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Tank Sports, Inc.
(OTC.BB:TNSP.OB)

Update to Projected Operating Results
                                                                                                         

Tank Sports, Inc. has entered FY 2008 (ended 28 February 2008) with a major
acquisition, a US$1.1 million financing, and a significant reduction in corporate
overhead.  In our opinion, these moves could provide the foundation for
improved revenue and profit growth for Tank over the next several years.  We
estimate that Tank has the potential to increase its revenue to $38.0 million by FY
2011 versus the $9.6 million generated in FY 2007.  Further, we are estimating that
Tank can achieve operating profit of $5.7 million in FY 2011 versus operating
profit of $(0.4) million in FY 2007.  While these estimates are lower than our
original forecasts issued in January, they continue to represent solid projected
improvement for Tank.

In general, Laguna Research Partners is impressed with Tank’s effectiveness at
managing its direct manufacturing costs.  This is important, in our view, given
that the Company sources its motor sports vehicles out of China, and most
international observers expect that the Chinese yuan is likely to appreciate vis-à-vis
the US dollar over the long term.  Further, in order to achieve our projected
revenue and profit figures, it is imperative that Tank achieves strong unit growth
via market share gains and maintains aggressive control of operating expenses.

FY 2007 Operating Results

On 13 June 2007, Tank Sports reported its operating results for FY 2007 (ended
28 February 2007).  In sum, the Company’s gross profit performance was better
than we had projected, but operating expenses were higher than expected,
leading to a lower-than-expected operating profit figure.  Here are the details.

�  Tank’s FY 2007 revenue increased 27.2%, or $2.0 million, to the $9.6 million
level.  Notably, Tank’s acquisition of RedCat Motors closed on 30 January
2007, so that the inclusion of one month of RedCat’s operating results boosted
Tank’s FY 2007 financial performance.  We estimate that RedCat is generating
$1.0 million-plus in monthly revenue, implying that RedCat might have
contributed about half of Tank’s FY 2007 versus FY 2006 increment to
revenue.

�  FY 2007 gross profit increased a powerful 49.1%, reflecting an impressive
decline in Tank’s cost of goods sold-to-revenue ratio to 71.0% versus the year-
earlier 75.2%.

�  Tank’s excellent performance at the gross profit line, however, was offset by a
sharp 45.7% increase in operating expenses.  Specifically, selling expenses
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dropped 26.7%, but general and administrative expenses surged 178.3%.  As a
result, operating profit dropped $86,836 to $(413,063) in FY 2007 from
$(326,227) in FY 2006.  The operating profit margin was steady at (4.3%).

�  Below the operating line, a sharp jump in interest income and other income
contributed to a year-on-year (YoY) increase of 37.7%, or $45,024, in net non-
operating income.

�  FY 2007 pre-tax profit dropped to $(248,525) versus the FY 2006 figure of
$(206,713), and net profit declined to $(249,325) versus $(206,713).

Tank’s FY 2007 operating results included a challenging FQ4:07.  Despite the
inclusion of one month of revenue from the acquired RedCat operation—as
mentioned above, we estimate that contribution to have been $1.0-plus—Tank’s
FQ4:07 revenue declined 1.3%, or $23,623, to just under $1.8 million versus
slightly more than $1.8 million the year earlier.  Impressively, the company’s FQ4
cost of goods sold declined 11.9% YoY and the cost of goods sold-to-sales ratio
dropped to 73.7% in FQ4:07 versus in 82.6% FQ4:06.  This was more than offset,
though, by a 72.8% YoY surge in FQ4:07 operating expenses.  As a result,
operating profit dropped $326,473 to $(670,443) from the year earlier $(343,970).
There was no reported tax effect in either FQ4:06 or FQ4:07.

Notably, Tank recorded a significant expense reclassification in FQ4:06 which
renders the comparison of FQ4:07 and FQ4:06 selling expenses and general &
administrative expenses as fairly meaningless.  In the course of our recent
research and analysis regarding Tank, Laguna Research Partners calculated the
Company’s FQ4:06 income statement by subtracting FY 2006 nine months
operating results from FY 2006 full year operating results.  That calculation
revealed an extremely high selling expense figure and a significantly sized
negative general and administrative expense figure for FQ4:06.  As mentioned
above, Tank Sports management attributes these figures to end-of-fiscal year
expense reclassification.

FQ1:08 Operating Results

On 20 July 2007, Tank Sports released its operating results for FQ1:08 (ended
31 May 2007).  Here are the details.

�  FQ1:08 revenue increased to $3.9 million versus the year-ago quarter’s $2.9
million, a jump of 32.8%.  Importantly, though, our analysis indicates that a
large portion of this year-over-year increase was accounted for by Tank’s 30
January 2007 acquisition of RedCat Motors.

