in the US and Japan. We have
also been granted trademarks for Sonox Digitahjmad.

We have applied for trademark protection for MPE®China and Japan. We have applied for trademartegtion for PLAY MPE® in the Canada,
China and Europe and SONOX DIGITA¥ in the US, Canada, China, and Europe. This prateds currently pending.

We generally develop our own technologies and élyos in house and have a number of technologiaswie rely on to maintain our competitive
advantage. Additionally we have in excess of 4@steged domain names.

ITEM 3. LEGAL PROCEEDINGS.

The Company is involved in three actions with a petitor in Canada (Yangaroo Inc. “Yangaroo”, foripeviusicrypt Inc.) regarding various patent
claims as described below:

a) On March 7, 2006, the Company fiéedtatement of claim in the Federal Court of Canaghinst Yangaroo (the “Defendant”) to
assert that the Company’s technology does notnigérion the stated patent owned by the Defendantafutither declare that Defendant’s
patent is invalid. On June 7, 2006, the Compangisnsel received a statement of defense and cotaiterrom the Defendant, requesting
specified damages or audited profits from the RABE® system sourced to Canada.

b) On May 3, 2007, the Company filedi@m in Ontario Superior Court against the Deferid¥angaroo Inc.), and executives of the
Defendant, Chief Executive Officer of the Defendant Chief Financial Officer of the Defendant (eotively the “Defendants”) in the amadun
of $25,000,000 caused by the Defendants making
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statements constituting defamation and injuriolsefzood, making false or misleading statementsiigrto discredit the business, making false
or misleading representations contrary to the Cditige Act of Canada, and unlawful interferencetwtihe Company’s economic relations. On
June 7, 2007, the Defendant filed a statementfeilde and counterclaim against the Company fosdinge amount and for the same causes.

C) On May 12, 2009, the Company was served with aptaimt in the United States District Court for tBastern District of Wisconsin
by the Defendant (the “Claimant”) in the Canadidigation above, alleging that the Company infriagm its recently issued one method claim
in United States Patent No. 7,529,712. The Comjaitiglly filed a motion to dismiss the complains aot being properly pled due to a issue
regarding the method claim itself. The Court hdsdhat it would be premature to issue a dismigeaduch grounds until it had considered the
meaning of the patent claim terms. On Septembe2@89 the Company filed an Answer, which includestatement of its defenses. One
defense the Company has asserted is the patent bk limitations regarding operations on a searet because Company’s servers are
outside the United States, the Claimant's U.S.miatannot be asserted against the Company. On @cid) 2009 the U.S. District Court
issued a scheduling order that limits discoverthmmU.S. case to the Company’s defense of “extitigality” and that the Court will entertain

a motion for summary judgment by the Company dismgthe case on that basis alone, prior to furtligovery, if any. It is management’s
opinion that the Claimant was sufficiently awarelw# location of Company’s servers well prior te thate it brought suit and, given Claimant’s
duty to investigate the law regarding extrateriéity prior to bringing suit, this case is imprapés a result, the Company will be seeking
legal costs from the Claimant, if successful.

The amount of damages awarded to the Company oD#iendants/Claimant, if any, cannot be reasonalymated and no amount has been
recognized in the financial statements. Managerheli¢ves it is unlikely that the outcome of thistteawill have an adverse impact on its restlt o
operations and financial condition.

On August 12, 2009 the Company received a statewfealaim in the Supreme Court of British Columifiam a former employee for wrongful
dismissal and breach of contract. The claim wasafgroximately $180,000 CDN plus an award of stopkons and unspecified damages. The
Company believes the claim is completely withouritrend will vigorously defend its position and tegtion and filed a response on September 11
2009. The former employee’s deadline to respondutoresponse was October 2, 2009. As of NovembeP@89, the Company has not received a
response from the former employee. Managementvaslid is unlikely that the outcome of this mattéi have an adverse impact on its resuit o
operations and financial condition.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
No matters were submitted to our security holdersfeote during the fourth quarter of our fiscahyending August 31, 2009.
PART II

ITEM 5. MARKET FOR COMMON EQUITY AND RELATED STOCK HOLDER MATTERS AND SMALL BUSINESS ISSUER
PURCHASES OF EQUITY SECURITIES.

Market Information

Our shares are currently trading on the OTC Bull&oard under the stock symbol DSNY. The first daywhich the Company’s shares were traded
under the stock symbol DSNY was June 26, 2000.higie and the low trading prices for our sharesefaech quarter of the last two fiscal years were:

15



QUARTER HIGH (3$) LOW (3)
15tQuarter 2008 $0.63 $0.40
2ndQuarter 2008 $0.81 $0.45
3'dQuarter 2008 $0.70 $0.47
4t Quarter 2008 $0.62 $0.35
15'Quarter 2009 $0.43 $0.15
2" Quarter 2009 $0.39 $0.15
3" Quarter 2009 $0.30 $0.17
4" Quarter 2009 $0.35 $0.19

The trades reflect inter-dealer prices, withouditehark-up, markdown or commission and may notesent actual transactions.

Holders of Common Stock

As of November 26, 2009 we had 52,059,647 sharesiofommon stock outstanding and there were 7i8texgd shareholders of our common stock.
Dividends

We have neither declared nor paid any cash divisl@mdour capital stock and do not anticipate pagash dividends in the foreseeable future. Our
current policy is to retain any earnings in ordefihance the expansion of our operations. Our BadDirectors will determine future declarationdan
payment of dividends, if any, in light of the thearrent conditions they deem relevant and in aaurd with applicable corporate law.

Recent Sales of Unregistered Securities

During the year ended August 31, 2009, 500,00kstptions were exercised for cash proceeds of $000,133,333 previously issued common shares
were released from treasury to settle an incompletate placement between the Company and pantieéved in the August 2000 private placement.

Purchases of Equity Securities by the Issuer and Afiated Purchasers
We did not purchase any of our shares of commasksioother securities during the year ended Augis009.
ITEM 6. MANAGEMENT'S DISCUSSION AND ANALYSIS.

The following discussion of our results of operaticand financial condition should be read togethign the consolidated financial statements and
related notes that are included later in this AhRReport on Form 10-K. This discussion containsviimd-looking statements that involve risks and
uncertainties. Our actual results may differ matbrifrom those anticipated in these forward-logkstatements as a result of various factors.

RESULTS OF OPERATIONS FOR THE YEAR ENDED AUGUST 31,2009
Revenue

Revenue continued to grow during our fourth quaated was the highest in the Company’s history. foquarter revenue was 77% higher than the
same quarter in the prior year and more than 318veakhe previous quarter in fiscal 2009. Total rewefor the quarter is $872,569 (third quarter
fiscal 2009 - $665,829). Total revenue for the yweas $2,560,447 (2008 - $1,578,888), an increaspfoximately 62% over the fiscal 2008 year.
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The growth in revenue is driven by the growth i &lay MPE® system, where access fees for the lyaae grown by more than 95% over the
previous year. Play MPE® continues to see the sarbstantial revenue growth that it has seen oweptévious three years.

2009 2008 2007
Play MPE® Revenue $2,256,871 $1,154,845 $446,594
Growth over prior year 95% 1599 138%

The increases in revenue from Play MPE® have coadrsince we ceased pilot usage of the Play MPE®syat the beginning of the 2007 fiscal
year. Play MPE® is the world leader which dominaasevolving business and leads the transformatidhe way in which record labels distribute
pre-release music. The music industry has begwsé¢oPlay MPE® in some markets as the primary digion method. We have seen the transition
from traditional distribution methods to Play MPHE®gin gradually and the growth seen in 2008 hasimeed into 2009. The growth in revenue pve
the previous year has been realized across forrratsjgh existing clients, and through new clieintsiew geographic areas and includes; a 48%
increase in North American Major Record Label raxenand a 62% increase in North American independmord label revenue. The additioh o
European and Australasian based revenue addetharfincrease of $540,145 (24% of total 2009 MPE®&enue).

Over the course of fiscal 2009, we added WarneridIGsoup and Universal Music Group Internationalotor major label agreements that already
included EMI and Universal Music Group (North Anez). Also during the year, we expanded into Austnaith commercial agreements with Warner
Australia, Universal Music Group (Australia) and EKAustralia) as well as many additional indepertdelients in Australia. We have several
agreements with subsidiaries of Sony BMG and séwatditional labels operate on a pay-as-you-goshasfie began to see Play MPE® expand to
include numerous European countries. While soménaséeen seen Asia, South America and Africausgshas had little impact to revenue to date as
these revenues are typically recorded through thleean parent label which is billed for that usalje expect Play MPE® service fees to continue to
grow throughout all geographic regions in 2010.

While this market development is still at an eatgige, the value propositions of the Play MPE®esysare both compelling and numerous and we
have found we compete well against existing oriti@hl methods of dissemination as well as altévea in the market. Our product provides
significant advantages such as reducing the costdemd times, and providing feedback on usagéeaecord labels. Further, the added benéfit o
being environmentally friendly appeals to all calesed. We compete favorably against the distributibMP3'’s by the superior sound quality of files
in our system, the security, the reporting (fee@pand the network of recipients using our systBtay MPE®provides many significant advantages
over competing solutions such superior sound quaiiperior security, constructive business retetigps, more advantageous partner relationships, a
network of regular users and countless added fonetf the player software and total service afifgri

Our revenue model is based on a price per “sendQdtober 2009, we reached new milestones haviligeded more than 160,000 individual songs in
more than 150 million transactions with over 32,08@rs. We refer to a “transaction” as one songhvis made available to one recipient. For revenue
purposes, fees are based on “sends” as definedndard agreements, and could include a singlesdion or group of transactions. A “send” is a
song, bundle of songs, album, box set, or videthaaized to be sent to a particular recipient. Téeenue associated with each “send” will be on a
sliding scale depending on the size of the padictsénd (song length for example). The system gesveach label under contract to manage their own
lists of recipients and directly encode and distiéhtheir songs. This added ability provided to dients substantially eliminates the strain on own
internal resources that can be seen in competing@es and allows for high growth potential.

For customers where it is not appropriate to entera formal contract we provide access to thg RIRE® system througlvww.myplaympe.com

Real time usage statistics for Play MPE® are ablglat:http://www.plaympe.com/v4/company/plaympestats.php

The MPE® security engine also powers our onlineimst®re software suitevivw.podds.cawhich provides for the remainder of MPE® revenue.
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Approximately 11% of our revenues are derived frgates of our Clipstream® software which declinaahfrthe previous year by 5%. This reflects a
management strategy of focusing sales, marketidgsapport resources on MPE® until the new automaystem for Clipstream® is available. We

hope to increase sales of Clipstream® licensesitfirour hosted solution, and other license oppaiésn

Radio Destiny sales represent 1% of our total regen
Operating Expenses

Overview

As our technologies and products are developednaaidtained in-house, the majority of our expendituis on salaries and wages and associated
expenses; office space, supplies and benefits. Slucteiation is seen due to the fluctuation in eafpe rates during the course of the year. As our
operations are primarily conducted in Canada, tagnity of our costs are incurred in Canadian dsllahile the majority of our revenue is in Euros
and US dollars. Thus, the results of operationsimpacted to the extent they are not hedged byisigeand fall of the relative values of Canadian
dollar to these currencies. During the year, then@any was able to expand into Europe and Austratid,increase revenue in the US, within current

spending levels.

For the year of 2009, our total operating experseg decreased by 37% to $2,515,666 from $3,98%881have remained steady throughout the

year.

Rent expense of $278,316 is offset by our sub-leasl income of $95,788 which is included in “@tlincome” in the Statement of Operations.

