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PART I
CAUTIONARY STATEMENT REGARDING
FORWARD-LOOKING INFORMATION
Under the Private Securities Litigation Reform Act of 1995, companies are provided with a “safe harbor” for making
forward-looking statements about the potential risks and rewards of their strategies. Forward-looking statements often

include the words “believe,” “expect, estimate” or similar expressions. In this Form 10-]
forward-looking statements also include:

LN 99 ¢c:

anticipate,” “intend,” “plan,

29 ¢

- statements about our business plans;
- statements about the potential for the development and public acceptance of new products;
- estimates of future financial performance;
- predictions of national or international economic, political or market conditions;
- statements regarding other factors that could affect our future operations or financial position; and
- other statements that are not matters of historical fact.

These statements may be found under “Management’s Discussion and Analysis or Plan of Operations” and “Description
of Business” as well as in this Form 10-KSB generally. Our ability to achieve our goals depends on many known and
unknown risks and uncertainties, including changes in general economic and business conditions. These factors could
cause our actual performance and results to differ materially from those described or implied in forward-looking
statements.

These forward-looking statements speak only as of the date of this Form 10-KSB. We believe it is in the best interest
of our investors to use forward-looking statements in discussing future events. However, we are not required to, and
you should not rely on us to, revise or update these statements or any factors that may affect actual results, whether as
a result of new information, future events or otherwise. You should carefully review the risk factors described in other
documents we file from time to time with the Securities and Exchange Commission, and also review our Quarterly
Reports on Form 10-QSB.

ITEM 1. DESCRIPTION OF BUSINESS

Business Development.

Element 21 Golf Company (the “Company,” “E21,” “we,” “us” or terms of similar meaning) was originally formed as OIA
Inc., a Delaware corporation, in 1986. In 1992, the Company changed its name to Biorelease Corp., and was engaged

in the business of biotechnology from 1992 through 1995. From mid-1995 through September 2001, the Company
sponsored a number of early-stage ventures. In June 2001, the Company changed its name from Biorelease Corp. to

BRL Holdings, Inc.

Effective November 9, 2001, we acquired 100% of the outstanding common stock of AssureTec Systems, Inc., a
Delaware corporation (“Systems”), in a stock-for-stock transaction. We issued 6,354,000 shares of restricted common
stock and converted outstanding options to acquire 4,750,000 shares of Systems common stock into options to acquire
4,750,000 shares of the Company’s common stock.
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On April 1, 2002, we exchanged 2,852,000 shares of Systems common stock that had been issued in connection with
the Systems acquisition for 5,704,000 shares of our common stock, from substantially all the founders and consultants
from whom our interest in Systems was initially acquired. In addition, options to acquire 4,750,000 shares of our
common stock then held by these individuals were cancelled. As a result of these transactions and the issuance of
additional shares of Systems to employees upon the exercise of stock options, our ownership of Systems decreased to
34.2% of Systems as of June 30, 2003.

On June 12, 2002 we incorporated Tech Ventures, Inc. (now named AssureTec Holdings, Inc. or “AssureTec”) and
transferred all our assets and liabilities to AssureTec in exchange for 100% ownership of AssureTec common stock.
At that time, our only business was the business of AssureTec.

Effective October 3, 2002, [Note 1 to financials says Sept, 2002 - which is it?] we acquired 100% of the outstanding
common stock of Element 21 Golf Company, a Delaware corporation (“Element 217), in exchange for 42,472,420
restricted shares of our common stock (“the Acquisition”). We also converted options to acquire 6,432,000 shares of
Element 21 common stock into options to acquire 6,432,000 shares of our common stock. This Acquisition has been
accounted for as a “reverse” acquisition using the purchase method of accounting, as the shareholders of Element 21
owned a majority of the outstanding stock of our Company immediately following the Acquisition. Following the
Acquisition, we changed our name to Element 21 Golf Company.

We now own approximately 5.1% of the issued and outstanding stock of AssureTec, which, as a result of a share
exchange with the prior stockholders of Systems, now owns 100% of the outstanding stock of Systems. We have
agreed to distribute these shares on a pro rata basis to our shareholders of record as of October 4, 2002 (excluding
shareholders who received shares of our common stock in connection with the Acquisition). We anticipate that this
distribution will occur as soon as possible after all appropriate documentation has been prepared and filed with the
Securities and Exchange Commission.

During the fiscal year of 2006, the Company issued an aggregate of 12,143,313 shares of common stock to consultants
as payment for services rendered.