�  Tank’s FQ1:08 cost of goods sold increased 44.4% and the cost of goods sold-
to-sales ratio was up sharply YoY to 77.9% versus 71.6%.  This jump limited
the gross profit increase to a sluggish 3.5%.  Our analysis indicates that a
portion of Tank’s lackluster FQ1 gross profit performance can be attributed to
RedCat, so we will closely scrutinize the Company’s FQ2:08 gross profit
performance for further insights regarding the Company’s ability to control
direct manufacturing costs.
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�  FQ1:08 operating profit fell to $(482,763) versus the year earlier $50,094, a
drop of $561,551.  In the wake of a 72.8% YoY increase in operating expenses
in FQ4:07, operating expenses increased 72.1% YoY in FQ1:08.  Selling
expenses actually declined 27.2%, so the FQ1:08 increase in operating
expenses was entirely attributable to a 126.2%, or $636,415, climb in general
and administrative expenses.  Partially explaining this rise, Tank management
has said in a recent press release that $55,590 in one-time traveling, training,
warehouse moving and employee severance fees were incurred following the
RedCat acquisition.

�  Despite a $118,439 increase in net non-operating income, pre-tax profit fell
$414,418 to $(354,270) from last fiscal year’s $60,148.  Reflecting the effect
of a small tax charge in FQ1:08, net profit declined $415,218 to $(355,070)
from $60,148.

In general, as shown in Table V, Tank’s balance sheet improved significantly
during FQ1:08.

�  Current assets increased 42.6%, or $2.6 million, to $8.7 million during the
quarter.  Nearly all of this increase was accounted for by a $2.6 million jump in
related parties receivables.  Current liabilities increased only 19.1%, or $1.3
million, during the quarter.  As a result, the current ratio improved 19.7% to
1.05x on 31 May from 0.88x on 28 February, and working capital improved
$1.3 million to $397,757 from $(866,253) over the same timeframe.

�  Long-term liabilities declined $322,854 during the quarter to $1.4 million on
31 May versus $1.8 million on 28 February.  During the same timeframe,
shareholders’ equity jumped $1.8 million to $1.4 million versus $(452,292).
Reflecting these positive trends, net working capital improved by $1.6 million
to $(1.0) million, and long-term liabilities as a percent of total capitalization
dropped to 51.3% from 134.5%.

Recent Developments

On 15 August 2007, Tank Sports announced that it had completed the
development and demonstration of “Sporty 50-LPG,” the Company’s new
LPG/gasoline hybrid motorcycle.  (“LPG” is the abbreviation for liquid propane
gas.)  A photo of this new vehicle can be found on the following page.  This is
Tank’s second “green” vehicle under development, the first being an
ethanol/gasoline hybrid motorcycle.  Tank’s LPG hybrid has now entered the final
pre-commercial development stage which is US on-road testing.  Currently, Tank
plans to introduce both its ethanol and LPG hybrids by the end of calendar 2007.

In sum, Laguna Research Partners is impressed with Tank’s development of
compelling “green” motorcycles that are both environmentally friendly and less
expensive to operate.  The Company’s development of a LPG hybrid is
particularly notable, we feel, given the wider availability of LPG (versus ethanol)
and higher octane (versus gasoline).
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Projected Performance

In the opinion of Laguna Research Partners, Tank’s acquisition of RedCat
Motors, February 2007 financing of $1.1 million, and operating expense
reductions, provide the foundation for improved operating results over the next
several years.  Versus FY 2007, we estimate that Tank will achieve the following
FY 2011 operating results.

�  As shown in Tables I-A through I-D, we estimate that Tank’s revenue will
increase to $38.0 million in FY 2011from the $9.6 million level of FY 2007.
These figures imply compound annual growth of 41.1%, reflecting a
significant boost from the RedCat acquisition in FY 2008 and 11.0% to 15.0%
top-line growth annually thereafter.

�  We estimate that Tank’s gross profit will climb to $13.3 million in FY 2011
from $2.8 million in FY 2007, implying a compound annual growth rate of
47.9%.  We are projecting gross profit growth of 184.0% in FY 2008 to be
followed by annual growth ranging from 14.0% to 23.0% through FY 2011.

Graphic I
Tank Sports, Inc.
“Sporty 50-LPG”
21 August 2007

Source: Tank Sports, Inc.
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�  Operating profit, we estimate, will increase to $5.7 million in FY 2011 from
$(413,063) in FY 2007, representing a positive swing of $6.1 million.  In FY
2008, we are estimating that operating profit will improve to $1.2 million from
$(413,063), and will grow at annual rates ranging from 51.0% to 92.0% during
the following three years.

�  We estimate that net profit will increase to $3.9 million in FY 2011 from
$(249,325) in FY 2007, a positive swing of $4.2 million.  We are estimating an
improvement in net profit to $0.9 million in FY 2008, and we are projecting
annual growth ranging from 47.0% to 97.0% during FY 2009 through FY
2011.

As mentioned at the start of this report, our new projections are lower than our
original forecasts issued in January, but they continue to represent solid
projected improvement for Tank.  A comparison of our new forecast with our
previous forecast can be found in Table III.

In order to achieve our projected operating performance, it is imperative that
Tank management achieves the following over the forecast period.