General and administrative

Wages and benefits
Rent
Telecommunications
Bad debt

Office and miscellaneous
Professional fees

31-A 31-Aug $ %
2009 2008 Chage Chamge

366,92( 408,90: (41,98) -10.3%
71,139 59,893 11,246 18.8%
23,46¢ 19,67« 3,794 19.3%
16,474 54,094 (37,620) -69.5%
77,02( 193,66: (116,647) -60.2%

205,024 312,468 (107,444) -34.4%

760,04! 1,048,69 (288,649) -27.5%

Our general and administrative expenses consistapily of salaries and related personnel costsutio overhead, professional fees, and other

general office expenditures.

The decrease in professional fees is due to a tieduaf volume of legal work associated with litign, and patents and trademark applications. ©ffic
and miscellaneous costs have decreased due tedbetion in fees associated with corporate awaseaed communications.

Sales and marketimg

Wages and benefits

Rent
Telecommunications
Meals and entertainment
Travel

Advertising and marketing

31-Aug 31-Aug $ %
2009 2008 Chage Chamge
379,52 639,40t (259,879 -40.6%
71,139 89,575 (18,436) -20.6%
23,46¢ 29,42« (5,956 -20.2%
828 19,590 (18,762) -95.8%
49,45 84,80: (35,359 -41.7%
297,510 635,220 (337,710 -53.2%
821,92! 1,498,02: (676,039 -45.1%
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Sales and marketing expenses consist primarilyatdries and related personnel costs including @aath sales commissions, advertising and
promotional fees, and travel costs. During the pyiear ended August 31, 2008, we had significantlyaeded our marketing and advertising efforts
for Play MPE® in its initial commercial push in thinited States and the reduction seen in fiscab2@flected the reduced requirements for market
awareness. During the year ended August 31, 2089, MPE® has received significant support from terld’s largest record labels and achieved
symbiotic relationships with partners within the siuindustry resulting in cost effective and orgamarketing efforts and the need for higher cost
marketing efforts has decreased. We expect thabubmess relationships we have developed will ideeatalysts to global expansion and barriers to
entry with potential competitors should they arise.

Research and develpment 31-Aug 31-Aug $ %
2009 2008 Chage Chage
Wages and benefits 701,65! 1,165,46: (463,809) -39.8%
Rent 136,038 170,708 (34,670) -20.3%
Telecommunications 44,87¢ 56,07« (112,19¢) -20.0%
Repairs and maintenance 11,144 - 11,144 -
893,71! 1,392,24! (498,53() -35.8%

Research and development costs consist primaribalafries and related personnel costs includingheae and consulting fees with respect to product
development and deployment. The decrease is mdudyto decreased staffing and consulting requirésnéme to the technical maturity of the Play
MPE® product.

Amortization

Amortization expense arose from fixed assets ahdroassets. Amortization decreased to $39,981hfffiscal year ended August 31, 2009 from
$44,861 for the fiscal year ended August 31, 2@08crease of $4,880 or 10.88% .

Other earnings and expenses
Other income decreased to $102,351 for the yeardeAdgust 31, 2009 from $111,741 for the year enflegust 31, 2008, a decrease of $9,390.

Interest income decreased to $3,107 for the yedederugust 31, 2009 from $24,959 for the year enledust 31, 2008, a decrease of $21,852.
Interest expense decreased to $4,692 for the yemdeAugust 31, 2009 from $24,945 for the year dnilagust 31, 2008, a decrease of $20,253.
Additionally we realized a gain on settlement obdef $15,008 for the year ended August 31, 2009(August 31, 2008).

Income

We have realized a net income of $610,831 for tra y2008 — loss of $2,293,178). Included in nebime for the year is a future income tax recovery
amount of $450,000 representing tax deductions asdperating losses that are available to oftgaté taxable income. The amount recognized is the
tax effected amount (the gross deductions for takiplied by the relevant tax rate) expected tadmdized during fiscal 2010.

Income before provision for income taxes is $160,88 year. The profit realized during the yeaths result steady improvements of the Company’s
income and earnings before interest taxes depi@ciahd amortization (EBITDA).

LIQUIDITY AND FINANCIAL CONDITION

We had cash of $253,100 as at August 31, 2009 cadpa cash of $91,369 as at August 31, 2008. Veahaorking capital surplus of $658,673 as at
August 31, 2009 compared to a working capital deficy of $192,772 as at August 31, 2008.
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Cash Flows

Net cash generated in operating activities was $74f@r the year ended August 31, 2009, comparél {607,169 used for the year ended August 31,
2008. The increase is mainly due to an increasetal revenue of approximately $1,000,000 and aicgdn of costs associated with our initial
marketing push and associated support for the RRE® service.

The cash used in investing activities was $39,897He year ended August 31, 2009, compared tb$6Fpor the year ended August 31, 2008.
Net cash provided by financing activities was $19%,8r the year ended August 31, 2009 compare&&8$48 for the year ended August 31, 2008.

Our cash from operation was able to provide sufitfunds during the fiscal year end of August&109. We are encouraged by our revenue growth
in fiscal 2009 as our record label clients incogterPlay MPE® into their work flow.

MATERIAL OFF-BALANCE SHEET ARRANGEMENTS
None.
CRITICAL ACCOUNTING POLICIES

We prepare our consolidated financial statemengaordance with accounting principles generalyepted in the United States, and make estimates
and assumptions that affect our reported amountsséts, liabilities, revenue and expenses, andethged disclosures of contingent liabilities. We
base our estimates on historical experience and aggimptions that we believe are reasonable iitbemstances. Actual results may differ from
these estimates.

The following critical accounting policies affeatromore significant estimates and assumptions imspreparing our consolidated financial statements.

1 The consolidated financial statements have beguaped on the going concern basis, which assumegdtieation of assets and liquidatioh o
liabilities in the normal course of operationswi were not to continue as a going concern, we aviikigly not be able to realize on our assets
at values comparable to the carrying value or #ievalue estimates reflected in the balances sefrothe preparation of the consolidated
financial statements. There can be no assuranaesvehwill be successful in generating additioreditfrom equity or other sources to be used
for operations. The consolidated financial stateisielo not include any adjustments relating to #eoverability of assets and classificatidn o
assets and liabilities that might be necessarylditbe Company be unable to continue as a goingeron

1 We recognize revenue when there is persuasive rsédef an arrangement, delivery has occurred,afasf fixed or determinable, collection is
reasonably assured, and there are no substantif@rpance obligations remaining. Our revenue reéagn policies are in conformity with
AICPA’s Statement of Position No. 97-2, “Softwarev@nue Recognition”, as amended (“SOP 97-2). Wergés revenue from software
arrangements involving multiple element sales ayeaments. Revenue is allocated to each elemenedrtiangement based on the relative fair
value of the elements and is recognized as eadleeleis delivered and we have no significant remgiperformance obligations. If evidence
of fair value for each element does not existyalenue from the arrangement is recognized ovetettme of the arrangement. Changes in our
business priorities or model in the future could enally impact our reported revenue and cash flalthough such changes are not currently
contemplated, they could be required in respongediastry or customer developments.

RECENT ACCOUNTING PRONOUNCEMENTS

In October 2009, the Financial Accounting Standaédard (“FASB”) issued “Software (Topic 985): CentédRevenue Arrangements That Include
Software Elements—a consensus of the FASB Emerigsiges Task Force” and “Revenue Recognition (T6p): Multiple-Deliverable Revenue
Arrangements—a consensus of the FASB Emerging $sEask
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Force” providing guidance on accounting for mubtialeliverable arrangements to enable vendors twuatdor products and services separately rather
than as a combined unit. The guidance addressesdeeparate deliverables and how to measure dochtd arrangement consideration to one or
more units of accounting. The new guidance is &ffedor revenue arrangements entered into or r@itemodified in annual periods beginning on or
after June 15, 2010. Early adoption is permittdse CTompany is evaluating the potential impactny,aof the adoption of the new guidance on its
consolidated financial statements.

In June 2009, FASB issued SFAS No. 168, “The FAS&dkinting Standards Codification and the HierarohyGenerally Accepted Accounting
Principles — a replacement of FASB Statement N@".16he FASB Accounting Standards Codification (tfeccation”) will become the sourcefo
authoritative U.S. generally accepted accountingcples (“GAAP”) recognized by FASB to be applibg nongovernmental entities. Rules and
interpretive releases of the Securities and Excha@gmmission “SEC” under authority of federal séms laws are also sources of authoritative
GAAP for SEC registrants. On the effective datehig statement, the Codification will supersedetiadin-existing non-SEC accounting and reporting
standards. All other non-grandfathered non-SEC @ty literature not included in the Codificatiauill become non-authoritative. This statement is
effective for financial statements issued for imeand annual periods ending after September 309.2ZDhe adoption of this statement is not expected
to have a material effect on the Company’s findrstatements.

In May 2009, FASB issued SFAS No. 165, “Subsequergnts”. SFAS 165 establishes general standardsrathe evaluation, recognition and
disclosure of events and transactions that ocder #fie balance sheet date. Although there is meminology, the standard is based on the same
principles as those that currently exist in the @indistandards. The standard, which includes a meewired disclosure of the date through which an
entity has evaluated subsequent events, is efeefdivinterim or annual periods ending after JuBe2D09. The adoption of SFAS 165 did not have a
material effect on the Company’s consolidated foialnstatements.

In May 2008, the FASB issued SFAS No. 162, “Theratiehy of Generally Accepted Accounting PrincipleSFAS 162 identifies the sourcek o
accounting principles and the framework for setegtihe principles to be used in the preparatiofinaincial statements of nongovernmental entities
that are presented in conformity with generallyegated accounting principles in the United States éffective 60 days following the SEC’s approval
of the Public Company Accounting Oversight Boardeadments to AU Section 411, “The Meaning of Preseitly in Conformity With Generally
Accepted Accounting Principles”. The adoption ofthtatement is not expected to have a materiakefin the Company’s consolidated financial
statements.

In March 2008, the Financial Accounting Standardeu (“FASB”) issued SFAS No. 161, “Disclosures atbDerivative Instruments and Hedging
Activities — an amendment to FASB Statement No.”1$¥AS No. 161 is intended to improve financiarstards for derivative instruments and
hedging activities by requiring enhanced disclosure enable investors to better understand thécksf on an entity's financial position, financial
performance, and cash flows. Entities are requicedrbvide enhanced disclosures about: (a) how amdam entity uses derivative instruments; (b)
how derivative instruments and related hedged itamsaccounted for under Statement 133 and itsecklaterpretations; and (c) how derivative
instruments and related hedged items affect aty&nfinancial position, financial performance, acash flows. It is effective for financial staterten
issued for fiscal years beginning after November2®8, with early adoption encouraged. Our compaayld adopt it at the fiscal year beginning
September, 1 2009. The adoption of this statensembt expected to have a material effect on theg2myis consolidated financial statements.

