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PARTI

INTRODUCTORY COMMENT

Throughout this Annual Report on Form 10-KSB the terms “we,” “us,” “our,” “bioMETRX"” and “our company” refer to
bioMETRX, Inc., a Delaware corporation, and, unless the context indicates otherwise, includes our wholly owned
subsidiaries.

FORWARD-LOOKING STATEMENTS

The discussion in this report on Form 10-KSB contains forward-looking statements that involve risks and
uncertainties. The statements contained in this Report that are not purely historical are forward-looking statements
within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities
Exchange Act of 1934, as amended, including statements regarding our expectations, beliefs, intentions or strategies
regarding the future. All forward-looking statements included in this document are based on information available to
us on the date hereof, and we assume no obligation to update any such forward-looking statements. Our actual results
could differ materially from those described in our forward-looking statements. Factors that could cause or contribute
to such differences include, but are not limited to, our unproven business model and a limited operating history in a
new and rapidly evolving industry; our ability to implement our business plan; and our ability to manage our growth,
retain and grow our customer base and expand our service offerings.

We make forward-looking statements in the “Management’s Discussion and Analysis of Financial Condition and,
Results of Operations” below. These forward-looking statements include, but are not limited to, statements about our
plans, objectives, expectations, intentions and assumptions and other statements that are not historical facts. We

generally intend the, words “expect”, “anticipate”, “intend”, “plan”, “believe”, “seek”, “estimate” and similar expressions to id
forward-looking statements.

This Report contains certain estimates and plans related to us and the industry in which we operate, which assumes
certain events, trends and activities will occur and the projected information based on those assumptions. We do not
know that all of our assumptions are accurate. In particular, we do not know what level of growth will exist in our
industry, if any, and particularly in the foreign markets in which we operate, have devoted resources and in which we
shall seek to expand. If our assumptions are wrong about any events, trends and activities, then our estimates for
future growth for our business may also be wrong. There can be no assurances that any of our estimates as to our
business growth will be achieved.

The following discussion and analysis should be read in conjunction with our financial statements and the notes
associated with them contained elsewhere in this Report. This discussion should not be construed to imply that the
results discussed in this quarterly report will necessarily continue into the future or that any conclusion reached in this
quarterly report will necessarily be indicative of actual operating results in the future. The discussion represents only
the best present assessment of management.
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ITEM 1. DESCRIPTION OF BUSINESS.

Background

The Company was incorporated on March 13, 1985, under the laws of the State of Utah with the name Univenture
Capital Corp. The Company was organized to engage in any lawful business and had no specific business plan except
the investigation, analysis, and possible acquisition of business opportunities.

On August 29, 1986, the Company acquired all of the outstanding stock of Health & Leisure Inc., a Delaware
corporation which subsequently changed its name to Entre Vest, Inc. (“Entre Vest”), in a transaction in which a
subsidiary of the Company merged with and into Entre Vest and the former stockholders of Entre Vest obtained a
controlling interest in the Company. The Company subsequently changed its own name from Univenture Capital
Corp. to Health & Leisure, Inc. and changed its state of incorporation from Utah to Delaware. Entre Vest was
incorporated on June 6, 1985, under the laws of the State of Delaware.

Pursuant to an Acquisition Agreement and Plan of Merger dated June 13, 2003 (the “Merger Agreement”), by and
among Health & Leisure, Inc (the “Registrant”); Venture Sum, Inc., a Delaware corporation and a wholly owned
subsidiary of Registrant (“Mergerco”); and MarketShare Recovery, Inc., a New York corporation, (“MKSR”), Mergerco
merged with and into MKSR, and MKSR became a wholly-owned subsidiary of the Registrant. The merger became
effective June 13, 2003, (the “Effective Date,”) however closing of the Agreement occurred on July 15, 2003.
Subsequently, Health & Leisure, Inc. filed an amendment to its certificate of incorporation and thereby changed its
name to MarketShare Recovery, Inc.

Our former subsidiary similarly named MarketShare Recovery, Inc. was incorporated in New York in November
2000. The subsidiary, MarketShare Recovery, Inc. was a provider of online direct marketing solutions for enterprises.
The solutions enabled corporations to create and deliver online direct marketing programs that drive revenue,
influence behavior and deepen customer relationships. Our solutions provided customer insight and powerful program
execution through a combination of hosted applications and technology infrastructure. As a result of new technology,
the Company found it harder to maintain and grow this business and at the end of 2004 this business was
discontinued.