�  First, our forecast assumes that Tank will add 10 new dealers per month to
its dealer network.  Tank has stated that it intends to create a group of
“exclusive” Tank/RedCat dealerships that would complement its existing
network of “multi-brand” dealers.  In our view, Tank must implement an
aggressive sales and marketing campaign in order to leverage its expanding
dealer network and to counter competition in the hyper-competitive motor
sports industry.

�  Second, while Tank has demonstrated good control over its direct
manufacturing costs, the Company must, in our view, take the necessary
measures to generate a less volatile gross profit margin.  This is particularly
important, in our opinion, because the Company sources virtually all of its
motor sports vehicles out of China.  As the Chinese yuan appreciates vis-à-vis
the US dollar, as we expect it to over the next several years, the Company’s
manufacturing costs in US dollar terms will increase and strict control of direct
manufacturing costs will become increasingly important.

�  Third, Tank is off to a good start in tackling its general and administrative
expense problem.  In recent months, Tank has combined the warehouse
operations of Tank and RedCat at one location, El Monte, California, creating
the largest Chinese motorcycle parts facility in North America.  And the
Company has implemented the RedCat ERP (enterprise resource planning)
system across the combined companies.  The Company has also consolidated
the staff’s of Tank and RedCat and is aiming to generate revenue of $1.0
million per employee, an impressive goal that we believe is achievable.  It is
critical, in our view, that Tank continue to take a ruthless approach to
managing its general and administrative cost if the Company is to reap the full
benefits of the RedCat acquisition and any market share gains that the
combined companies might achieve.
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�  And, fourth, our forecast assumes that Tank will raise an additional $5.0
million in capital during calendar 2007.  If Tank fails in attracting this new
investment capital, the Company is likely, in our view, to fall short of the
projections outlined in this report.

Risks

In our opinion, there are several notable risks associated with our Tank Sports
operating projections.

�  Tank Sports imports products, parts, and accessories from China.  If the
Chinese yuan continues to appreciate vis-à-vis the US dollar, as is widely
expected by international observers, Tank’s cost of goods sold could appreciate
at a faster rate than final product prices, thereby resulting in reduced
profitability for Tank.

�  Tank’s reliance on Chinese manufacturing sources could also expose the
Company to product quality issues.  Over the past 12 months, China has been
found to be the source of a wide variety of products posing a health risk to
adults, children, and pets.  However, reflecting the Chinese economy’s heavy
reliance on exports, China’s central government is taking aggressive action to
eliminate product quality issues.
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Table I-A
Tank Sports, Inc.
Income Statement, Consolidated
FY2006 A through FY2011 E
Actual and Estimated
(fiscal year ended 28 February)
     
  FY2006 A  FY2007 A FY2008 E FY2009 E FY2010 E FY2011 E

Employee count, beginning               12               20                35 30                30               30               
Employee count, ending               20               35 30               30                30               30               
Employee count, average 16              28              33               30                30               30               
Net revenue per employee, average 471,209$    348,663$    811,312$      1,010,760$    1,142,159$   1,267,796$   

Dealer count, beginning 140            180            530              650               770              890              
Dealer count, ending 180            530            650              770               890              1,010           
Dealer count, average 160            355            590              710               830              950              
Net revenue per dealer, average 47,121$      27,009$      44,691$       42,708$        41,283$       40,036$       

Net revenue 7,539,336$ 9,588,238$ 26,367,655$ 30,322,803$  34,264,767$ 38,033,891$ 
Cost of goods sold 5,671,178   6,803,322   18,457,358   20,619,506    22,614,746   24,722,029   

Gross profit 1,868,158   2,784,916   7,910,296     9,703,297      11,650,021   13,311,862   
   
Selling expenses 1,419,033   1,040,481   2,768,604     3,032,280      3,083,829     2,662,372     
General and administrative expenses 775,352      2,157,498   3,955,148     4,396,806      4,797,067     4,944,406     
    Operating expenses, total 2,194,385   3,197,979   6,723,752     7,429,087      7,880,896     7,606,778     
   
Operating profit (326,227)     (413,063)     1,186,544     2,274,210      3,769,124     5,705,084     
   
Other income 123,171      203,143      100,000       100,000        100,000       100,000       
Interest income -                55,201       50,000         50,000          50,000         50,000         
Interest expense (3,657)        (93,806)      (300,000)      (500,000)       (500,000)      (500,000)      
    Non-operating income, total 119,514      164,538      (150,000)      (350,000)       (350,000)      (350,000)      
   
Pre-tax profit (206,713)     (248,525)     1,336,544     2,624,210      4,119,124     6,055,084     
   
Taxes -                800            467,791       918,474        1,441,694     2,119,279     
   
Net profit (206,713)     (249,325)     868,754       1,705,737      2,677,431     3,935,804     

  
Average shares outstanding, basic and diluted 8,031,296   32,525,814 36,200,000   36,200,000    36,200,000   36,200,000   
   
EPS, basic and diluted (0.03)$        (0.01)$        0.02$           0.05$            0.07$           0.11$           
   