In April 2008, the FASB issued FSP FAS 142-3, Dmiaation of the Useful Life of Intangible Asset$8P FAS 142-3"). FSP FAS 142-3 amends the
factors that should be considered in developingweth or extension assumptions used to determinagétil life of a recognized intangible asset under
SFAS No. 142, Goodwill and Other Intangible AsgE8~AS 142”). The intent of FSP FAS 142-3 is to noye the consistency between the useful life
of a recognized intangible asset under SFAS 142mgeriod of expected cash flows used to medberéair value of the asset under SFAS 141(R)
and other applicable accounting literature. FSP BA3-3 is effective for financial statements isstiedfiscal years beginning after December 15,
2008, which for our company, would be the fiscaryeeginning September 1, 2009. Our company iatlyr assessing the impact of FSP FAS 142-3
on its financial position and results of operations

In December 2007, the FASB issued SFAS No. 141Risifiless Combinations”. This statement replaces SEAISand defines the acquirer in a
business combination as the entity that obtainsrobof one or more businesses in a business coridmand establishes the acquisition date as the
date that the acquirer achieves control. SFAS I4bRires an
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acquirer to recognize the assets acquired, thiities assumed, and any noncontrolling intereghimacquiree at the acquisition date, measurtteat

fair values as of that date. SFAS 141R also reguhre acquirer to recognize contingent considaraiiathe acquisition date, measured at its fameval
at that date. This statement is effective for figears, and interim periods within those fiscahnge beginning on or after December 15, 2008, and
earlier adoption is prohibited. Our company wouttbpt it at the fiscal year beginning September Q2 The adoption of this statement is not
expected to have a material effect on the Compawoylisolidated financial statements.

In December 2007, the FASB issued SFAS No. 160,nt¢atrolling Interests in Consolidated Financigt8ments Liabilities —an Amendmertt o
ARB No. 51”. This statement amends ARB 51 to esthldccounting and reporting standards for the Notrolling interest in a subsidiary and for the
deconsolidation of a subsidiary. This statemesffisctive for fiscal years, and interim periodshaitthose fiscal years, beginning on or after Ddwem
15, 2008, and earlier adoption is prohibited. Tepsion of this statement does not have a matefiiatt on our consolidated financial statements.

During the first quarter of 2009, the Company addpbtatement of Financial Accounting Standard NG, Fair Value Measurements ("SFAS 157").
SFAS 157 defines fair value, establishes a framkvimr measuring fair value and expands disclosatesut fair value measurements. SFAS 157
applies under other accounting pronouncementsrétatire or permit fair value measurements, the e Accounting Standards Board having
previously concluded in those accounting pronouncemihat fair value is the relevant measuremenbate. Accordingly, SFAS 157 does not require
any new fair value measurements. The adoptionisfsftandard did not have a material impact on thm@ny’s consolidated results of operations,
cash flows or financial position.

During the first quarter of 2009, the Company addfbtatement of Financial Accounting Standard M. The Fair Value Option for Financial Assets
and Financial Liabilities — including an amendmehtFASB Statement No. 115 (“SFAS 159”) which pesméntities to choose to measure many
financial instruments and certain other items atvfalue. The adoption of this standard did notehavmaterial impact on the Company’s consolidated
results of operations, cash flows or financial posi

ITEM 7. FINANCIAL STATEMENTS.
Index to Audited Consolidated Financial Statemémtshe Year Ended August 31, 2009:

1. Report of Independent Registered Public Accounfimm;

[

Consolidated Balance Sheets as at August 31, 20D2@08;

Consolidated Statement of Operations for the YEaded August 31, 2009 and 2008;

4. Consolidated Statement of Changes in Stockhol&epsty (Deficiency) for the Years Ended August 3009 and 2008;
5). Consolidated Statement of Cash Flows for the YEaded August 31, 2009 and 2008;
6. Notes to Consolidated Financial Statements.
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Report of Independent Registered Public Accountindrirm

To the Board of Directors and Stockholders of
Destiny Media Technologies Inc.

We have audited the accompanying consolidated belaheet of Destiny Media Technologies Inc. as wjust 31, 2009 and the related consolidated
statement of operations, cash flows and stockheldsguity for the year ended August 31, 2009. Thesesolidated financial statements are the
responsibility of the Company’s management. Oupaasibility is to express an opinion on these cdated financial statements based on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversight@d&@nited States). Those standards require
that we plan and perform the audits to obtain neaste assurance about whether the financial statisnaee free of material misstatement. An audit
includes examining, on a test basis, evidence stipgache amounts and disclosures in the finarstiaements. The Company is not required to have,
nor were we engaged to perform, an audit of itermdl control over financial reporting. An auditlindes consideration of internal control over
financial reporting as a basis for designing apditcedures that are appropriate in the circumstrimé not for the purpose of expressing an opinion
on the effectiveness of internal control over ficiah reporting. Accordingly, we express no suchngpi. An audit also includes assessing the
accounting principles used and significant estisiatade by management, as well as evaluating thralbfirancial statement presentation.

In our opinion, the consolidated financial stateteeneferred to above, present fairly, in all materespects, the consolidated financial positibn o
Destiny Media Technologies Inc., as of August 3102 and the results of its operations and its ¢lsts for the year ended August 31, 2009 in
conformity with accounting principles generally apted in the United States.

CHARTERED ACCOUNTANTS
Vancouver, Canada
November 27, 2009
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Destiny Media Technologies Inc.

CONSOLIDATED BALANCE SHEETS

As at August 31

(Expressed in United States dollars)

2009 2008
$ $

ASSETS
Current
Cash 253,10( 91,36¢
Accounts receivable, net of allowance for

doubtful accounts of $2,289 [200856,365] 502,27! 323,94(
Other receivables 15,120 12,794
Prepaid expenses 59,20: 73,17
Deferred tax assets 450,000 —
Total current assets 1,279,69! 501,27:
Deposits 9,158 48,863
Property and equipment, rjebte 3] 123,77( 111,30(
Deferred commission costs 13,320 —
Total assets 1,425,94. 661,43
LIABILITIES AD STOCKHOLDERS'’ EQUITY
Current
Accounts payable 349,16 382,60¢
Accrued liabilities 176,624 245,977
Shareholder loan payaHleote 4] 68,68: 44,15:
Deferred revenue 17,198 21,311
Obligation under gaital leases- currentportion [note 8] 9,35¢ =
Total current liabilities 621,023 694,046
Obligation for share settlemejmiote 5] — 100,00(
Obligation under capital leasesong term portiorjnote 8] 13,987 —
Total liabilities 635,01( 794,04¢
Commitments and contingencigmtes 8 and 10]
Stockholders’ equity
Common shares, par value $0.001

Authorized: 100,000,000 shares

Issued and outstanding: 51,723,647 shares

[August 31, 2008 - 51,090,314 shares] 51,72¢ 51,09
Issued and held for settlement: Nil shares
[August 31, 2008 - 133,333 shares]
Additional paid-in capital 9,492,168 9,208,131
Deficit (8,900,61) (9,511,44)
Accumulated other comprehensive income 147,655 119,613
Total stockholders’ equity (deficiency) 790,93 (132,609
Total liabilities and stockholders’ equity 1,425,944 661,437
Approved on behalf of the Board:
/s/ Steven Vestergaard Director /sl Wayne Koshman Director

Steven Vestergaard

See accompanying notes

Wayne Koshman
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Destiny Media Technologies Inc.

CONSOLIDATED STATEMENTS OF OPERATIONS

Years ended August 31 (Expressed in United States dollars)

2009 2008

$ $
Revenue[note 11] 2,560,44 1,578,88!
Operating expenses
General and administrative 760,045 1,048,693
Sales and marketing 821,92! 1,498,02:
Research and development 893,715 1,392,245
Amortization 39,98! 44.86!

2,515,666 3,983,821
Income (loss) from operations 44,78 (2,404,93)
Other income (expense$
Other income 102,35: 111,74:
Gain on settlement of debt 15,284 —
Interest income 3,107 24,95¢
Interest and other expense (4,692 (24,945)
Income (losg before provision for income taxes 160,83: (2,293,17)
Recovery (provision) for income taxes 450,000 —
Net income(losg 610,831 (2,293,173
Net income(losg per common share, basic and diluted 0.01 (0.05)

Weighted average common shares outstandig
Basic 51,515,42 50,136,87.
Diluted 51,585,134 50,136,873

See accompanying notes



Destiny Media Technologies Inc.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

Years ended August 31

(Expressed in United States dollars)

Accumulated Total
Additional other shareholders’
Common shares paid-in comprehensive equity
Shares Amount capital Deficit income
# $ $ $ $

Balance, Awust 31, 2007 49,936,00 49,93¢ 8,484,23 (7,218,26) 35,721 1,351,62!
Net income(loss for theyear (2,293,178 (2,293,178
Foreign currency translation gain 83,88¢ 83,88¢
Comprehensive gain (loss) (2,209,292
Common shares issued on options exercised 672,04 672 259,74( 260,41.
Common shares issued for share settlement 482,272 482 263,002 263,484
Stock based compensation 201,15¢ 201,15¢
Balance, Awust 31, 2008 51,090,314 51,092 9,208,131 (9,513,445 119,613 (132,600
Net income for the year 610,83: 610,83:
Foreign currency translation gain 22,0 28,042

Comprehensive gain 638,87(
Common shares issued options exercised 500,000 500 99,500 100,000
Common shares issued for share settlement 133,33 132 99,867 100,00(
Stock based copensation 84,670 84,670
Balance, Auwust 31, 2009 51,723,64 51,72¢ 9,492,16! (8,900,61) 147,65! 790,93«

See accompanying notes
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Destiny Media Technologies Inc.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended August 31 (Expressed in United States dollars)
2009 2008
$ $
OPERATING ACTIVITIES
Net income (loss) 610,831 (2,293,178)
Items not involving cash:
Amortization 39,981 44,861
Gain on settlement of debt (15,289 —
Stok-based compensation 84,670 201,158
Loss on digosal of caital assets 2,22¢ —
Deferred income taxes (450,000 —
Changes in non-cash working capital:
Accounts receivable (172,819 (97,306)
Other receivables (2,529 27,62!
Prepaid expenses 46,910 75,520
Accounts payable (4,79%) 279,09¢
Accrued liabilities (61,626 43,048
Deferred revenue (3,315 12,012
Net cashprovided (used in operating activities 74,257 (1,707,169)
INVESTING ACTIVITIES
Deferred commission costs (12,34%) —
Proceeds on disposal of capital assets — 1,053
Purchase of equipment (27,649 (44,619
Net cash used in investig activities (39,997 (43,566)
FINANCING ACTIVITIES
Repayments on capital lease obligations (5,877) —
Proceeds of shareholder loans 201,456 —
Repayments of shareholder loans (177,68 (44,157
Proceeds from exercise of stock options 100,000 260,412
Proceeds from issuance of common stock — 263,48:¢
Net cashprovided by financing activities 117,894 568,048
Effect of foreign excharge rate charges on cash 9,577 58,873
Net increase(decreasg in cash during the year 161,731 (1,123,814)
Cash, beginning of year 91,36¢ 1,215,18:
Cash, end ofyear 253,100 91,369

Supplementary disclosure
Interest paid 4,69z 8,711
Income taxegpaid — —
Non-cash investimg activity
Property and equipment acquired under capital lease 27,517 —

See accompanying notes
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
1. ORGANIZATION

Destiny Media Technologies Inc. (the “Company”) viasorporated in August 1998 under the laws of $tete of Colorado. The Company develops
technologies that allow for the distribution oviee internet of digital media files in either a stréng or digital download format. The technologes
proprietary. The Company operates out of Vancou®€r,Canada and serves customers predominantlielbaathe United States and Canada.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The following is a summary of the significant acoting policies used in the preparation of thesesobdated financial statements:
Basis of presentation and fiscal year

These consolidated financial statements and relatéels are presented in accordance with accouptimgiples generally accepted in the United
States, and are expressed in US dollars. The Coyispfiscal year-end is August 31.

Principles of consolidation

The accompanying consolidated financial statementkide the accounts of the Company, and its whollyned subsidiaries, Destiny Software
Productions Inc. and MPE Distribution Inc. All iteompany balances and transactions have beemaliedi on consolidation.

