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PART I - FINANCIAL INFORMATION

                            NIGHTHAWK SYSTEMS, INC.
                      CONDENSED CONSOLIDATED BALANCE SHEET
                                  JUNE 30, 2006

        ASSETS

Current assets:
     Cash                                                                            $    18,713
     Accounts receivable, net of allowance for doubtful accounts of $456                 156,311
     Inventories                                                                         137,842
     Prepaids                                                                            690,115
                                                                                     ------------
               Total current assets                                                    1,002,981
                                                                                     ------------

Furniture, fixtures and equipment, net                                                    19,918
Intangible and other assets                                                               19,548
                                                                                     ------------
                                                                                     $ 1,042,447
                                                                                     ============

      LIABILITIES AND STOCKHOLDERS' DEFICIT

Current liabilities:
    Accounts payable                                                                 $   249,429
    Accrued expenses                                                                     306,479
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    Line of credit                                                                        19,792
    Notes payable:
        Related parties                                                                   13,471
        Other                                                                            340,439
                                                                                     ------------
               Total current liabilities                                                 929,610
                                                                                     ------------

Long-term liabilities:
   Convertible debt                                                                    2,539,983
                                                                                     ------------
Commitments and contingencies

Stockholders' deficit:
    Preferred stock, $0.001 par value; 5,000,000 shares authorized; 5,000 issued
    and outstanding; liquidation preference                                          $         -
    Common stock; $0.001 par value; 200,000,000 shares authorized;
    71,452,553 issued and outstanding                                                     71,453
    Additional paid- in capital                                                        7,500,641
    Accumulated deficit                                                               (9,999,240)
                                                                                     ------------
               Total stockholders' deficit                                            (2,427,146)
                                                                                     ------------
                                                                                     $ 1,042,447
                                                                                     ============
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