Source: Tank Sports, Inc. SEC filings.
Calculations and analysis: Laguna Research Partners LLC.
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Table I-B
Tank Sports, Inc.
Income Statement, Consolidated
FY2006 A through FY2011 E
As a % of Net Revenue
(fiscal year ended 28 February)
 
  FY2006 A  FY2007 A FY2008 E FY2009 E FY2010 E FY2011 E

Net revenue 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Cost of goods sold 75.2% 71.0% 70.0% 68.0% 66.0% 65.0%

Gross profit 24.8% 29.0% 30.0% 32.0% 34.0% 35.0%
 
Selling expenses 18.8% 10.9% 10.5% 10.0% 9.0% 7.0%
General and administrative expenses 10.3% 22.5% 15.0% 14.5% 14.0% 13.0%
    Operating expenses, total 29.1% 33.4% 25.5% 24.5% 23.0% 20.0%
 
Operating profit -4.3% -4.3% 4.5% 7.5% 11.0% 15.0%
 
Other income 1.6% 2.1% 0.4% 0.3% 0.3% 0.3%
Interest income 0.0% 0.6% 0.2% 0.2% 0.1% 0.1%
Interest expense 0.0% -1.0% -1.1% -1.6% -1.5% -1.3%
    Non-operating income, total 1.6% 1.7% -0.6% -1.2% -1.0% -0.9%
 
Pre-tax profit -2.7% -2.6% 5.1% 8.7% 12.0% 15.9%
 
Tax rate 0.0% -0.3% 35.0% 35.0% 35.0% 35.0%
 
Net profit -2.7% -2.6% 3.3% 5.6% 7.8% 10.3%

Source: Tank Sports, Inc. SEC filings.
Calculations and analysis: Laguna Research Partners LLC.
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Table I-C
Tank Sports, Inc.
Income Statement, Consolidated
FY2006 A through FY2011 E
Year-on-Year Growth, Percent
(fiscal year ended 28 February)
     
  FY2006 A  FY2007 A FY2008 E FY2009 E FY2010 E FY2011 E

Net revenue 27.2% 175.0% 15.0% 13.0% 11.0%
Cost of goods sold 20.0% 171.3% 11.7% 9.7% 9.3%

Gross profit 49.1% 184.0% 22.7% 20.1% 14.3%
 
Selling expenses -26.7% 166.1% 9.5% 1.7% -13.7%
General and administrative expenses 178.3% 83.3% 11.2% 9.1% 3.1%
    Operating expenses, total 45.7% 110.3% 10.5% 6.1% -3.5%
 
Operating profit n.m. n.m. 91.7% 65.7% 51.4%
 
Other income 64.9% -50.8% 0.0% 0.0% 0.0%
Interest income n.m. -9.4% 0.0% 0.0% 0.0%
Interest expense n.m. n.m. n.m. n.m. n.m.
    Non-operating income, total n.m. n.m. 133.3% 0.0% 0.0%
 
Pre-tax profit n.m. n.m. 96.3% 57.0% 47.0%
 
Taxes n.m. 58373.8% 96.3% 57.0% 47.0%
 
Net profit n.m. n.m. 96.3% 57.0% 47.0%

Average shares outstanding, basic and diluted 305.0% 11.3% 0.0% 0.0% 0.0%
 
EPS, basic and diluted -66.7% -340.0% 96.3% 57.0% 47.0%
   
Source: Tank Sports, Inc. SEC filings.
Calculations and analysis: Laguna Research Partners LLC.
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Table I-D
Tank Sports, Inc.
Income Statement, Consolidated
FY2006 A through FY2011 E
Year-on-Year Growth, Value
(fiscal year ended 28 February)
     
  FY2006 A  FY2007 A FY2008 E FY2009 E FY2010 E FY2011 E

Net revenue 2,048,902$ 16,779,417$ 3,955,148$    3,941,964$   3,769,124$   
Cost of goods sold 1,132,144   11,654,036   2,162,148      1,995,240     2,107,283     

Gross profit 916,758      5,125,380     1,793,001      1,946,724     1,661,841     
 
Selling expenses (378,552)     1,728,123     263,677        51,549         (421,457)      
General and administrative expenses 1,382,146   1,797,650     441,658        400,261       147,338       
    Operating expenses, total 1,003,594   3,525,773     705,335        451,810       (274,118)      
 
Operating profit (86,836)      1,599,607     1,087,666      1,494,914     1,935,959     
 
Other income 79,972       (103,143)      -                   -                  -                  
Interest income 55,201       (5,201)          -                   -                  -                  
Interest expense (90,149)      (206,194)      (200,000)       -                  -                  
    Non-operating income, total 45,024       (314,538)      (200,000)       -                  -                  
 
Pre-tax profit (41,812)      1,585,069     1,287,666      1,494,914     1,935,959     
 
Taxes 800            466,991       450,683        523,220       677,586       
 
Net profit (42,612)      1,118,079     836,983        971,694       1,258,374     

Average shares outstanding, basic and diluted 24,494,518 3,674,186     -                   -                  -                  
 
EPS, basic and diluted 0.02$         0.03$           0.02$            0.03$           0.03$           
   