Use of estimates

The preparation of financial statements in accardawith United States generally accepted accounpimgciples requires management to make
estimates and assumptions that affect the repartezlints of assets and liabilities at the datedefiihancial statements and the reported amounts o
net revenue and expenses in the reporting pefiwéstegularly evaluate estimates and assumptioateckto revenue recognition, rebates, allowances
for doubtful accounts, sales returns and allowanseskbased compensation expense, deferred income takwadsation allowances, uncertain tax
positions, litigation and other loss contingenci€sese estimates and assumptions are based ontciatts) historical experience and various other
factors that we believe to be reasonable undecitobemstances, the results of which form the bfsisnaking judgments about the carrying valués o
assets and liabilities and the recording of revenasts and expenses that are not readily appfosntother sources. The actual results we expegienc
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont 'd.)

may differ materially and adversely from our origliestimates. To the extent there are materiaddiffces between the estimates and actual resuits, o
future results of operations will be affected.

Cash and cash equivalents

We consider all highly liquid investments that aeedily convertible into cash and have an origmalurity of three months or less at the tinfe o
purchase to be cash equivalents.

Revenue recognition

The Company recognizes revenue when there is pvsuavidence of an arrangement, delivery has oeduithe fee is fixed or determinable,
collectability is reasonably assured, and therenarsignificant remaining performance obligatiohse Company’s revenue recognition policies are in
conformity with the AICPA’s Statement of PositiomNd7-2, ‘Software Revenue Recognifipas amended (“SOP 97-2").

SOP 97-2 generally requires revenue from softwer@ngements involving multiple elements to be ated to each element of the arrangement based
on the relative fair values of the elements, suchadtware products, post-contract customer supjmstallation or training, and to be recognizedtees
element is delivered and the Company has no sigmifiremaining performance obligations. The deteation of fair value is based on objective
evidence that is specific to the vendor. If eviden€fair value for each element of the arrangendees not exist, and the only outstanding delierab

is post-customer support, all revenue from ther@eaent is recognized ratably over the term obtin@ngement.

The majority of the Company’s revenue is generateah digital media distribution service. Revenugdsognized when there is persuasive evidence
of an arrangement and delivery to the customembasrred, and provided the arrangement does natreegignificant customization of the software,
the fee is fixed and determinable, and collectbhbidi considered probable.

Service revenue from maintenance contracts is rezed ratably over the term of the maintenancereshton a straight-line basis. Other service
revenue is recognized at the time the serviceriopeed.

The Company recognizes product revenue upon tran$fétle as all other revenue recognition cri¢gedre satisfied. When significant post-delivery
obligations exist, revenue is deferred until sublgations are fulfilled. Cash received in advapnteneeting the revenue recognition criteria
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont 'd.)

is recorded as deferred revenue. Royalty revenom fthird party sales is recognized when there isyssive evidence that the arrangement is
complete, and only when all deliverables have lpsformed.

Long-lived assets

We account for long-lived assets, including otherchased intangible assets, in accordance with SNAS144,Accounting for the Impairmentr o
Disposal of Long-Lived Assets; SFAS 144, which requires impairment losses todgerded on long-lived assets used in operatidmenvindicators

of impairment, such as reductions in demand orifsigmt economic slowdowns in the semiconductomustdy, are present. Reviews are performed to
determine whether the carrying value of an assethpmired, based on comparisons to undiscounteéotag future cash flows. If this comparison
indicates that there is impairment, the impairesetigss written down to fair value, which is typigatalculated using: (i) quoted market prices or (i
discounted expected future cash flows utilizingstaolunt rate consistent with the guidance provitkeBASB Concepts Statement No.Jsing Cash
Flow Information and Present Value in Accounting Bl@@mentsimpairment is based on the excess of the carrgmgunt over the fair valuef o
those assets.

Litigation and settlement costs

We are involved in disputes, litigation and othegdl actions. In accordance with SFAS No. 5, Actiogrfor Contingencies, or SFAS 5, we record a
charge equal to at least the minimum estimatedlityafor a loss contingency when both of the fallimg conditions are met: (i) information available
prior to issuance of the financial statements in@isahat it is probable that an asset had beeniietpar a liability had been incurred at the ddtéhe
financial statements and (ii) the range of losslwaneasonably estimated.

Allowance for doubtful accounts

The Company establishes an allowance for doubtiabants through review of open accounts, and héstbcollection and allowance amounts. The
allowance for doubtful accounts is intended to pedrade accounts receivable to the amount thabnedly approximates their fair value due to their
short-term nature. The Company’s exposure to cmshkt has increased as a result of global markatlitons and increased revenue. The anmhoun
ultimately realized from trade accounts receivabkgy differ from the amount estimated in the comiikd financial statements based on collection
experience.
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont 'd.)
Research and development costs

Research costs are expensed as incurred. Softwdreekated development costs incurred are chamedense until the technological feasibilify o
the product has been established. After technabdieasibility is established and until the prodistavailable for general release, software
development, product enhancements and acquisitists @re capitalized and amortized on a produgirbgitict basis over the estimated economic life
of the product, not to exceed three years. Thavso& development costs that are capitalized aresaed for impairment on a periodic basis. The
Company has not capitalized any product developrests during the year.

Property and equipment

Property and equipment are stated at cost. Amdidizas taken over the estimated useful lives & #ssets and is calculated using the declining
balance method at the following annual rates, conuing upon utilization of the assets:

Furniture and fixtures 20%

Computer hardware 30%

Computer software 100%

Leasehold improvements Straight-line over lease term

Translation of foreign currencies

The Company’s functional currency is the U.S. dolianancial statements of foreign operations fbiol the functional currency is the local currency
are translated into U.S. dollars with assets aadilities translated at the rate of exchange ieaft the balance sheet date and revenue andsexpen
items translated at the average rates for the gheldarealized gains and losses resulting from ridwestation of the consolidated financial statemengs
deferred and accumulated in a separate componahizoéholders’ equity (deficiency) as a foreigrrency translation gain(loss) in accumulated other
comprehensive income.

Transactions denominated in foreign currenciestraneslated at the exchange rate in effect on thesaction date. We recorded losses on foreign
currency translation of $14,929 for the year enfladust 31, 2009 compared to gains of $3,159 forydax ended August 31, 2008. Foreign currency
gains and losses are included as a component efgjeand administrative expenses in the consolidstEements of operations.
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont 'd.)

The Company operates internationally, which givise to the risk that cash flows may be adverselgaicted by exchange rate fluctuations. The
Company has not entered into contracts for foreighange hedges.

Advertising
Advertising costs are expensed as incurred antbtb$118,147 and $365,384 during the years endeah#81, 2009 and 2008, respectively.

Income taxes

The Company follows the liability method of accangtfor income taxes. Under this method, the defiiax assets and liabilities are determined
based on the difference between the financial reppend tax bases of assets and liabilities usitgtantively enacted tax rates that will be in &ffe
for the year in which the differences are expetteteverse. Beginning on September 1, 2007, thepaomalso adopted the provisions of Financial
Accounting Standards Board Interpretation No. 48;counting for Uncertainty in Income Taxes recoguizn an enterprise’s financial statements in
accordance with Financial Accounting Standards 8&tatement 109, “Accounting for Income Taxes”(“F#8"). FIN 48 prescribes a recognition
threshold and measurement process for financitdratent recognition and measurement of a tax positiken or expected to be taken in a tax return.
FIN 48 also provides guidance on derecognitionssifecation, interest and penalties, accountingnberim periods, disclosure and transition. The
Company and its subsidiaries are subject to Udrd income tax, Canadian income tax, as wekhesme tax of multiple state and local jurisdictions
Based on the Company’s evaluation, the Companycbasluded that there are no significant uncertain gositions requiring recognition in the
Company’s financial statements. The Company’s etaln was performed for the tax years ended AugistL999 through August 31, 2009, the tax
years which remain subject to examination by mgarjurisdictions. The Company may from time todifne assessed interest or penalties by major
tax jurisdictions, although any such assessmestorigally have been minimal and immaterial to @empany’s financial results. In the event the
Company has received an assessment for interetrgehalties, it has been classified in the fim@ngtatements as selling, general and adminiseati
expense.
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont 'd.)
Capital stock or equivalent issued for consideratio other than cash

Capital stock or equivalent issued for consideratither than cash is recorded at an estimate ofaiheralue of the stock or equivalent issued o
issuable or at an estimate of the fair value ofgitbeds or services received, whichever is moreilgeadcertainable.

Stock based compensation

The Company accounts for stobised compensation arrangements in accordance waten®nt of Financial Accounting Standards No. B23(
“Share-Based Payments” (“FAS 123(R)"). Under thie ¥alue recognition provisions of FAS 123(R), s#tdmased compensation cost is estimated at the
grant date based on the fair value of the awarge@®d to vest and recognized as expense ratablytloe requisite service period of the award. The
Company has used the Black-Scholes option pricimglehto estimate fair value of its stoblsed awards which requires various judgmental
assumptions including estimating stock price vbtatand expected life. The Company’s computatiérexpected volatility is based on a combination
of historical and markdtased implied volatility. In addition, the Companynsiders many factors when estimating expected ififduding types b
awards and historical experience. If any of theiaggions used in the Black-Scholes valuation matiehge significantly, stockased compensation
expense may differ materially in the future fromatthecorded in the current period.

Loss per share

Net income (loss) per share (basic) is calculatedibigling net income (loss) by the weighted averagmber of common shares outstanding during
the period. Net income (loss) per share (dilutedjalculated by dividing net income for the periydthe weighted average number of common shares
outstanding during the period, plus the dilutivéeef of outstanding common share equivalents. Tiéshod requires that the dilutive effedt o
outstanding options and warrants issued be catmlilasing the treasury stock method. Under thedrgagock method, all common share equivalents
have been exercised at the beginning of the pdnodt the time of issuance, if later), and tha finds obtained thereby were used to purchase
common shares of the Company at the average tradicg of common shares during the period, but drdjlutive.
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont 'd.)

Year Ended
August 31, August 31,
2009 2008
$ $

Net income (loss) 610,83: (2,293,17)
Weighted average common shares outstanding 51,515,428 50,136,873
Effect of dilutive securities warrants 69,70¢ =
Diluted weighted average

common shares outstanding 51,585,13 50,136,87.
Earnings per share:

Basic 0.01 (0.05)

Dilutive 0.01 (0.09

Potentially dilutive securities of 3,939,000 an€i(&,136 shares arising from stock options and sharehase warrants, respectively, were not included
as their effect would be anti-dilutive for the yearded August 31, 2009 (2008 — 4,339,000 and 7,862hares arising from stock options and share
purchase warrants, respectively).

Comprehensive income

Comprehensive income includes all changes in eagxtept those resulting from investments by owrerd distributions to owners. Accumulated
other comprehensive income consists only of accatedl|foreign currency translation adjustments loyears presented.

Recent accounting pronouncements

In October 2009, the Financial Accounting Standd@dsard (“FASB”) issued “Software (Topic 985): CentdRevenue Arrangements That Include
Software Elements—a consensus of the FASB Emergisiges Task Force” and “Revenue Recognition (T6pig): Multiple-Deliverable Revenue
Arrangements—a consensus of the FASB Emerging $s$ask Force” providing guidance on accountingrfaidtiple-deliverable arrangements to
enable vendors to account for products and sergieparately rather than as a combined unit. Thgagee addresses how to separate deliverables and
how to measure and allocate arrangement consideradione or more units of accounting. The new g is effective for revenue arrangements
entered into or
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont 'd.)

materially modified in annual periods beginningarafter June 15, 2010. Early adoption is permitidgte Company is evaluating the potential impact,
if any, of the adoption of the new guidance orcaasolidated financial statements.