On October 7, 2004, we entered into an Asset Purchase Agreement with Palomar Enterprises, Inc. (the “Agreement”).
Pursuant to the Agreement, we agreed to purchase certain assets, including certain automotive notes and contracts, a
business plan and model for an automotive financial services company and a data base of potential customers and
$150,000 in cash from Palomar in exchange for a controlling interest in us.

On November 2, 2004, by mutual agreement, Palomar and us terminated the Agreement.

In 2004, we entered into a database license agreement with 110 Media Group to use and to sublicense the use of its
database for a term of ten years for a total license fee of $45,567. For financial reporting, revenue is recognized using
the straight-line method, based upon the economic useful life of three years. At December 31, 2004, our remaining
deferred revenue of $30,378 was recognized as revenue due to the Company completing its obligations under the
agreement and we are no longer required to perform any further services nor incur any costs related to this agreement.
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On May 27, 2005, we completed a merger (“Merger”) of MarketShare Merger Sub, Inc. a wholly owned subsidiary of
the Company (“Merger Sub”’) with bioMetrx Technologies, Inc., a Delaware corporation (‘“bioMetrx Technologies™)
pursuant to the Agreement and Plan of Merger dated April 27, 2005, by and among the Company, Merger Sub and
bioMetrx Technologies (“Merger Agreement”). bioMetrx Technologies, a development stage company, is engaged in
the development of biometrics-based products for the home security and electronics market, including biometrically
enabled residential door locks, central station alarm keypads, thermostats and garage/gate openers.

On June 1, 2005 (the “Effective Date”), Merger Sub filed a Merger Certificate completing the acquisition of bioMetrx
Technologies. The consideration for the Merger was 3,554,606 restricted shares of our common stock and the issuance
of 45,507 Common Stock Purchase Warrants to the holders of corresponding instruments of bioMetrx Technologies.
The Merger was completed according to the terms of the Merger Agreement. Simultaneously with the Merger, certain
stockholders of the Company surrendered 552,130 shares of the Company’s common stock which was cancelled and
returned to the status of authorized and unissued. In addition, 75,000 shares of the Company’s common stock were
deposited by these stockholders into escrow to cover contingent liabilities, if any. As a result of the Merger, bioMetrx
Technologies was merged into the Merger Sub and became our wholly owned subsidiary.

Since the Company had no meaningful operations immediately prior to the Merger, the Merger is being treated as a
reorganization of bioMetrx Technologies via a reverse merger with the Company for accounting purposes.

The 3,554,606 shares and the shares issuable upon the exercise of 45,507 warrants issued as part of Merger to the
former bioMetrx Technologies stockholders represented approximately 90% of the total outstanding post-merger
stock.

On October 10, 2005, the Company amended its Certificate of Incorporation to change its name to bioMETRX, Inc.,
as a result, the Company’s trading symbol was changed to “BMTX"".

On March 14, 2006, the Company filed an amendment to its Certificate of Incorporation to effect a reverse split of all

of the outstanding shares of its Common Stock at a ratio of one-for-four and increase the number of authorized shares

of its Common Stock to 25,000,000 shares and decrease the par value of the Company’s common stock to $.001 per
share. Our certificate of incorporation amendment authorized the issuance of up to 10,000,000 shares of $.01 par value
preferred stock, with such designation rights and preferences as may be determined from time to time by the Board of
Directors. The Company’s trading symbol was changed to “BMRX.” The combined companies are hereinafter referred to
as the “Company” or “bioMETRX.”
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Operations

The Company, through its wholly owned subsidiaries, designs, develops, engineers and markets biometrics-based
products for the consumer home security, consumer electronics, medical records and medical products markets. The
Company’s executive offices are located in Jericho, New York.

Originally founded in 2001, bioMETRX is focused on developing simple-to-use, cost-efficient, finger-activated,
lifestyle products under the trade name smartTOUCHO. The Company’s product line includes biometrically enabled
residential locks, central station alarm keypads, thermostats, garage/gate openers, medical crash carts and industrial
medicine cabinets. Our products utilize finger recognition technology designed to augment or replace conventional
security methods such as keys, keypads, and PIN numbers.

The Company operates its business through three (3) wholly owned subsidiaries, bioMETRX Technologies Inc.,
which conducts the product engineering and design, smartTOUCH Consumer Products, Inc., the consumer-based
marketing and sales group and smartTOUCH Medical, Inc. which is designing and will market medical industry
products.