Source: Tank Sports, Inc. SEC filings.
Calculations and analysis: Laguna Research Partners LLC.
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Table II
Tank Sports, Inc.
Income Statement, Consolidated
FY 2007
Actual versus Estimated
(millions; fiscal year ended 28 February)

FY 2006 A Estimated* Actual** Estimated* Actual** Estimated* Actual**

Revenue 7,539,336$      11,000,000$    9,588,238$     145.9% 127.2% 3,460,664$     2,048,902$     
Cost of goods sold 5,671,178       8,200,000       6,803,322       144.6% 120.0% 2,528,822       1,132,144       
Gross profit 1,868,158       2,800,000       2,784,916       149.9% 149.1% 931,842          916,758          
    As a % of revenue 24.8% 25.2% 29.0%
Operating expenses 2,194,385       2,300,000       3,197,979       104.8% 145.7% 105,615          1,003,594       
Operating profit (326,227)         500,000          (413,063)         N.M. N.M. 826,227          (86,836)           
    As a % of revenue -4.3% 4.2% -4.3%

* Estimated by Laguna Research Partners on January 17, 2007.
** Reported by Tank Sports, Inc. on June 13, 2007.

Source: Tanks Sports, Inc. SEC filings.
Estimates and calculations: Laguna Research Partners LLC.

FY 2007 FY 2007 (% Change) FY 2007 (Value Change)
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Table III
Tank Sports, Inc.
Income Statement, Consolidated
FY 2008 E through FY 2011 E
New Estimates versus Previous Estimates
(millions; fiscal year ended 28 February)

Previous New Previous New Previous New Previous New
Estimate* Estimate Estimate* Estimate Estimate* Estimate Estimate* Estimate

Revenue 15.0$      26.4$      21.0$      30.3$      30.0$      34.3$      45.0$      38.0$      
Cost of goods sold 11.2$      18.5$      15.5$      20.6$      22.0$      22.6$      32.9$      24.7$      
Gross profit 3.8$        7.9$        5.5$        9.7$        8.0$        11.7$      12.2$      13.3$      
    As a % of revenue 25.5% 30.0% 26.3% 32.0% 26.8% 34.0% 27.0% 35.0%
Operating expenses 2.8$        6.7$        3.4$        7.4$        3.8$        7.9$        5.6$        7.6$        
Operating profit 1.1$        1.2$        2.1$        2.3$        4.2$        3.8$        6.5$        5.7$        
    As a % of revenue 7.0% 4.5% 10.0% 7.5% 14.0% 11.0% 14.5% 15.0%

* Estimated by Laguna Research Partners on January 17, 2007.

Source: Tanks Sports, Inc. SEC filings.
Estimates and calculations: Laguna Research Partners LLC.

FY 2008 E FY 2009 E FY 2010 E FY 2011 E
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Table IV-A
Tank Sports, Inc.
Income Statement, Consolidated
FQ1:06 through Most Recent
Reported
(f iscal year ended 28 February)

Fiscal year: FY2008

Fiscal quarter: FQ1:06 FQ2:06 FQ3:06 FQ4:06 FQ1:07 FQ2:07 FQ3:07 FQ4:07 FQ1:08
Fiscal quarter end: (5/31/2005) (8/30/2005) (11/30/2005) (2/28/2006) (5/31/2006) (8/30/2006) (11/30/2006) (2/28/2007) (5/31/2007)

Revenue, net 1,055,031$ 1,567,329$ 3,099,860$ 1,817,116$   2,924,907$ 3,130,003$ 1,739,835$   1,793,493$ 3,883,151$ 
Cost of goods sold 834,565      983,072      2,353,305   1,500,236     2,095,510   2,276,997   1,108,805     1,322,010   3,025,060   
   
Gross profit 220,466      584,257      746,555      316,880        829,397      853,006      631,029        471,484      858,091      
    
Selling expenses 104,246      153,250      341,392      820,145        275,065      210,285      139,565        415,566      200,201      
General and administrative exp. 234,951      276,496      423,200      (159,295)      504,238      440,058      486,841        726,361      1,140,653   
        Operating expenses, total 339,197      429,746      764,592      660,850        779,303      650,343      626,406        1,141,927   1,340,854   
    
Operating profit (118,731)     154,511      (18,037)       (343,970)      50,094        202,663      4,623            (670,443)     (482,763)     
       
Other income (expense) 8,132          (7,874)         -                  122,913        10,754        12,595        7,837            171,957      202,648      
Interest expense (147)            (976)            (631)            (1,903)          (700)            -                  (1,196)          (36,709)       (74,155)       
        Non-operating income (exp.) 8,279          (8,850)         (631)            120,716        10,054        12,595        6,641            135,248      128,493      
   
Pre-tax profit (110,452)     145,661      (18,668)       190,172        60,148        215,258      11,265          (535,196)     (354,270)     

Taxes -                  -                  -                  -                   -                  -                  800               -                  800             
 

Net profit (110,452)     145,661      (18,668)       190,172        60,148        215,258      10,465          (535,196)     (355,070)     
     