Recent Events

On July 31, 2006 (the “Initial Closing Date”), the Company agreed to a $4 million equity financing by entering into two
Series B Convertible Preferred Stock Subscription Agreements (each a “Subscription Agreement” and collectively the
“Subscription Agreements”) with each of Clearline Capital, LLC and Vladimir Goryunov (each a “Purchaser” and
collectively, the “Purchasers”). Each Subscription Agreement provides for the sale by the Company to the applicable
Purchaser of 117,648 shares of the Company’s Series B Convertible Preferred Stock, par value $0.10 per share (the
“Series B Preferred Stock™), and warrants to purchase an aggregate of 17,647,059 shares of the Company’s common
stock, in exchange for and in consideration of an aggregate investment by each Purchaser of $2 million in cash (each
Purchaser’s “Investment Amount”), which amount is to be invested by each Purchaser in two equal $1 million
installments, the first of which occurred on the Initial Closing Date and the second of which will occur at a subsequent
closing to occur on or before November 30, 2006 (the “Subsequent Closing”, and the date of such Subsequent Closing,
the “Subsequent Closing Date”); provided that the Company satisfies the necessary condition precedent to the
Subsequent Closing as described below.

On the Initial Closing Date, each Purchaser invested $1 million in the Company in return for 58,824 shares of Series B
Preferred Stock and two warrants (the terms of which are more fully described below) to purchase an aggregate of
8,823,530 shares of common stock. The Subscription Agreements obligate each Purchaser to invest the remaining $1
million of its Investment Amount (each Purchaser’s “Additional Investment Amount”) in the Company no later than
November 30, 2006, subject only to the Company converting at least 80% of the aggregate outstanding principal
amount evidenced by those certain convertible promissory notes issued by the Company between February 2006 and
July 31, 2006 (collectively, the “Promissory Notes”) into shares of common stock prior to the Subsequent Closing Date.
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In exchange for each Purchaser’s Additional Investment Amount, the Company will issue to each Purchaser an
additional 58,824 shares of Series B Preferred Stock and two additional warrants (the terms of which are more fully
described below) to purchase an aggregate of an additional 8,823,529 shares of common stock.
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On the Initial Closing Date the Company granted each Purchaser (i) one warrant to purchase 3,750,000 shares of
common stock at an exercise price of $0.22 per share in the event the warrant is exercised on or prior to July 31, 2007,
and $0.28 per share in the event the warrant is exercised on or after August 1, 2007, and (ii) one warrant to purchase
5,073,530 shares of common stock at an exercise price of $0.28 per share (each an “Initial Warrant”, and collectively,
the “Initial Warrants”). Assuming that the conditions precedent to the Subsequent Closing are satisfied, on the
Subsequent Closing Date, the Company will grant each Purchaser (i) one additional warrant to purchase 3,750,000
shares of common stock at an exercise price of $0.22 per share in the event the warrant is exercised on or prior to July
31, 2007, which increases to $0.28 per share in the event the warrant is exercised on or after August 1, 2007, and (ii)
one additional warrant to purchase 5,073,530 shares of common stock at an exercise price of $0.28 per share (each a
“Subsequent Warrant”, collectively, the “Subsequent Warrants™ and collectively with the Initial Warrants, the “Warrants”).
The Warrants expire on January 31, 2009. The exercise prices of the Warrants are subject to adjustment in the event of
certain dilutive issuances, stock dividends, stock splits, share combinations or other similar recapitalization events.
The Warrants may only be exercised by the payment of the applicable exercise price to the Company in cash, no
cashless exercise is permitted. The terms of the Initial Warrants and the Subsequent Warrants are identical.

Business of the Issuer

Element 21 was formed on September 18, 2002 to acquire partially-developed golf technology and to design, develop
and bring to market golf club shafts and golf heads made from a patented scandium alloy exclusively licensed to the
Company (the “E21 Alloy”). The active ingredient in the E21 Alloy is Scandium, which is element No. 21 in the
Periodic Table of Elements. E21 Alloy shafts are believed to exhibit properties that out-perform titanium with a higher
strength-to-weight ratio of up to 25% and a specific density advantage of 55%. The E21 Alloy is lighter, stronger and
more cost effective than titanium. This advanced metal technology was originally developed in the former Soviet
Union for military applications during the 1970s. Scandium alloys have been used in intercontinental ballistic

missiles, jet aircraft, the Mir space station and most recently, in the International Space Station. The Company is
attempting to commercialize Scandium’s use in golf shafts and golf heads. During the past year, we solidified our sales
and marketing strategies and initiated an international public relations event that has generated coverage in over 100
publications worldwide. Our team was bolstered by the hiring of addition golf executives, including industry veteran
Bill Dey, who was hired to run the company’s golf program. E21’°s Eagle One shafts made their first appearance on the
PGA Tour and were tested by a large number of PGA Tour professionals and are now in play on the tour on regular
basis. In addition, the Company received over 150 applications to distribute E21 golf equipment.