In June 2009, FASB issued SFAS No. 168, “The FASRoAnting Standards Codification and the HierarohyGenerally Accepted Accounting
Principles — a replacement of FASB Statement N@".18he FASB Accounting Standards Codification (tifeccation”) will become the sourcefo
authoritative U.S. generally accepted accountirigciples (“GAAP”) recognized by FASB to be applieg nongovernmental entities. Rules and
interpretive releases of the Securities and Exchadgmmission “SEC” under authority of federal séms laws are also sources of authoritative
GAAP for SEC registrants. On the effective datehig statement, the Codification will supersedetfadin-existing non-SEC accounting and reporting
standards. All other non-grandfathered non-SEC @ttty literature not included in the Codificatiauill become non-authoritative. This statement is
effective for financial statements issued for imeand annual periods ending after September 309.2Z0he adoption of this statement is not expected
to have a material effect on the Company’s findrat@ements.

In May 2009, FASB issued SFAS No. 165, “Subsequergnts”. SFAS 165 establishes general standarderathe evaluation, recognition and
disclosure of events and transactions that ocder #tie balance sheet date. Although there is memibology, the standard is based on the same
principles as those that currently exist in the indistandards. The standard, which includes a mewired disclosure of the date through which an
entity has evaluated subsequent events, is efeefdivinterim or annual periods ending after JuBe2D09. The adoption of SFAS 165 did not have a
material effect on the Company’s consolidated foianstatements.

In May 2008, FASB issued SFAS No. 162, “The Hiehgrof Generally Accepted Accounting Principles”. A8~ 162 identifies the sourced o
accounting principles and the framework for seferthe principles to be used in the preparatiofin@icial statements of nongovernmental entities
that are presented in conformity with generallyegted accounting principles in the United Stateis éffective 60 days following the SEC’s approval
of the Public Company Accounting Oversight Boardeadments to AU Section 411, “The Meaning of Pregetly in Conformity With Generally
Accepted Accounting Principles”. The adoption afthtatement is not expected to have a materiacefin the Company’s consolidated financial
statements.

In March 2008, FASB issued SFAS No. 161, “Disclesuabout Derivative Instruments and Hedging Adésit- an amendment to FASB Statetnen
No. 133”. SFAS No. 161 is intended to improve finahstandards for derivative instruments and heglgictivities by requiring enhanced disclosures
to enable investors to better understand theiceffen an entity's financial
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont 'd.)

position, financial performance, and cash flows.ittg# are required to provide enhanced disclosabesit: (a) how and why an entity uses derivative
instruments; (b) how derivative instruments andteel hedged items are accounted for under Statel8rand its related interpretations; and (c) how
derivative instruments and related hedged itenecafin entity’s financial position, financial parftance, and cash flows. It is effective for finahci
statements issued for fiscal years beginning &fterember 15, 2008, with early adoption encouragaga. company would adopt it at the fiscal year
beginning September, 1 2009. The adoption of ttasement is not expected to have a material effecthe Company’s consolidated financial
statements.

In April 2008, the FASB issued FSP FAS 142-3, Deieation of the Useful Life of Intangible Asset$8P FAS 142-3"). FSP FAS 142-3 amends the
factors that should be considered in developingwet or extension assumptions used to determinagétil life of a recognized intangible asset under
SFAS No. 142, Goodwill and Other Intangible AsgE8~AS 142"). The intent of FSP FAS 142-3 is to noye the consistency between the useful life
of a recognized intangible asset under SFAS 142lmgeriod of expected cash flows used to medberéair value of the asset under SFAS 141(R)
and other applicable accounting literature. FSP BA3-3 is effective for financial statements isstiedfiscal years beginning after December 15,
2008, which for our company, would be the fiscaykeginning September 1, 2009. Our company iatlyr assessing the impact of FSP FAS 142-3
on its financial position and results of operations

In December 2007, the FASB issued SFAS No. 141Risliiiess Combinations”. This statement replaces SEAISand defines the acquirer in a
business combination as the entity that obtainsrobof one or more businesses in a business coribinand establishes the acquisition date as the
date that the acquirer achieves control. SFAS I#tRires an acquirer to recognize the assets auhjuhre liabilities assumed, and any noncontrolling
interest in the acquiree at the acquisition dategsured at their fair values as of that date. SEAR also requires the acquirer to recognize cgeatih
consideration at the acquisition date, measuréd &ir value at that date.

This statement is effective for fiscal years, amefim periods within those fiscal years, beginnimgor after December 15, 2008, and earlier adoptio
is prohibited. Our company would adopt it at thecéil year beginning September 1, 2009. The adopftidhis statement is not expected to have a
material effect on the Company's consolidated firerstatements.

In December 2007, the FASB issued SFAS No. 160,ntatrolling Interests in Consolidated Financiaht8ments Liabilities —an Amendmertt o
ARB No. 51”. This statement amends ARB 51 to eshtdccounting and reporting standards for the Wotrolling interest in a subsidiary and
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont 'd.)

for the deconsolidation of a subsidiary. This staat is effective for fiscal years, and interimipds within those fiscal years, beginning on oeaft
December 15, 2008, and earlier adoption is praodbiThe adoption of this statement does not hanetrial effect on our consolidated financial
statements.

During the first quarter of 2009, the Company addpbtatement of Financial Accounting Standard NG, Fair Value Measurements ("SFAS 157").
SFAS 157 defines fair value, establishes a framkvimr measuring fair value and expands disclosafgsut fair value measurements. SFAS 157
applies under other accounting pronouncementsrétatire or permit fair value measurements, the ridiizh Accounting Standards Board having
previously concluded in those accounting pronouncemihat fair value is the relevant measuremenbate. Accordingly, SFAS 157 does not require
any new fair value measurements. The adoptionisfstandard did not have a material impact on thm@ny’s consolidated results of operations,
cash flows or financial position.

During the first quarter of 2009, the Company addgbtatement of Financial Accounting Standard M. The Fair Value Option for Financial Assets
and Financial Liabilities — including an amendmenhtFASB Statement No. 115 (“SFAS 159”) which pesméntities to choose to measure many
financial instruments and certain other items atvfalue. The adoption of this standard did notehavmaterial impact on the Company’s consolidated
results of operations, cash flows or financial posi
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

August 31, 2009 and 2008

3. PROPERTY AND EQUIPMENT

Accumulated Net book
Cost amortization value
$ $ $

2009
Furniture and fixtures 117,769 77,891 39,878
Computer hardware 294,24¢ 223,01 71,22¢
Computer software 46,642 35,408 11,234
Leasehold imrovements 4,28¢ 2,851 1,42¢

462,943 339,173 123,770
2008
Furniture and fixtures 102,38! 70,76 31,62(
Computer hardware 277,725 206,029 71,696
Computer software 32,39( 27,330 5,05z
Leasehold imrovements 4,397 1,466 2,931

416,89 305,59° 111,30(

The gross amount of assets related to propertyegnibment under capital lease was $29,683 andf@nifears ended August 31, 2009 and 2008,
respectively. The accumulated amortization relategroperty and equipment under capital lease 62313 and $nil for the years ended August 31,

2009 and 2008, respectively.

4. SHAREHOLDER LOAN PAYABLE

2009 2008
$ $
Shareholder loan payable, unsecured,
due on demand, interest bearing at 5.5% - 44,152
Shareholder loapayable, unsecured,
due on May 29, 2010, interest bearing at 7% 68,681 -
68,68 44,15:

The Company has received a loan in the amount 8f688 (CDN$75,000) from
The loan is bearing interest at 7% and due on Mga2Q10.

its Chief Financial Officéred Vandenberg, who is a shareholder.
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
5. OBLIGATION FOR SHARE SETTLEMENT

During the year ended August 31, 2003, the Compssued 133,333 common shares to be deliveredtiersent for proceeds of $100,000 received in
respect of a private placement that was not comglet August 2000. The private placement was cotagléhrough the release of the shares as of the
year ended August 31, 2009.

6. SHARE CAPITAL

[a] Authorized

The Company is authorized to issue up to 100,0@0sB@res of common shares, par value $0.001 pez.sha
[b] Common shares issued

2009

During the year ended August 31, 2009, 500,000kstqtions were exercised for cash proceeds of $000,A total of 133,333 previously issued
common shares were released from treasury to settlacomplete private placement between the Coynpad parties involved in the August 2000
private placement.

2008

During the year ended August 31, 2008, the Comgssyed 482,272 units for net cash proceeds of 8883 As part of the issuance, the Company
issued 235,250 warrants at $0.60 expiring Nover8be2009 and 5,886 warrants at $0.50 expiring Jyrdh 2010. Also, 672,041 stock options were
exercised during the year ended August 31, 2008&sh proceeds of $260,412.
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
6. SHARE CAPITAL (contd.)
[c] Stock options

We have two existing stock option plans (the “Plansamely our Amended 1999 Stock Option Plan and2906 Stock Option Plan, under which up

to 3,750,000 and 5,100,000 shares of our commaik stespectively, have been reserved for issuadtehich, 640,375 common shares and 175,959
common shares, respectively, remain available dturé option issuance. The options generally vest a range of periods from the date of grant,
some are immediate, and others are 12 or 24 mofthysoptions that do not vest as the result ofangge leaving the Company are forfeited and the
common shares underlying them are returned toetberve. The options generally have a contractual ¢¢ five years.

Stock-Based Payment Award Activity

A summary of option activity under the Plans ag&\o§ust 31, 2009 and 2008, and changes during thesyended are presented below:

Weighted
Average Aggregate
Weighted Remaining Intrinsic
Average Contractual Value
Options Shares Exercise Price Term $
Outstanding at August 31, 2007 4,287,001 0.4z
Granted 859,041 0.41
Exercised (672,04)) (0.39)
Expired (135,000) (0.43)
Outstanding at August 31, 2008 4,339,001 0.4¢ 2.82 179,85(
Granted 1,164,000 0.24
Exercised (500,000 (0.20)
Expired (1,064,000) (0.42)
Outstanding at August 31, 2009 3,939,001 0.4¢ 2.07 80,94(
Vested and exercisable at Agust 31, 2009 3,910,875 0.44 2.06 80,190

The aggregate intrinsic value is calculated agifierence between the exercise price of the ugdgglawards and the quoted price of the Company’s
common shares for the options that were in-the-man@ugust 31, 2009.
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Destiny Media Technologies Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

August 31, 2009 and 2008

6. SHARE CAPITAL (cont'd.)

As FAS123(R) requires that stock-based compensa&tipense be based on awards that are ultimatelyctegh to vest, stockased compensation
expense for the year ended August 31, 2009 hasdewations for estimated forfeitures. When estingforfeitures, the Company considers voluntary
termination behavior as well as trends of actusibopforfeitures.

During the year ended August 31, 2009, 150,00000ptiwere repriced from $0.95 to $0.50 and the umdesptions became vested at the ddte o
repricing, which resulted in incremental compersattost of $5,588. Total stoddased compensation expense related to employee84087 is

reported in the statement of operations as follows:

2009 2008
$ $
Stok-based compensation
General and administrative 25,994 47,205
Sales and marketing 28,11( 91,28¢
Research and development 30,566 62,668
Total sto&-based compensation 84,67( 201,15¢

Valuation Assumptions

The fair value of each option award is estimatethendate of grant using the Black-Scholes optiocipy model based on the following assumptions:

2009 2008
$ $
Expected term of stock options (years) 0.5-2.f 2.5-5.0
Expected volatility 88%-99% 85%-92%
Risk-free interest rate 0.11%-2.17% 2.31%-4.51%

Dividend yields
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

August 31, 2009 and 2008

6. SHARE CAPITAL (cont'd.)

Expected volatilities are based on historical \bifptof the Company’s stock. The Company usesdristl data to estimate option exercise and
employee termination within the valuation modeleTéxpected term of options granted representsehiecbof time that options granted are expected
to be outstanding. The risk-free rate for periodbiw the contractual life of the options is basedUS Treasury bill rates in effect at the timeycdnt.