The home security industry consists of garage door manufacturers, key and lock manufacturers and central station
alarm monitoring companies, representing a $25 billion global market. bioMETRX develops market-specific products
in this area which are being sold through retailers, dealers and direct to consumers in the Unites States. The company’s
first product, the Garage Door Opener, also known as the MasterLock™ GDO powered by SmartTOUCH, will be
available through the Home Depot this summer.

The Company has also developed a finger-activated thermostat (smartSTAT) that will be marketed to the general
public as well as small box retailers, restaurant chains and small business owners. The Company’s smartSTAT
thermostat allows only authorized users the ability to access and change the HVAC settings, after they have been
authenticated by placing their finger on a sensor built into the device. This provides consumers and small business
owners complete control over the heating and cooling settings within their homes or business establishments by
preventing unwanted tampering and hence offers direct energy and cost savings benefits, without the need to install a
cumbersome, ineffective security box around the thermostat.

The Company is presently completing some software enhancements on its smartSTIK product and will soon
commence distribution and fulfillment of on-line orders. At this point we cannot offer a specific date or assurances
that the release of the product will result in any meaningful revenues.

The Company is also developing technology for the medical products market. Currently, devices such as medical
crash carts, rolling medicine drawers and cabinets and medical tool supply bins are either accessible in a hallway of a
hospital or require medical personnel to enter a 4-digit PIN code to unlock these products. The Company is
developing technology to secure these items while simplifying the procedure so that the proper medical personnel can
access them quickly when necessary.
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bioMETRX, to date, has introduced its products and services commercially and is considered an entry level market
vendor of consumer-based biometric products. bioMETRX has limited assets, significant liabilities and limited
business operations. To date, activities have been limited to organizational matters, development of its products and
services and capital raising.

Management’s plan of operations for the next twelve months is to raise additional capital, complete further
development of its product line and commence marketing the Company’s products and services through its disparate
distribution channels. The Company has recently executed a licensing agreement as well as a
co-marketing/co-development agreement with MasterLock™ for its garage door opener and other products whereby the
garage door opener will be marketed under the MasterLock™ brand and the companies will jointly undertake
development of new products. The Company expects it will require $8,000,000 - $10,000,000 over the next 12 months
to accomplish these goals and expects to be financed by the private sale of its securities and lines of credit with
commercial banks for continuous manufacturing output of its products. The Company has initiated production of its
garage door openers and it is estimated that delivery will commence incrementally in mid to late first quarter though
exact delivery dates are still uncertain. As the Company has no lines of credit with its contract manufacturer at this
point, it will necessitate the requirement for advance purchase of components. Further as Company will replenish
orders and maintain inventories, it will require additional financing until it is internally generating positive cash flow.
Although the Company has retained the services of an investment banker, there are no firm commitments on anyone’s
part to invest in the Company and if it is unable to obtain financing through the sale of its securities or other financing,
the Company’s products and services may never be commercially sold. The Company though expecting to receive
revenues within the first quarter of 2007 does not expect to be profitable in 2007 and cannot reasonably insure that it
will be cash flow positive during this period. The Company’s balance sheet continues to reflect negative shareholder
equity and for the foreseeable year will be solely reliant on the attraction of additional equity in order for it to reflect
shareholder equity unless revenues should exceed expectations for the current market ready products or other products
planned for release during this fiscal year 2007. Should the Company prevail in its efforts to attract capital and fulfill
its delivery requirements of its initial orders, it will require strict budget adherence in order to manage the many
demands for capital.

Current Market Outlook - Target Markets/Applications

There is a unique opportunity in the consumer electronics market for the incorporation of biometrics technology in
multiple devices, requiring personal identification or key access. Two current examples are biometrically secured
laptops (IBM-Lenovo Thinkpad) and cell phones (Samsung SCH370). Prospective home/office security and
electronics devices includes the introduction of “biometric” access controls on anything that presently requires a key,
keypad or Personal Identification Number (“PIN”). bioMETRX is the first company to offer biometric security and
electronics products for the home consumer market at any significant level.
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We are focused on developing simple to use, cost efficient, finger activated consumer electronics products principally
under the trade name “smartTOUCHO”. Our current and prospective consumer products include biometrically enabled
and secure residential garage/gate door openers/locks, central station alarm pads and thermostats.