Average shares outstanding,
       basic and diluted 8,000,000   8,000,000   8,000,000   8,000,000     8,125,700   8,125,700   32,502,800   32,500,800 34,367,477 
     
EPS, basic and diluted (0.014)$       0.018$        (0.002)$       0.024$          0.007$        0.026$        0.000$          (0.016)$       (0.010)$       

Source: Tank Sports, Inc. SEC filings.   
Calculations and analysis: Laguna Research Partners LLC.
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Table IV-B
Tank Sports, Inc.
Income Statement, Selected Items
FQ1:06 through Most Recent
As a % of Net Revenue
(fiscal year ended 28 February)

Fiscal year: FY2008

Fiscal quarter: FQ1:06 FQ2:06 FQ3:06 FQ4:06 FQ1:07 FQ2:07 FQ3:07 FQ4:07 FQ1:08
Fiscal quarter end: (5/31/2005) (8/30/2005) (11/30/2005) (2/28/2006) (5/31/2006) (8/30/2006) (11/30/2006) (2/28/2007) (5/31/2007)

Revenue, net 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
Cost of goods sold 79.1% 62.7% 75.9% 82.6% 71.6% 72.7% 63.7% 73.7% 77.9%
 
Gross profit 20.9% 37.3% 24.1% 17.4% 28.4% 27.3% 36.3% 26.3% 22.1%
 
Selling expenses 9.9% 9.8% 11.0% 45.1% 9.4% 6.7% 8.0% 23.2% 5.2%
General and administrative 22.3% 17.6% 13.7% -8.8% 17.2% 14.1% 28.0% 40.5% 29.4%
        Operating expenses, total 32.2% 27.4% 24.7% 36.4% 26.6% 20.8% 36.0% 63.7% 34.5%
 
Operating profit -11.3% 9.9% -0.6% -18.9% 1.7% 6.5% 0.3% -37.4% -12.4%
 
Other income (expense) 0.8% -0.5% 0.0% 6.8% 0.4% 0.4% 0.5% 9.6% 5.2%
Interest expense 0.0% -0.1% 0.0% -0.1% 0.0% 0.0% -0.1% -2.0% -1.9%
        Non-operating income 0.8% -0.6% 0.0% 6.6% 0.3% 0.4% 0.4% 7.5% 3.3%
 
Pre-tax profit -10.5% 9.3% -0.6% 10.5% 2.1% 6.9% 0.6% -29.8% -9.1%

Tax rate 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 7.1% 0.0% -0.2%

Net profit -10.5% 9.3% -0.6% 10.5% 2.1% 6.9% 0.6% -29.8% -9.1%
 
Source: Tank Sports, Inc. SEC filings.
Calculations and analysis: Laguna Research Partners LLC.
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Table IV-C
Tank Sports, Inc.
Income Statement, Selected Items
FQ1:06 through Most Recent
Quarter-on-Quarter Growth, Percent
(f iscal year ended 28 February)

Fiscal year: FY2008

Fiscal quarter: FQ1:06 FQ2:06 FQ3:06 FQ4:06 FQ1:07 FQ2:07 FQ3:07 FQ4:07 FQ1:08
Fiscal quarter end: (5/31/2005) (8/30/2005) (11/30/2005) (2/28/2006) (5/31/2006) (8/30/2006) (11/30/2006) (2/28/2007) (5/31/2007)

Revenue, net 48.6% 97.8% -41.4% 61.0% 7.0% -44.4% 3.1% 116.5%
Cost of goods sold 17.8% 139.4% -36.2% 39.7% 8.7% -51.3% 19.2% 128.8%
 
Gross profit 165.0% 27.8% -57.6% 161.7% 2.8% -26.0% -25.3% 82.0%
 
Selling expenses 47.0% 122.8% 140.2% -66.5% -23.6% -33.6% 197.8% -51.8%
General and administrative 17.7% 53.1% n.m. n.m. -12.7% 10.6% 49.2% 57.0%
        Operating expenses, total 26.7% 77.9% -13.6% 17.9% -16.5% -3.7% 82.3% 17.4%
 
Operating profit n.m. n.m. n.m. n.m. 304.6% -97.7% n.m. n.m.
 
Other income (expense) n.m. n.m. n.m. -91.3% 17.1% -37.8% 2094.2% 17.8%
Interest expense n.m. n.m. n.m. n.m. n.m. n.m. n.m. n.m.
        Non-operating income n.m. n.m. n.m. -91.7% 25.3% -47.3% 1936.6% -5.0%
 
Pre-tax profit n.m. n.m. n.m. -68.4% 257.9% -94.8% n.m. n.m.

Tax rate 0.0% 0.0% 0.0% 0.0% 0.0% n.m. n.m. n.m.

Net profit n.m. n.m. n.m. -68.4% 257.9% -95.1% n.m. n.m.
 