In September, 2002, Element 21 acquired from Dr. Nataliya Hearn, our current Chief Executive Officer, and David
Sindalovsky, a consultant to the Company (the “Assignors”), the exclusive right to use, produce and sell the E21 Alloy
for golf club shafts and golf heads. Although these rights do not cover all mixes of scandium alloy, the Company
believes that any scandium alloy outside the range of its patent-protected rights cannot be used to produce golf club
shafts or heads in an economically feasible manner. Upon completion of the Acquisition, the previous officers and
directors of the Company resigned and Dr. Hearn became the Company’s President/ CEO and a Director and Jim
Morin and Gerald Enloe also became Directors. Mr. Morin also served as Vice President and Chief Financial Officer
of the Company prior to his resignation from the Board on July 31, 2006.

3
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To date, the Company has operated solely through strategic consultants and without full-time employees. Consultant
Nataliya Hearn, PhD, who is our CEO and President, is based in Toronto, Canada, and oversees the Company’s
engineering, alloy supply and production. Consultant David Sindalovsky is responsible for material sourcing,
manufacturing and production path developments, and supervising the engineering and design of the golf club
components. Bill Dey, who joined the Company in January, 2006, as Executive Vice President and General Manager,
is an accomplished golf industry executive who has been involved in the industry since the late 1980’s. John Grippo, a
consultant to the Company who was appointed as the Company’s Chief Financial Officer in March, 2006, has over 15
years experience as a CFO for public and private companies ranging in size up to $250 million in annual revenues.
This past year, the Company also retained the services of Mark Myrhum as Senior Designer. Mr. Myrhum has been
providing club design solutions to the golf industry for more than 15 years. Golf clubs designed by Mr. Myrhum have
been played by U.S. and British Open champions, Masters and PGA champs, top-ranked PGA players and leading
LPGA and Senior PGA money winners. After an 8-year career as the Principle Engineer and Chief Designer for
Wilson Golf, Mark Myrhum started MCM Golf, Inc. in 1996. His clients have included Wilson Sporting Goods,
McHenry Metals, Carbite Golf, MasterGrip, Tour Edge and others. After earning a Bachelors of Science degree in
Engineering Mechanics from the University of Wisconsin-Madison, Mr. Myrhum's career began at NASA Ames
Research Center and the Goodyear Tire and Rubber Company. Consultant Howard Butler, PhD, is one of the world’s
leading golf designers. Dr. Butler has done extensive design work on the various types of clubs incorporating the
Company’s advanced scandium technology as well as laboratory testing and informal player testing and assessments.
Consultant Stephen Meldrum has 17 years senior executive experience in international sales and licensing, and is
handling investor relations for the Company.

Additionally, several sales executives have been retained as consultants tasked with business development and
building retail distribution channels. Professional player relations are handled by Andy Harris.

The Company believes that this structure is advantageous because it allows the Company to avoid having large
marketing, administrative and development organizations in order to be responsive to fluctuations in the marketplace
that have plagued other start-up golf companies.

The Company has a strategic supply agreement with an affiliate of Kamensk-Uralsky Metallurgical Works Joint Stock
Company, located in a number of locations in Russia, also known as OAO KUMZ. Under this agreement,
concentrated scandium will be produced to the specification of the Company by the KUMZ affiliate. KUMZ will also
transfer the latest innovations in scandium alloys to the Company as they become available. KUMZ is a
well-established, diversified producer of aluminum, aluminum alloys and products for aerospace, shipbuilding,
automotive, and other industries. KUMZ is also the world’s largest facility specializing in scandium alloy products.
Work in scandium initially began 20-25 years ago with the development of scandium aerospace alloys for fighter
aircraft.

The second strategic partner of the Company is Yunan Aluminum, which is in the business of manufacturing precision
tubing for outdoor recreation and sporting markets. Yunan Aluminum was established in 1979 in South Korea, and
now manufactures, for parties other than the Company, about 80,000 pounds per month of high quality products made
of high strength aluminum alloys. In August 2003 the company reached an agreement with Yunan Aluminum to
produce E21 Alloy golf shafts and club components exclusively for the Company in South Korea.

4
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Pan Osprey, a Chinese manufacturer of OEM golf equipment specializing in high-end golf clubs manufactured under
license for some of the leading brand names in golf, will manufacture a full line of clubs with proprietary designs from
Element 21's design labs when the Company begins commercial production of its clubs, of which there can be no
assurance. The planned lineup includes drivers, fairway woods, a full range of irons, wedges, hybrid clubs, and
putters. Pursuant to the Company’s exclusive manufacturing agreement with Pan Osprey, the Company will provide
the raw materials from which Pan Osprey will manufacture a full line of clubs under the E21 brand name. The
Company is also seeking to expand its manufacturing capabilities in China to include other top tier production
facilities.