The weighted-average grant-date fair value of mstigranted during the year ended August 31, 2062868 was $0.05 and $0.24, respectively.

As at August 31, 2009, there was $778 of unrecaghitockbased compensation cost related to employee std@nsmranted under the Plans, which

is expected to be fully recognized over the nexhdsths.

[d] Warrants

As at August 31, 2009, the Company has the follgw@iommon shares warrants outstanding:

Number of Common

Exercise Price

Shares Issuable $ Date of Expiry
$0.22 Warrants 950,00( 0.22 August 25, 201
$0.40 Warrants 361,000 0.40 Febsuas, 2012
$0.50Warrants 5,88¢ 0.50 January 31, 20!
$0.50 Warrants 5,800,000 0.50 February 28, 2012
$0.60 Warrants 235,25( 0.60 May 31, 201
$0.70 Warrants 500,000 0.70 April 9, 2012

7,852,131
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
6. SHARE CAPITAL (cont'd.)

A total of 5,400,000 of the $0.50 warrants haveradd conversion feature by which the Company @mashd exercise of the share purchase warrants
if the common shares trades at a price equal gpeater than $1.25 if certain conditions are met.

All of the $0.60 warrants have a forced converdeature by which the Company can demand exerciskeeo$hare purchase warrants if the common
shares trades at a price equal to or greater &9 ¥ certain conditions are met.

7. INCOME TAXES

The Company is subject to United States federalssaie income taxes at an approximate rate of 34 88d to Canadian federal and British Columbia
provincial taxes in Canada at an approximate rat85092% . The reconciliation of the provision (reery) for income taxes at the United States
federal statutory rate compared to the Companygsrire tax expense is as follows:

2009 2008
$ $
Tax at U.S. statutory rates 55,00( (909,000
Permanent differences 29,00( 82,00(
Effect of lower foreign tax in Canada (15,000 109,000
Other adjustments to valuation allowance 381,00( 718,00(
Recover (provision) for income taxes 450,000 —

Deferred income taxes reflect the net tax effe€temporary differences between the carrying anmuohtassets and liabilities for financial reporting
purposes and the amounts used for income tax pspdbe Company has recognized a valuation allowémcthose deferred tax assets for which
realization is not more likely than not to occur.
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Destiny Media Technologies Inc.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
7. INCOME TAXES (cont'd.)

Significant components of the Company'’s deferredsissets as of August 31 are as follows:

2009 2008
$ $
Deferred tax assets:
Net operating loss carryforwards 1,954,000 2,073,000
Excess of book over tax depreciation 82,00( 71,00(
Total deferred tax asset 2,036,000 2,144,000
Valuation allowance (1,586,000 (2,144,000
Net deferred tax asset 450,000 —
Net income (loss) by geographic region is as foltows
2009 2008
$ $
United States (37,57¢) (742,60¢)
Canada 648,409 (1,550,572
610,83: (2,293,17)

If not utilized to reduce future taxable incomes thompany’s net operating loss carryforwards wifliee as follows:

Canada United States
$ $
2015 119,00( —
2019 and thereafter 2,434,000 3,783,000
2,553,001 3,783,001

Pursuant to Section 382 of the Internal RevenueeCade of the Company’s net operating loss camydods may be limited if the Company
experiences a cumulative change in ownership adtgrehan 50% in a moving three-year period. Owniprshanges could impact the Company’s
ability to utilize net operating losses and creditryforwards remaining at the ownership change.dile limitation will be determined by the fair
market value of common shares outstanding prithémwnership change, multiplied by the applicdbtieral rate.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
8. COMMITMENTS
The Company is committed to payments under its [sesrlease, which expires on August 30, 2010 ésviel

$

2010 304,479
304,47¢

The Company incurred rent expense of $278,316 duhie year ended August 31, 2009 compared to $38@ldring the year ended August 31, 2008.

The Company has entered into sublease agreementts pto offset the cost commitments above. Ablsase income has been reported in other
income in the consolidated statements of operatiodshas not been reflected in the amounts distlaBeve.

Commencing this year, the Company is committed akeypayments under its capital leases for 3 yeansstas follows:

$
2010 11,41(C
2011 11,410
2012 3,711
Total leasgpayments 26,531
Less: Amounts representing interest (3,189
Balance of obligation 23,343
Less: Current portion (9,356
Long term portion 13,987

9. RELATED PARTY TRANSACTIONS

The Company entered into a sublease agreementvidinector effective January 1, 2009 on a montmtmth basis with a two month notice period.
The term of the sublease calls for committed mgrplalyments of $1,374 (CDN$1,500).

The Company entered into a sublease agreementviditector from September 1, 2008 through Decer8lig008 on a month-to-month basis with a
two month notice period. The term of the subleadled for committed monthly payments of $5,495 (CEBND0O).
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
9. RELATED PARTY TRANSACTIONS (cont'd.)

During the year ended August 31, 2009, the Compangived various loans totaling $201,456 (CDN$2380)3rom officers of the Company.fO
which, $132,775 (CDN$155,300) loans bear intere5t%%6 per annum, are unsecured and due on derfi68@81(CDN$75,000) loans bear interest at
7% and due on May 29, 2010. During the year endegust 31, 2009, the Company repaid $177,685 (CDRE2D). As at August 31, 2009, the
balance of $68,681 (CDN$75,000) is due to the CamgaChief Financial Officer bearing interest at f#ér annum. The remaining balance is due
May 29, 2010.

10. CONTIGENCIES

The Company is involved in three actions with a petitor in Canada (Yangaroo Inc. “Yangaroo”, foripevlusicrypt Inc.) regarding various patent
claims as described below:

a) On March 7, 2006, the Company filed a stateroéntaim in the Federal Court of Canada againstgéano (the “Defendant”) to asser
that the Company’s technology does not infringetten stated patent owned by the Defendant and theiludeclare that Defendant’s
patent is invalid. On June 7, 2006, the Companysnsel received a statement of defense and colaiterérom the Defendant,
requesting specified damages or audited profits fitee Play MPE® system sourced to Canada.

b) On May 3, 2007, the Company filed a claim in @it Superior Court against the Defendant (Yangémog, Chief Executive Officerfo
the Defendant and Chief Financial Officer of thefddelant (collectively the “Defendants”) in the ambof $25,000,000 caused by the
Defendants making statements constituting defamadiod injurious falsehood, making false or mislegdstatements tending to
discredit the business, making false or mislead@myesentations contrary to the Competition Ac€ahada, and unlawful interference
with the Company’s economic relations. On June 0072 the Defendant filed a statement of defense cannhterclaim against the
Company for the same amount and for the same causes

C) On May 12, 2009, the Company was served witbraptaint in the United States District Court foe thastern District of Wisconsin by
the Defendant (the “Claimant”) in the Canadiarghtion above, alleging that the Company infringests recently issued one metho
claim in United States Patent No. 7,529,712. Then@amy initially filed a motion to dismiss the comjit as not being properly pled
due to a issue regarding the method claim itsélé Tourt has ruled that it would be prematuregodsa dismissal on such grounds until
it had considered the meaning of the patent cl@ms. On September 18, 2009 the Company filed aswAn which included a
statement of its defenses. One defense thep@nnhas asserted is tipatent claim has limitations
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
10. CONTIGENCIES (cont'd.)

regarding operations on a server and because Corspservers are outside the United States, then@ai’'s U.S. patent cannot be
asserted against the Company. On October 13, 2@091S. District Court issued a scheduling ordet timits discovery in the U.S.

case to the Company’s defense of “extraterritdyatind that the Court will entertain a motion farmmary judgment by the Company
dismissing the case on that basis alone, prioutihér discovery, if any. It is management’s opintbat the Claimant was sufficiently
aware of the location of Company’s servers welbpto the date it brought suit and, given Claimarduty to investigate the law
regarding extraterritoriality prior to bringing suthis case is improper. As a result, the Compaillybe seeking legal costs from the
Claimant, if successful.

The amount of damages awarded to the Company oD#iendants/Claimant, if any, cannot be reasonaslymated and no amount has been
recognized in the financial statements. Managerbel¢ves it is unlikely that the outcome of thistraawill have an adverse impact on its restlt o
operations and financial condition.

On August 12, 2009 the Company received a statewfealaim in the Supreme Court of British Columifiam a former employee for wrongful
dismissal and breach of contract. The claim wasafgproximately $180,000 CDN plus an award of stopkons and unspecified damages. The
Company believes the claim is completely withouritrend will vigorously defend its position and tegtion and filed a response on September 11,
2009. Management believes it is unlikely that thecome of this matter will have an adverse impacit® result of operations and financial condition.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
11. CONCENTRATIONS AND ECONOMIC DEPENDENCE
The Company operates solely in the digital medftwswe segment and all revenue from its productssamvices are made in this segment.

Revenue from external customers, by product aratime of customer, is as follows:

2009 2008
$ $

MPE®
North America 1,717,32: 1,229,99:
Europe 418,309 19,933
Australasia 121,83¢ —
Total MPE® Revenue 2,257,468 1,249,927
Clipstream ® & Radio Destiry
North America 298,921 309,751
Outside of North America 4,05¢ 19,21(
Total Clipstream ® & Radio Destirny Revenue 302,979 328,961
Total Revenue 2,560,447 1,578,888

During the year ended August 31, 2009, two custemepresented 44% of the total revenue balance3[206e customer represented 46%].
As at August 31, 2009, three customers represéit®fl, 162 (59%) of the trade receivables balanc@g20two customers represented 35%)].
The Company has substantially all its assets ire@amand its current and planned future operationsaad will be, located in Canada.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
August 31, 2009 and 2008
12. FAIR VALUE MEASURES

SFAS 157 requires an entity to maximize the usebskrvable inputs and minimize the use of unobsteviaputs when measuring fair value. SFAS
157 establishes a fair value hierarchy based orleted of independent, objective evidence surrongdhe inputs used to measure fair value. A
financial instrument’'s categorization within therfaalue hierarchy is based upon the lowest levelnput that is significant to the fair value
measurement. SFAS 157 prioritizes the inputs inted levels that may be used to measure fair value:

Level 1
Level 1 applies to assets or liabilities for whtblere are quoted prices in active markets for idahassets or liabilities.
Level 2

Level 2 applies to assets or liabilities for whitiere are inputs other than quoted prices thabbservable for the asset or liability such as cuiote
prices for similar assets or liabilities in activerkets; quoted prices for identical assets orliieds in markets with insufficient volume or inffeent
transactions (less active markets); or model-ddriveluations in which significant inputs are obsdre or can be derived principally from, or
corroborated by, observable market data.

Level 3

Level 3 applies to assets or liabilities for whitiere are unobservable inputs to the valuation ouetlogy that are significant to the measuremént o
the fair value of the assets or liabilities.

Our financial instruments consist principally okbaaccounts receivable, accounts payable andatégaise obligations. We believe that the recorded
values of our financial instruments approximatertberrent fair values because of their nature r@spective maturity dates or durations.