Average shares outstanding,
       basic and diluted 0.0% 0.0% 0.0% 1.6% 0.0% 300.0% 0.0% 5.7%
 
EPS, basic and diluted -228.6% -113.0% -1118.7% -68.9% 251.2% -98.8% -5214.5% -39.3%

Source: Tank Sports, Inc. SEC filings.
Calculations and analysis: Laguna Research Partners LLC.
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Table IV-D
Tank Sports, Inc.
Income Statement, Selected Items
FQ1:06 through Most Recent
Quarter-on-Quarter Growth, Value
(f iscal year ended 28 February)

Fiscal year: FY2008

Fiscal quarter: FQ1:06 FQ2:06 FQ3:06 FQ4:06 FQ1:07 FQ2:07 FQ3:07 FQ4:07 FQ1:08
Fiscal quarter end: (5/31/2005) (8/30/2005) (11/30/2005) (2/28/2006) (5/31/2006) (8/30/2006) (11/30/2006) (2/28/2007) (5/31/2007)

Revenue, net 512,298$    1,532,531$ (1,282,744)$ 1,107,791$ 205,096$    (1,390,168)$ 53,658$      2,089,658$ 
Cost of goods sold 148,507      1,370,233   (853,069)      595,274      181,487      (1,168,192)   213,205      1,703,050   
 
Gross profit 363,791      162,298      (429,675)      512,517      23,609        (221,977)      (159,545)     386,607      
 
Selling expenses 49,004        188,142      478,753        (545,080)     (64,780)       (70,720)        276,001      (215,365)     
General and administrative 41,545        146,704      (582,495)      663,533      (64,180)       46,783          239,520      414,292      
        Operating expenses, total 90,549        334,846      (103,742)      118,453      (128,960)     (23,937)        515,521      198,927      
 
Operating profit 273,242      (172,548)     (325,933)      394,064      152,569      (198,040)      (675,066)     187,680      
 
Other income (expense) (16,006)       7,874          122,913        (112,159)     1,841          (4,758)          164,120      30,691        
Interest expense (829)            345             (1,272)          1,203          700             (1,196)          (35,513)       (37,446)       
        Non-operating income (17,129)       8,219          121,347        (110,662)     2,541          (5,954)          128,607      (6,755)         
 
Pre-tax profit 256,113      (164,329)     208,840        (130,024)     155,110      (203,993)      (546,461)     180,926      

Tax rate -                  -                  -                   -                  -                  800               (800)            800             

Net profit 256,113      (164,329)     208,840        (130,024)     155,110      (204,793)      (545,661)     180,126      
 
Average shares outstanding,
       basic and diluted -                  -                  -                   125,700      -                  24,377,100   (2,000)         1,866,677   
 
EPS, basic and diluted 0.03$          (0.02)$         0.03$            (0.02)$         0.02$          (0.03)$          (0.02)$         0.01$          

Source: Tank Sports, Inc. SEC filings.
Calculations and analysis: Laguna Research Partners LLC.
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Table IV-E
Tank Sports, Inc.
Income Statement, Selected Items
FQ1:06 through Most Recent
Year-on-Year Grow th, Percent
(f iscal year ended 28 February)

Fiscal year: FY2008

Fiscal quarter: FQ1:06 FQ2:06 FQ3:06 FQ4:06 FQ1:07 FQ2:07 FQ3:07 FQ4:07 FQ1:08
Fiscal quarter end: (5/31/2005) (8/30/2005) (11/30/2005) (2/28/2006) (5/31/2006) (8/30/2006) (11/30/2006) (2/28/2007) (5/31/2007)

Revenue, net 177.2% 99.7% -43.9% -1.3% 32.8%
Cost of goods sold 151.1% 131.6% -52.9% -11.9% 44.4%
 
Gross profit 276.2% 46.0% -15.5% 48.8% 3.5%
 
Selling expenses 163.9% 37.2% -59.1% -49.3% -27.2%
General and administrative 114.6% 59.2% 15.0% N.M. 126.2%
        Operating expenses, total 129.7% 51.3% -18.1% 72.8% 72.1%
 
Operating profit n.m. 31.2% n.m. n.m. n.m.
 
Other income (expense) 32.2% n.m. n.m. 39.9% 1784.4%
Interest expense n.m. n.m. n.m. n.m. n.m.
        Non-operating income 21.4% -242.3% n.m. 12.0% 1178.0%
 
Pre-tax profit n.m. 47.8% n.m. n.m. n.m.

Tax rate 0.0% 0.0% n.m. 0.0% 0.0%

Net profit n.m. 47.8% n.m. n.m. n.m.