Product Offerings

smartTOUCHO products allow a person to open a door, or set an alarm or thermostat simply by placing a finger upon
a sensor chip, the size of a postage stamp. smart TOUCHO products are designed to simplify access, while
substantially increasing the security level of the systems used for such purposes. Our smartTOUCHO products use
one-to-one biometrics matching authenticated systems embodied in its products. The bioMETRX patent-pending
system includes a hand held universal programmer designed to control access to the administrative functions of each
smartTOUCHO device. All smartTOUCHO products are designed to work with this universal programmer, and
permit up to twenty (20) authorized users to be enrolled. Our system allows two types of users, an access user who can
only operate the smart TOUCHO device, and an administrative user who can operate and also add or delete other
users.

Consumer Products

smartTOUCHO Garage Door Opener

As a result of the licensing agreement with the MasterLock™, the smart TOUCHO Garage Door Opener (GDO) will be
marketed as MasterLock™ Garage Door Opener powered by smartTOUCH. The GDO is a weatherproof, shockproof,
tamper resistant, garage door opener switch that allows a homeowner to control the opening of a garage door with a
touch of a finger. The garage door opener originally a hardwired unit, has been redesigned to be wireless and works
universally with any manufacturer’s opener mechanism. The GDO is designed specifically to withstand the elements
for years of reliable service and dependability. The homeowner’s finger is used to activate the garage door opening
mechanism.

The GDO unit is programmed using a proprietary handheld programmer that was designed by the Company to
program the complete range of smartTOUCH products. The programmer simply plugs into the main Sensor Unit and
initiates a series of simple prompts on the menu screen, allowing the GDO to be programmed quickly and easily.

In developing a wireless biometric version of the smartTOUCH GDO unit, thus removing the need for a hard-wired
connection between the Sensor unit and Relay, we have made the GDO system easier to install and more secure, as
the unit transmits data using die code hopping encryption . In addition, future versions of the wireless GDO will allow
the unit to communicate with a device such as a cell phone or other alternative wireless remote. The need for
biometric authentication to operate the GDO will eliminate the possibility of a criminal using a frequency descrambler
to open the garage door. Our wireless technology is being designed to actually transmit the user’s information that is
authenticated at the remote device first, then transmitted to the receiver located on the garage door frame for
re-authentication. We call this feature our “Failsafe Authentication Process” (“FAP”).
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Although market data on the use of automatic garage door openers is limited, management estimates that there are 30
million homes in the United States equipped with automatic garage doors. For many families, the automatic garage
door opener has made the garage door the most frequently used door for entering and exiting the home. Consequently,
there is a large potential market for the smartTOUCHO Garage Door Opener which meets the consumer need for
security and convenience combined. We have filed our initial patent for this device with the United States Patents and
Trademark Office in March 2004 and the patent was granted in January 2007 for the design of the biometric electronic
garage door opener device.

During the quarter ended March 31, 2006 we received an initial purchase order for our smart TOUCHO Garage Door
Opener and purchase orders were subsequently modified in January 2007 in the amount of 17,340 units from The
Home Depot. Delivery of the order is scheduled for late spring 2007. As a result of its co-marketing agreement with
MasterLock™, the GDO will be marketed under the name of MasterLock™ GDO powered by smartTOUCH™. The
company has received numerous inquiries from other home improvement and consumer electronic retailers and is
making every effort to meet with these other retailers.

The Company has had discussions with garage door manufacturers with the objective of providing the Company’s
product as an additional option to their standard garage door openers. In addition, following numerous inquiries, we
have begun to establish a National Dealer Network, with the introduction of our proTOUCH Dealer Program. Our
products are also available on the Company’s website. To date, the Company has received approximately 1,200 on-line
orders for its garage door opener unit.

We are currently initiating manufacturing of the garage door opener unit with a third party contract manufacturer
located in the United States with manufacturing operations in China, who will be providing turn-key manufacturing
services. We have also established a credit facility with our major component supplier.

smartSTATO Thermostat

Every residential, commercial and industrial building is equipped with at least one thermostat. Typically, thermostats
can be adjusted by children, housekeepers, employees, guests and even strangers, which can cost the homeowner or
business owner hundreds, if not thousands, of dollars per year in lost energy costs due to unauthorized operations.
Currently, the only security device available for thermostats is a clear plastic “lockbox” that fits over the thermostat.
These boxes are used in a number of different buildings, including, but not limited to, shopping malls, apartment
buildings office buildings, restaurants and factories. They are cumbersome and ineffective deterrents. In fact, these
lockboxes are usually broken or simply ripped off the wall.