13. SUBSEQUENT EVENTS

In accordance with SFAS No. 165 “Subsequent Evelite’ Company evaluated subsequent events throogbrhber 27, 2009, the date of issuanfce o
the audited financial statements. During this pktlte Company did not have any material recognizabbsequent events.
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ITEM 8. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL DISCLOS URE.
Not applicable.

ITEM 8A. CONTROLS AND PROCEDURES.

Disclosure Controls and Procedures

The Chief Executive Officer and the Chief Finano@ifficer of the Company are responsible for evahgathe effectiveness of the Company’s
disclosure controls and procedures and have coed|uzhsed on our evaluation, that they are effeetészat August 31, 2009 to ensure that information
required to be disclosed in reports filed or subeditunder Canadian and United States securitiésldégn is recorded, processed, summarized and
reported within the same period specified in thaeges and regulations.

Internal Controls Over Financial Reporting

The Chief Executive Officer and the Chief Finan¢Mficer of the Company are responsible for desigrinternal controls over financial reporting, or
causing them to be designed under their supervisioprovide reasonable assurance regarding thebildl of financial reporting and the preparation
of financial statements for external purposes toatance with generally accepted accounting priesip

Using the framework provided by the Committee odi8foring Organizations (“COSO”), the Company comeld@n evaluation of the effectivene$s o
the internal controls over financial reporting af\agust 31, 2009 and concluded that there are naateeaknesses in internal controls over financial
reporting, which are as follows:

1 Due to the limited number of staff resources, tlwen@any believes there are instances where a laskgregation of duties exist to provide
effective controls;

1 Our audit committee does not have a financial ebquad is not independent; and

1 Due to the limited number of staff resources, tlenfany may not have the necessary in- house kngeledaddress complex accounting and
tax issues that may arise.

As a result of these weaknesses, the Company’maiteontrols over financial reporting are not efiege. The weaknesses and their related risks are
not uncommon in a company the size of Destiny Médieause of limitations in size and number of sfifffe Company believes it has taken initial
steps to mitigate these risks by consulting outsideisors and involving the Audit Committee and Bbaf Directors in reviews and consultations
where necessary. However, these weaknesses inahtntrols over financial reporting could regalia more than remote likelihood that a material
misstatement would not be prevented or detected.Gdmpany believes that it must take additiongdsste further mitigate these risks by consulting
outside advisors on a more regular and timely basis

This annual report does not include an attestagport of the Company’s independent registeredipaaicounting firm regarding internal control over
financial reporting. Management’s report was ndijsct to attestation by the Company’s independegistered public accounting firm pursuant to
temporary rules of the SEC that permit the Comparprovide only management’s report in this anmapbrt.

Changes in Internal Control Over Financial Reporting

During the period covered by this annual reporréhhave been no changes in the Company’s inteamfols over financial reporting that occurred
that have materially affected, or are reasonakblyito materially affect, the Company’s internahtrols over financial reporting.

ITEM 8B. OTHER IFORMATION.
None.
PART Il

ITEM 9. DIRECTORS, EXECUTIVE OFFICERS, PROMOTERS AN D CONTROL PERSONS; COMPLIANCE WITH SECTION 16
(A) OF THE EXCHANGE ACT.

The following table sets forth the names, positiand ages of our executive officers and directélisour directors serve until the next annual megti
of shareholders or until their successors are efleahd qualify. The Board of Directors elects @fficand their terms of office are, except to thermx
governed by employment contract, at the discreafaine Board of Directors.
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Name Position Held with the Age Date First Elected
Company or Appointed
Steven Vestergaafd Chief Executive Officer and Director 43 January 299
Frederick Vandenberg Chief Financial Officer and Corporate Secretary] 41 July 2007
Edward Kolid?) Director 48 February 1999
Lawrence J. Langs Director 48 November 2000
Yoshitaro Kumagai Director 63 August 2001
Wayne Koshmaf Director 47 May 2002

(1) Members of our Audit Committee
Set forth below is a brief description of the backgqd and business experience of each of our eixeafficers and directors for the past five years:

Steven Vestergaard.Mr. Vestergaard is our President, Chief Executiiicer and the Chairman of our Board of Directokdr. Vestergaard's
responsibilities include strategic planning andrdowating strategic planning, marketing and prodie¢elopment. Mr. Vestergaard has a B.Sc. from
UBC. He founded Tronic Software in 1981 and Des@wjtware in 1991, both as video game developmemipanies. In 1995, Destiny changed focus
to internet technologies, going public in 1999 watheaming video and media security technology.

Fred Vandenberg, B. Comm. MBA, CAMr. Vandenberg is our Chief Financial Officer. Mfandenberg's core responsibilities include leadirey
accounting, treasury, strategic planning, financatrols and financial reporting functions of tBempany. Mr. Vandenberg has over 16 yedrs o
public accounting experience in tax advisory semjamergers and acquisitions, and financial repgrtvr. Vandenberg completed the Canadian
Institute of Chartered Accountant's "In-depth" @@ program while with Ernst & Young in 1998. MWandenberg holds a Bachelor of Commerce
degree and a Master of Business Administrationafde) from McMaster University and a Chartered Atant designation.

Edward Kolic. Mr. Kolic has been involved in the Company sinebfaary 1999 in executive capacities including €@iperating Officer, Corporate
Secretary and Director. He served as Destiny'ds dperating officer from February 1999 to Octob@802 during which time he was responsible for
our overall product strategy and development ofamre technologies. Mr. Kolic was the presidenWanderFall Productions Inc., a computer game
development company founded by Mr. Kolic, which figspurchased in June 1999. Prior to founding Wasfall Productions, he was as a principal
partner and vicg@resident of marketing for Jacqueline Conoir Desigfrom 1988 until 1995, Mr. Kolic was partner anmégident of Target Canada
Production Ltd., a company engaged in the prodoctd documentary television, educational and infation programming for the Canadian
Educational Television Networks, large screen amtgve presentation media and a range of commuaicarograms for corporate, government and
institutional clients. Ed is currently the foundsfr Eighth Avenue Development group, which undersallevelopment projects in the luxury home
market, multi-family residential and land developrne

Lawrence J. Langs.Mr. Langs has been an intellectual property, ¢aitement and corporate lawyer; an investment baikéiall Street and a
technology and international entrepreneur. He hasaged over 200 M&A deals as a New York investnbamiker, intellectual property and corporate
lawyer, technology consultant, board member, andcjmal. As a senior executive with profit and lagsponsibility and extensive experience in
building small to mid-size public and private comigs and segments of Fortune 500 companies in ttonggumedia, and digital media industries, he
headed M&A, strategy, corporate finance, legaltsgi@s, and business development projects and tdeany was EVP at ACD Systems, EVP at
Musician.com for Guitar Center, SVP of businessetfgyment at MP3.com, and VP of business developrien8ybase New Media, Investment
Banker for JPMorgan/Chase/Chemical Bank in New Yarid Senior Consultant for Arthur D. Little in Bos. Mr. Langs has also been active as a
lawyer in emerging digital media and finance wigldman & Weinstein in New York and MediaLawyer.conios Angeles.

Yoshitaro Kumagai. Since 1981, Mr. Kumagai has held positions withg8r, the Imaging Division of Mead Corporation, dBdEC Corporation,
where he was responsible for Japanese and USaadesperations. Subsequently, he served as Presitl®PA Technology and as Chairman and
CEO of Vivitar Corporation, a major distributor vdrious camera and
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computer peripheral devices. His most recent positvas as SVP/Business Development for Reactrograpany developing an early stage media
platform enabling real-time interaction between huas and video advertising displays. Yoshi holdsSiB Mechanical Engineering from Hosei
University and a BS in Information Systems and Mathtics from Georgia State University.

Wayne Koshman. Mr. Koshman has 15+ years of intemmal business development experience in Chirggrdand Central Asia. Broad capital market
background both in private and public financingsut@ed a number of public and private energy andngianterprises including Pure Silver Mining,
Dynasty Gold, Georgia Ventures, Terrawest Energiy\dmyageur Oil and Gas Corp. Bachelor of Commerggek from University of Calgary.

ELECTION OF DIRECTORS AND OFFICERS

Our directors are elected by our shareholders mpoual general meetings. Each director holdg®ffintil our next annual general meeting or until
the director resigns or is removed in accordandk wir bylaws. We do not have a classified BoarDioéctors.

Our officers serve at the discretion of our Boafr@wectors.
COMPENSATION OF DIRECTORS

Our directors are reimbursed for reasonable oygecket expenses in connection with attendance atdBofDirector and committee meetings. In
addition, our directors are eligible for grantptions to purchase shares of our common stodieadiscretion of our Board of Directors.

AUDIT COMMITTEE

Our audit committee consists of Mr. Steven Vestargaour Chief Executive Officer, Mr. Edward Kolignd Mr. Wayne Koshman, two of which are
independent. We currently do not have a financigket on the audit committee.

FAMILY RELATIONSHIPS
There are no family relationships among our oficend directors.
COMPLIANCE WITH SECTION 16(a) OF THE SECURITIES EXC HANGE ACT

Section 16(a) of the Exchange Act requires our etkee officers and directors, and persons who Leiadlfy own more than ten percent of our equity

securities, to file reports of ownership and chanigeownership with the Securities and Exchange @msion. Officers, directors and greater than ten
percent shareholders are required by SEC regul&idarnish us with copies of all Section 16(a) farthey file. Based on its review of the copiés o

such forms received by us, we believe that durirgfiscal year ended August 31, 2009 all suchdiliaquirements applicable to our officers and
directors were complied with.

CODE OF ETHICS

The Company’s code of ethics is available on oussite athttp://www.dsny.com/investor/

ITEM 10. EXECUTIVE COMPENSATION.
COMPENSATION OF EXECUTIVE OFFICERS

The following table sets forth certain compensatitiormation as to Mr. Steven Vestergaard, our Chieecutive Officer and Mr. Vandenberg, our
Chief Financial Officer. No person other than Mestergaard acted as our Chief Executive Officemdupur last fiscal year ended August 31, 2009.
No other compensation was paid to Mr. Vestergadrdrahan the compensation set forth below.
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SUMMARY COMPENSATION TABLE
ANNUAL COMPENSATION LONG TERM COMPENSATION &
AWARDS PAYOUTS
Restricted LTIP All Other
Other Annual  Stock Options/ payouts | Compen-
Name Title Year Salary Bonus |Compensatiop Awarded | SARs * (#) %) sation
Steven Vestergadﬁd @) Director 2009 $131,587 0 0 0 0 0 0
President 2008 $153,954  $38,489 0 0 0 0 0
CEO 2007| $113,666 0 0 0 300,00(4 0 0
Frederick Vandenbeft) CFO & 2009 $106,114 0 0 0 150,000 0 0
Corporate 2008 $124,157  $31,039 0 0 0 0 0
Secretary 2007 $27,869 0 0 0 0

Notes to Summary Compensation Table:

1) All salaries paid to Mr. Vestergaard are pai€Canadian dollars.

2 Conpensation is stated in United States dollars amésgd on an exchga rate of $0.8489 US dollars for each $1.00 Camadidiar.

3) The value of benefits that do not exceed 10%btafl annual salary are not reported herein.

4) All salaries paid to Mr. Vandenberg are pai€anadian dollars.

STOCK OPTION GRANTS

150,000 options were granted to Mr. Vandenbergnduour most recent fiscal year ending August 30920

None

EXERCISES OF STOCK OPTIONS AND YEAR-END OPTION VALU ES

LONG-TERM INCENTIVE PLANS

We do not have any long-term incentive plans othan the registered stock option plans.
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EMPLOYMENT CONTRACTS AND CHANGE IN CONTROL ARRANGE MENTS

We are not party to any written employment agredroechange in control arrangements with Mr. Vegaierd. We do not have any agreements with

Mr. Vestergaard regarding the payments of bonustloer performance incentives. Mr. Vestergaard igil#é to receive stock options as and when
approved by our Board of Directors.