Average shares outstanding,
       basic and diluted 1.6% 1.6% 306.3% 306.3% 322.9%
 
EPS, basic and diluted -152.9% 44.4% -113.8% -169.3% -235.1%

Source: Tank Sports, Inc. SEC filings.
Calculations and analysis: Laguna Research Partners LLC.
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Table IV-F
Tank Sports, Inc.
Income Statement, Selected Items
FQ1:06 through Most Recent
Year-on-Year Grow th, Value
(f iscal year ended 28 February)

Fiscal year: FY2008

Fiscal quarter: FQ1:06 FQ2:06 FQ3:06 FQ4:06 FQ1:07 FQ2:07 FQ3:07 FQ4:07 FQ1:08
Fiscal quarter end: (5/31/2005) (8/30/2005) (11/30/2005) (2/28/2006) (5/31/2006) (8/30/2006) (11/30/2006) (2/28/2007) (5/31/2007)

Revenue, net 1,869,876$ 1,562,674$ (1,360,025)$ (23,623)$     958,244$    
Cost of goods sold 1,260,945   1,293,925   (1,244,500)   (178,226)     929,550      
 
Gross profit 608,931      268,749      (115,526)      154,604      28,694        
 
Selling expenses 170,819      57,035        (201,827)      (404,579)     (74,864)       
General and administrative 269,287      163,562      63,641          885,656      636,415      
        Operating expenses, total 440,106      220,597      (138,186)      481,077      561,551      
 
Operating profit 168,825      48,152        22,660          (326,473)     (532,857)     
 
Other income (expense) 2,622          20,469        7,837            49,044        191,894      
Interest expense (553)            976             (565)             (34,806)       (73,455)       
        Non-operating income 1,775          21,445        7,272            14,532        118,439      
 
Pre-tax profit 170,600      69,597        29,933          (725,368)     (414,418)     

Tax rate -                  -                  800               -                  800             

Net profit 170,600      69,597        29,133          (725,368)     (415,218)     

Average shares outstanding,
       basic and diluted 125,700      125,700      24,502,800   24,500,800 26,241,777 
 
EPS, basic and diluted 0.02$          0.01$          0.00$            (0.04)$         (0.02)$         

Source: Tank Sports, Inc. SEC filings.
Calculations and analysis: Laguna Research Partners LLC.
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Table V
Tank Sports, Inc.
Balance Sheet, Consolidated
31 May 2007 versus 28 February 2007
(unaudited)

 28 February 2007 31 May 2007 $ %
Assets:

Cash and cash equivalents 2,876,915$               2,833,011$               (43,904)$           -1.5%
Accounts receivable, net 358,537                    104,449                    (254,088)           -70.9%
Prepaid expenses 236,218                    40,378                      (195,840)           -82.9%
Loans receivable 251,240                    108,026                    (143,214)           -57.0%
Related parties receivable 195,301                    2,777,569                 2,582,268         1322.2%
Inventory, net 2,161,855                 2,808,165                 646,310            29.9%
        Total, current assets 6,080,066                 8,671,598                 2,591,532         42.6%
Property, plant, and equipment 509,876                    477,277                    (32,599)             -6.4%
Loans receivable -                                146,451                    146,451            n.m.
Deposits 51,470                      167,624                    116,154            225.7%
Trademark -                                975                           975                   n.m.
Goodw ill 1,615,716                 1,615,717                 1                       0.0%
     Assets, total 8,257,128$               11,079,641$             2,822,513$       34.2%
  
Liabilties and shareholders' equity:  

 
Accounts payable and accrued expenses 700,506$                  2,416,752$               1,716,246$       245.0%
Notes payable 4,937,279                 2,171,980                 (2,765,299)        -56.0%
Taxes payable 16,502                      -                                (16,502)             -100.0%
Line of credit -                                957,971                    957,971            n.m.
Customer deposits 82,032                      -                                (82,032)             -100.0%
Loans payable -                                2,607,139                 2,607,139         n.m.
Due to aff iliate 120,000                    120,000                    -                        0.0%
Shares to be issued 1,090,000                 -                                (1,090,000)        -100.0%
     Current liabilities, total 6,946,319                 8,273,841                 1,327,522         19.1%
Loans payable 280,987                    260,864                    (20,123)             -7.2%
Due to aff iliate 1,482,114                 1,179,383                 (302,731)           -20.4%
     Long-term liabilities, total 1,763,101                 1,440,247                 (322,854)           -18.3%
     Liabilities, total 8,709,420                 9,714,088                 1,004,668         11.5%
  
Shareholders' equity:  

Common stock (authorized 200,000,000 shares,   
     $0.001 par value, 32,902,800 and 36,236,214 shares 32,903                      36,236                      3,333                10.1%
     issued and outstanding on 2/28/07 and 5/31/07, respectively
Additional paid in capital 558,797                    2,728,378                 2,169,581         388.3%
Accumulated deficit (1,043,992)                (1,399,061)                (355,069)           n.m.
     Shareholders' equity (452,292)                   1,365,553                 1,817,845         n.m.
     Liabilities and shareholders' equity, total 8,257,128$               11,079,641$             2,822,513$       34.2%
  
Calculations:

Current ratio (x) 0.88                          1.05                          19.7%
Working capital (866,253)$                 397,757$                  1,264,010$      n.m.
Long-term liabilties 1,763,101$               1,440,247$               (322,854)$        -18.3%
Working capital, net (2,629,354)$              (1,042,490)$              1,586,864$      n.m.
Long-term liabilities as % of total capitalization 134.5% 51.3% N.A.

Source: Tank Sports, Inc. SEC filings.
Calculations: Laguna Research Partners LLC.
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