The smartSTATO Thermostat allows business owners/homeowners complete and secure control of the building’s
heating and cooling system without having to invest tens of thousands of dollars in computer-based HVAC systems.
By programming the smartSTATO Thermostat, only those individuals with authority to change the temperature can
access the thermostat menus and functions. The Company, in its continuing efforts to protect its intellectual property,
has acquired the rights to a patent protecting the biometric application of an electronic thermostat.
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smartSTATO Thermostats are designed to the same operational standards as currently available electronic
programmable thermostats. The smartSTATO Thermostat is the Company’s second product to market. The
smartSTATO Thermostat will have a suggested retail price of $189.00.

Management estimates that approximately 10 million thermostats are sold in the United States annually, 45% of which
are electronic models, either programmable or non-programmable. Management expects that there will be an increase
in the sale of electronic thermostats as several states enact laws addressing the sale and disposal of mercury-based
thermostats, some are even offering rebate programs to consumers that replace mercury thermostats with new
energy-efficient programmable models.

The Company intends to manufacture approximately one thousand (1,000) thermostat units for two programs. One
program will be designed for commercial applications and the Company has had several discussions with a number of
restaurant chains who have expressed interest in participating in the program. The second program will be designed
for residential use. The Company anticipates that these programs will commence within the next six months.

smartSTIK™ USB Flash Drive

USB flash drives are compact and easy-to-use flash memory data storage devices integrated with a USB interface.
USB devices are utilized for personal data storage and portable desktop computing. Rather than carrying bulky disks
that may not be read by certain devices or trusting email to transfer important or confidential files or pictures, a USB
flash drive offers a simple, portable means of securely storing data. Common applications range from consumers
using USB flash drives to transport digital music, pictures and videos, to the transportation of sensitive data such as
banking information, personal PIN numbers, and corporate documents.

The common problem with current USB flash devices is that, if lost or stolen, the data on the device is not protected
and can be accessed by unauthorized users. bioMETRX has developed smartSTIK™, a secure USB flash drive that has
the capacity to securely store 1 to 2 GB of data. All files saved on the drive are protected by a biometric finger sensor
embedded in the flash drive, which requires a recognized finger swipe from an authorized user to access the data
stored. None of the data stored on the smartSTIK™ can be viewed or edited until biometric recognition is achieved
through successful finger scanning. This protects the integrity and confidentiality of the information stored in the
drive, while still offering the convenience and ease of use of traditional USB flash drives. We expect that our
smartSTIK USB flash drive will retail for approximately $69.95.
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smartGATEO Automatic Gate Opener

The smartGATEO Automatic Gate Opener serves a similar function as our garage door opener, as it allows
homeowners and employees who gain access to their premises or place of business through either drive-through or
walk-through security gates, easy, simple to use access with just a touch of a finger. Automatic gates work on the
same principles as mechanized overhead garage door units. Many residences and businesses that use security gates use
some sort of digital keypad, or universal “clicker” to open the gate from outside the premises.

The smartGATEO Automatic Gate Opener is designed similarly to our garage door opener, except that it is housed in
a weatherproof box that is usually an aftermarket product, purchased through gate installation companies. Our
automatic gate opener is designed to fit conveniently into most vendors weatherproof containers designed for
automatic gate opener units. While presently targeted for high-end residential installations, this unit will be
re-engineered to meet the prospective needs of gated communities and moderate traffic commercial users.

Although market data is not readily available for this product, our own market analysis and information gathered
through membership in industry organizations indicates large potential for the sale of this product for both residential
and commercial use. These products will be marketed through traditional retail channels, as well as through
contractor/installer channels.