We are not party to any written employment agredroeichange in control arrangements with Mr. Varigg. We do not have any agreements with
Mr. Vandenberg regarding the payments of bonustleergperformance incentives. Mr. Vandenberg isildiggto receive stock options as and when
approved by our Board of Directors.
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ITEM 11. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT.

The following table sets forth certain informatioancerning the number of shares of our common stegked beneficially as of November 26, 2009
by: (i) each person (including any group) known soto own more than five percent (5%) of any cldssup voting securities, (ii) each of our directors
and each of our named executive officers, and dffiicers and directors as a group. Unless otheninislicated, the shareholders listed possess sole
voting and investment power with respect to theeshahown.

Name and address Number of Shares of Percentage of Common
Title of class of beneficial owner Common Stock StockV

DIRECTORS AND OFFICERS:

Common Stock Steven Vestergaard 11,086,355(7| 21.3%
President, Chief Executive Officer
c/o 800-570 Granville St.
Vancouver, BC, V6C 3P1

Common Stock Frederick Vandenberg 895,000(2 1.7%
Chief Financial Officer and
Corporate Secretary

c/o 800-570 Granville St.
Vancouver, BC, V6C 3P1

Common Stock Edward Kolic 461,300 (3 0.9%
Director

c/o 800-570 Granville St.
Vancouver, BC, V6C 3P1

Common Stock Lawrence J. Langs 300,000 (4 0.6%
Director

c/o 800-570 Granville St.
Vancouver, BC, V6C 3P1

Common Stock Yoshitaro Kumagai 400,000 (5 0.8%
Director

c/o 800-570 Granville St.
Vancouver, BC, V6C 3P1

Common Stock Wayne Koshman 355,000 (6 0.6%
Director

c/o 800-570 Granville St.
Vancouver, BC, V6C 3P1

Common Stock All Officers and Directors as a 13,497,654 25.9%
Group (6 persons)

5% SHAREHOLDERS
Common Stock Sabre Value Fund LP 4,578,700(8 8.8%
Common Stock Proximity Capital LLC 3,165,000(9 6.1%

) Under Rule 13d-3 of the Securities Exchange @c1934, a beneficial owner of a security incluéey person who, directly or indirectly,
through any contract, arrangement, understandeigtionship, or otherwise has or shares: (i) vopower, which includes the power to vote,
or to direct the voting of shares; and (ii) investrhpower, which includes the power to disposeir@ctithe disposition of shares. Certain shares
may be deemed to be beneficially owned by more tmnperson (if, for example, persons share theepdavvote or the power to disposi o
the shares). In addition, shares are deemed t@mefibially owned by a person if the person hasritjiet to acquire the shares (for example,
upon exercise of an option) within 60 days of th&edas of which the
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@)

(©)

4

®)

(6)

@)

(8

(©)

information is provided. In computing the percewtamvnership of any person, the amount of sharestamding is deemed to include the
amount of shares beneficially owned by such pefaad only such person) by reason of these acqunsitghts. As a result, the percentadge o
outstanding shares of any person as shown inahle tloes not necessarily reflect the person’sahotwnership or voting power with respect to
the number of shares of common stock actually antshg on November 26, 2009. As of November 26 92@tere were 52,059,647 sharés o
our common stock issued and outstanding.

Consists of 407,500 shares held by Mr. Vandenbad 450,000 shares that are immediately acdaitginn the exercise of stock options held
by Mr. Vandenberg within 60 days of November 26, 2@0d 37,500 shares that are immediately acquirgine the exercise of warrants held
by Mr. Vandenberg within 60 days of November 26,200

Consists of 161,300 shares held by Mr. Kolid 800,000 shares that are immediately acquirakbe tipe exercise of stock options held by Mr.
Kolic within within 60 days of November 26, 2009.

Consists of 300,000 shares that are immediatedpirable upon the exercise of stock options bgldir. Langs within 60 days of Novembe
26, 2009.

Consists of 100,000 shares held by Mr. Kumagai 300,000 shares that are immediately acquirgie the exercise of stock options held by
Mr. Kumagai within 60 days of November 26, 2009.

Consists of 205,000 shares held by Mr. Kosharah 150,000 shares that are immediately acquitgine the exercise of stock options held by
Mr. Koshman within 60 dg of November 26, 2009.

Consists of 10,786,355 shares held by Mr. \fgagrd and 300,000 shares that are immediatelyiratdgl upon the exercise of stock options
held by Mr. Vestergaard within 60 days of Novem®@&r 2009.

Consists of 3,578,700 shares and 1,500,00@&shbat are immediately acquirable upon the exemisvarrants within 60 days of Novenmbe
26, 2009.

Consists of 1,665,000 shares and 1,500,00@slihat are immediately acquirable upon the ex@misvarrants within 60 days of Novenmbe
26, 2009.
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EQUITY COMPENSATION PLAN INFORMATION

We have two equity compensation plans, namely auedded 1999 Stock Option Plan and our Amended 3306k Option Plan, under which up to
3,750,000 and 5,100,000 shares of our common steclgectively, have been authorized for issuanceutoofficers, directors, employees and
consultants. Our plans have been approved by tep&oy’s stockholders. The following summary infotima is presented for our plans on an
aggregate basis as of August 31, 2009.

Number of Securities to be
Issued Upon Exercise of
Outstanding Options,
Warrants and Rights

Weighted-Average Exercise
Price of Outstanding
Options, Warrants and

Rights

Number of Securities
Remaining Available for
Future Issuance Under
Equity Compensation Plans
(Excluding Securities
Reflected in column (a))

Plan Category

@

(b)

(©

Equity Compensation Plans
Approved By Security
Holders

3,939,000 Shares
of Common Stock

$0.44 per Share

816,334 Shares of
Common Stock

Equity Compensation Plans

Not Applicable

Not Applicable

Not Applicable

Not Approved By Security
Holders

ITEM 12. CERTAIN RELATIONSHIPS AND RELAT ED TRANSACTIONS.

Except as described under Item 11 and under tleecfitexecutive compensation, and under note Hi@ffinancial statements, none of the following
persons has any direct or indirect material intemestny transaction to which we were or are a pdttsing the past two years, or in any proposed
transaction to which the Company proposes to teerty:p

(A) any director or officer;

(B) any proposed nominee for election as a director

©) any person who beneficially owns, directly odirectly, shares carrying more than 5% of the ngtiights attached to our common
stock; @

(D) any relative or spouse of any of the foreggiegsons, or any relative of such spouse, who teasame house as such person or who is a

director or officer of any parent or subsidiary.
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SHARE ISSUANCES

None
ITEM 13. EXHIBITS AND REPORTS ON FORM 8-K.
(€) Exhibits

EXHIBIT NUMBER DESCRIPTION

31.1 Certification of Chief Executive Officgaursuant to Section 302 of the Sarba@edey Act of 200Z1)

31.2 Certification of Chief Financial Officer pursuant $ection 302 of the Sarbar@sley Act of 2002(1)

32.1 Certification of Chief Executive Officer pursuamd 18 U.S.C. Section 1350, as adopted pursuant ¢tioBe906 of the
Sarbane©xley Act of 2002(1)

32.2 Certification of Chief Financial Officer pursuarmi 18 U.S.C. Section 1350, as adopted pursuant ¢tioBe906 of the
Sarbane©xley Act of 2002(1)

23.1 Consent of Independent Registered Public Accouriinn(1)

1) Filed as an exhibit to this Annual Repmr Form 10-K
(b) Reports on Form 8-K.

On April 2, 2009 we filed form 8-K for changes iegistrant’s certifying accountant. Manning ElliattP, Chartered Accountants ("Manning Elliott")
is retained as the sole principal independent regid accountant for the Company effectively Ma&gh2009.

ITEM 14. PRINCIPAL ACCOUTANT FEES AND SERVICES
Audit Fees

Our former independent registered public accounfimg, Ernst & Young LLP, and our current sole mijple independent registered accountant
Manning Elliott LLP , provided audit and other sees during the year ended August 31, 2009 asvistio

Ernst & Young LLP

2009 2008

Audit Fees $ 18,39: $ 76,50(
Audit Related Fees - -
Tax Fees - -

All Other Fees - -
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Total Fees $ 18,394 $ 76,500

Manning Elliott LLP

200¢ 200¢

Audit Fees $ 36,50t -
Audit Related Fees - -
Tax Fees = =

All Other Fees - -
Total Fees $ 36,50 -

Audit Fees. This category includes the fees foratimit of our consolidated financial statements #mel quarterly reviews of interim finantia
statements. This category also includes advice atitaand accounting matters that arose during oraasesult of the audit or the review o
interim financial statements and services in cotinaovith SEC filings.

Audit Related Fees. There were no audited relaed paid to Ernst & Young LLP and Manning ElliatFL.

Tax Fees. This category includes the fees for psideal services rendered for tax compliance, @@ and tax planning. There were no tax
fees paid to Ernst &Young LLP and Manning ElliottF.

All Other Fees. There were no other fees paid ttsE& Young LLP and Manning Elliott LLP.

Effective May 6, 2003, the Securities and Excha@igemission adopted rules that require that befoaaihg Elliott LLP is engaged by the Company
or its subsidiaries to render any auditing or paedinon-audit related service, the engagement be:

- approved by the Company's audit committee; or

- entered into pursuant to pre-approval policied procedures established by the audit committemyighed the policies and procedures are
detailed as to the particular service, the auditmittee is informed of each service, and such pdiand procedures do not include delegation
of the audit committee's responsibilities to mamaget.

The audit committee requires advance approval lodwdit, audit-related, tax, and other servicefguered by the independent auditor. Unless the
specific service has been previously pre-approvétl vespect to that year, the audit committee nmagirove the permitted service before the
independent auditor is engaged to perform it. Tiditacommittee has delegated to the chair of thditasommittee authority to approve permitted
services provided that the chair reports any deessto the committee at its next scheduled meeting.

The audit committee has considered the nature araliat of the fees billed by Ernst & Young LLP anduihing Elliott LLP, and believes that the
provision of the services for activities unrelatiedthe audit is compatible with maintaining Ernst¥bung LLP's and Manning Elliott LLP’s
independence.
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SIGNATURES

In accordance with Section 13 or 15(d) of the ExgjeaAct, the Registrant caused this report to geesl on its behalf by the undersigned, thereunto
duly authorized.

DESTINY MEDIA TECHNOLOGIES, INC.

By: /s/ Steven Vestergaard
Steven Vestergaard, President
Chief Executive Officer
Director
Date: November 30, 2009

/sl Frederick Vandenberg
Frederick Vandenberg, Chief Financial Officer
Date: November 30, 2009

In accordance with the Securities Exchange Acg thport has been signed below by the followings@es on behalf of the Registrant and in the
capacities and on the dates indicated.

By: /s/ Steven Vestergaard
Steven Vestgaard, President
Chief Executive Officer
(Principal Executive Officer)
Director
Date: November 30, 2009

By:  /s/ Frederick Vandenberg
Frederick Vandenberg, Chief Financial Officer
(Principal Financial Officer and Principal Accoung Officer)
Date: November 30, 2009

By: /s/ Edward Kolic
Edward Kolic
Director
Date: November 30, 2009

By: /sl Wayne Koshman
Wayne Koshman
Director
Date: November 30, 2009
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