Other smartTOUCHO Consumer Products

The smartTOUCHO line of products under development includes a biometric deadbolt, smartLOCKO for use on
residential doors, a biometric vehicle access and ignition system and a biometrically enabled home alarm/central
station alarm keypad smart ALARMO that will be designed to communicate directly with home monitoring systems.

smartTOUCH™ Medical

We are also developing products for the healthcare industry. Government legislation surrounding the integrity,
confidentiality and privacy of patient data was enacted under HIPAA. HIPAA requires the healthcare industry to
restructure current information technology (“IT”) infrastructures and methods. We are developing biometrics products
and solutions for end users, as well as enabling biometric technology for original equipment manufacturers (“OEMs”)
and application developers to incorporate into their offerings, to assist healthcare organizations working towards
meeting these legislative demands, while increasing efficiencies and user convenience and lowering overall
administrative costs and risks associated with passwords, PINs and keys. To that end, the Company is working on a
number of prospective medical products, some of which are expected to be available by late 2007. These products,
which will incorporate biometric protection, include a series of medical crash carts, rolling medicine carts, fixed
medicine and supply cabinets and a portable patient medical record system that integrates digital medical records with
biometrics-based technology. In January 2007 the Company acquired a patent for the biometric storage and retrieval
of an electronic medical record.
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Intellectual Property

The Company currently owns three patents and has one patent pending, all of which incorporate the biometric design
and/or architecture used within our smartTOUCH products. The Company’s design patent, application number
29/252,518 for our biometric keypad was recently granted and we are awaiting the issuance of a patent number from
the USPTO. In December the Company acquired patent number 6,042, 005 for a Personal Identification System
incorporating biometric authentication for Personal and Medical Information. In March 2007, the Company acquired
patent number 6,644,557 for a biometric access controlled thermostat system. In addition, the Company is seeking
patents on its system that utilizes a combination of software and hardware into an architecture that allows the
offloading of all of the administrative functionality for any biometric device. By off loading the administrative
functionality, the Company’s products can be smaller and hence more compatible with multiple consumer applications.
In addition, this function enables the products to comply with and connect to any OEM’s equipment specifications.

The Company also seeks to protect its trademarks and branding and consequently has filed with the USTC for the
following marks: “powered by smartTOUCH?”, “smartALARM”, “smartGDO”, “smartCART”, “smartGATE”, “smartLOCK”,
“smartSTART”, “smartSTAT” and “smartSTIK”.

Wherever possible we seek to protect our inventions through filing U.S. patents and foreign counterpart applications
in selected other countries. Because patent applications in the U.S. are maintained in secrecy for at least eighteen
months after the applications are filed and since publication of discoveries in the scientific or patent literature often
lags behind actual discoveries, we cannot be certain that we were the first to make the inventions covered by each of
our issued or pending patent applications or that we were the first to file for protection of inventions set forth in such
patent applications. Our planned or potential products may be covered by third-party patents or other intellectual
property rights, in which case continued development and marketing of the products would require a license. Required
licenses may not be available to us on commercially acceptable terms, if at all. If we do not obtain these licenses, we
could encounter delays in product introductions while we attempt to design around the patents, or could find that the
development, manufacture or sale of products requiring these licenses is foreclosed.

We may rely on trade secrets to protect our technology. Trade secrets are difficult to protect. We seek to protect our
proprietary technology and processes by confidentiality agreements with our employees and certain consultants and
contractors. These agreements may be breached, we may not have adequate remedies for any breach and our trade
secrets may otherwise become known or be independently discovered by competitors. To the extent that our
employees or our consultants or contractors use intellectual property owned by others in their work for us, disputes
may also arise as to the rights in related or resulting know-how and inventions.
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Manufacturing

We do not own any manufacturing facilities and have been negotiating with, and are now working with a third party
contract manufacturer, RDI, Inc. (“RDI”), to manufacture our garage door opening units. RDI is located in the United
States and has overseas capabilities which mitigate the production costs,. As the need arises, we plan to either contract
additional contract manufacturers or license our technology to third party manufacturers to incorporate into their
products. Each decision will depend on demand, our available cash resources and our ability to access expertise.

Marketing

The primary target market for our marketing effort of our home security and electronics products will be consumers
and hardware security and device manufacturers. bioMETRX has established marketing initiatives by developing
channel distribution through retailers, development partner's, authorized dealers and original equipment manufacturers
and solutions-based companies.

An initial pilot program was implemented to test the consumer market for response as to the acceptance and use of the
smartTOUCH™ line of home security products. Feedback from the “test” families demonstrates that our products are
consumer friendly and competitively priced. The first product tested was our garage door opener. The reports indicate
that most every family member enrolled into the devices now use the garage as their main access point to their homes.
The families seem to end up relying on our product since it is easy to operate. The units have had no material
operational problems and have been subjected to temperatures well below zero and various snow and ice storms with
no problems.

The Company will market its products through three (3) distinct sales channels, (i) vendors/installers, (ii) Retailers,
and (iii) direct internet sales. The Company’s first product to be introduced to the pubic will be its garage door opener.
The Company, through its membership in the Door Access Systems Manufacturing Association (“DASMA”) and the
International Door Association (IDA) has access to most garage door vendors/installers. The Company has
commenced an e-mail campaign to recruit these installers, has begun taking pre-orders and in the near future will
begin a training program for each vendor/installer. The Company offers three levels of participation in this program,
corresponding to the level of sales volume generated by each vendor/installer.

The Company has entered into a development and co-marketing agreement with MasterLock™ which will also allow the
Company to access their distribution channels and co-brand with the trusted name of MasterLock™.

The Company will also market its products to large do-it-yourself retail chains. To date, the Company has received an
initial purchase order from The Home Depot for 17,340 units. The Company also intends on private labeling its

products for large retail chains.
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The Company also offers its products through direct Internet sales. The Company’s garage door opener was recently
featured on a home improvement television show, which has generated approximately 1,100 Internet orders. The
Company will seek other forms of media coverage to market its products directly to the consumer.

Competition

The markets for our products and solutions are extremely competitive and are characterized by rapid technological
change as a result of technical developments exploited by competitors, the changing technical needs of the customers,
and frequent introductions of new features. We expect competition to increase as other companies introduce products
that are competitively priced, that may have increased performance or functionality, or that incorporate technological
advances not yet developed or implemented by us. In order to compete effectively in this environment, we must
continually develop and market new and enhanced products at competitive prices, and have the resources to invest in
significant research and development activities. There is a risk that we may not be able to make the technological
advances necessary to compete successfully. Existing and new competitors may enter or expand their efforts into our
markets, or develop new products to compete against ours. Our competitors may develop new technologies or
enhancements to existing products or introduce new products that will offer superior price or performance features.
New products or technologies may render our products obsolete.

Employees

As of December 31, 2006, the Company has 8 full time employees and no part time employees. The Company expects
that it will hire at least 4 more key people over the next 6 months. We believe our employee relations are satisfactory.

ITEM 2. PROPERTIES

We operate our business in leased facilities. We occupy two offices with approximately 3,900 square feet in an office
building in Jericho, New York. Our rent for this space is $8,900, plus utilities, per month. The Company’s lease for this
space expires on January 31, 2009. The Company believes this space is adequate for its needs.

ITEM 3. LEGAL PROCEEDINGS

On November 16, 2006, the Company was the subject of a complaint filed in the Supreme Court of New York State,
County of Nassau (Index No. 019475-06) by Intellicon seeking final payment of $20,000 plus accrued interest for
engineering design services performed for the Company. The Company answered and counter-claimed on January 5,
2007 asserting damages of $25,000 incurred then and continuing to incur to remedy design defects performed by
Intellicon. The Company intends to vigorously defend its position in this claim.

On March 7, 2007 the Company’s subsidiary, bioMETRX Technologies Inc. became the subject of a complaint filed
by Frank Giannuzzi, the former Chief Financial Officer and Sante Santopadre, a former consultant with whom it had
previously had severed its business relationship. The complaint was filed in the Supreme Court of the State of New
York, County of Nassau (Index No. 07-004088). The plaintiffs allege damages arising from certain inducements
which were relied upon to their detriment.
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The Company considers these allegations to be baseless and without merit and expects to file a Motion to Dismiss
both claims of both plaintiffs and intends to vigorously pursue damages in the course of its defense of this complaint
and other previous acts of the plaintiffs.

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

There were no matters submitted to the Company’s security holders for a vote during the course of the fourth quarter of
this fiscal year.
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PART II

ITEM 5. MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MATTERS.
Market Information

Our common stock has been quoted on the OTCBB under the symbol BMRX since March 16, 2006. Prior to that, the
Company traded under the symbol BMTX and prior to that the Company’s common stock traded under the symbol
MKSH. The following table sets forth, for the periods indicated, the high and low sales prices per share of common
stock as reported on the OTCBB. These quotations reflect interdealer prices, without retail markup, markdown or
commission and may not necessarily represent actual transactions:

2004
High Low
COMMON STOCK
First quarter $ 12.00 $ 3.36
Second quarter $ 9.60 $ 1.49
Third quarter $ 2.64 $ 1.20
Fourth quarter $ 1.39
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