Golf Products
We believe that E21 Alloy golf products have outstanding potential in the industry based on several factors:

- Results of player and robotic testing indicate E21 Alloy’s improved performance over leading titanium clubs, and
- Improved distance and less dispersion, allowing longer more accurate results, which are impossible to achieve with
current metals.

The interest in the E21 Alloy has been supported by several performance and marketing features:

- The E21 Alloy is strategically incorporated into the production of metal woods, irons and putters can result in heads
with a larger “sweet spot” for more consistency and accuracy;

- If increased club head size is not required, the reduced density and improved strength allows flexibility in placing
perimeter weighting that can affect the trajectory (flight path) of the ball;

- The E21 Alloy is softer than titanium providing superior feel and workability for the player;
- The E21 Alloy is lower in cost and easier to fabricate than titanium;

- The specific yield strength advantage of the E21 Alloy over steel and high-end aluminum alloys enables the design
of shafts at substantially reduced weight and higher performance;

- The homogeneous nature of the E21 Alloy allows for consistent shaft production, a problem inherent with graphite
shafts.

During the early part of this past fiscal year, we completed the design and development of several golf new products.
These products included irons, wedges, putters, hybrid clubs and a driver.

Robotic and player testing was carried out and a limited volume of product was ordered in late 2005. E21’s irons and
hybrids clubs both won Player’s Choice Awards given out in the spring of 2006 by Golfing Magazine.

In December our new E21 Alloy driver received approval from the United States Golf Association (USGA).
Subsequent robotic testing conducted at an independent laboratory demonstrated repeatedly that the E21 Alloy driver
was approximately 3 times more accurate than titanium drivers. The average dispersion for E21’s driver was less than
7 yards off center compared to 22 yards for the titanium drivers tested E21's driver, which has a much larger ball
response hitting area, produced the lowest recorded angle of deviation off-center of just 1.6 degrees compared to 4.2
degrees for titanium driver heads.

In March 2005, the Company began test marketing full iron sets to retailers and golf pro shops. In April 2005, the
Company entered into an agreement with The GolfWorks for the sale of the Company’s E21 Alloy metal shafts for
irons, utility clubs and wedges. The GolfWorks has been providing club makers and other golf equipment experts with
a complete complement of proprietary club head designs, and a full selection of brand name shafts and grips for more
than 25 years.

5
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Golf Shafts

E21 Alloy golf shafts provide the light weight and flexibility of graphite with the favorable playing characteristics of
steel. Steel dominates the shaft market for irons, while graphite is the most popular shaft material for metal woods.

Graphite shafts are generally more expensive than steel, and golfers often experience inconsistency from club to club

due to reproducibility problems inherent with graphite. The Company has produced prototype E21 Alloy shafts with

several flex strengths that have been tested initially with irons and accepted as complying with the rules of golf by the

United States Golf Association. In an effort to bring the Company’s shafts to the PGA Tour, E21 retained the services
of Andy Harris as its PGA Tour Director. During the year Mr. Harris attended most PGA Tour events providing

custom fitted E21 shafts to over 30 PGA Tour players. To date several players have used E21 shafts in official PGA,

Nationwide and Champions Tour events.

We believe E21 Alloy shafts show improved performance in a number of respects to graphite and stainless steel
shafts. E21 Alloy's inherent metallurgical properties combined with a proprietary 25-step seamless production process
results in a shaft that is nearly perfectly symmetrical, unlike graphite and stainless steel shafts. Many golf customers
do not realize that steel shafts are welded creating a seam or spine that is not visible to the eye. The difference in the
tube wall thickness at the point of welding creates an imbalance, which affects the consistency of shots. Similarly, the
production process for graphite shafts also results in inconsistencies through the shaft with similar associated
problems. The Company believes that the E21 Alloy provides greater accuracy and improved consistency from club to
club.

The tests conducted by Golf Labs Inc. on behalf of the Company showed remarkable 10-20 yard distance
improvement when E21 Alloy shafts are tested against the best Graffaloy graphite and True Temper steel shafts. Of
even greater significance were the test results that showed superior accuracy afforded by this new E21 Alloy
technology. The dispersion pattern of shots hit with a robotic arm yielded a dispersion factor that was 250% smaller
than popular steel and graphite shafts, when measured by the total square footage of the footprint of hit balls and their
dispersion off-center. Although testing results cannot predict actual performance with certainty, the Company believes
that these test results are meaningful.

Concurrent with the development of the overall shaft design, the Company has developed a shock absorbing system
under the trademark ShockBlok™ which redirects shaft vibration back into the club head, generating an added energy
kick for extra distance and reducing the amount of vibration transfer to the player's hands. Golfing has a negative
effect on the body. High shock energy transferred by the steel shafts to the player’s hands during a round of golf
creates fatigue. For frequent golfers, this can lead to stress injuries to a player’s hands, wrist, elbows or shoulders,
much like ‘tennis elbow’. According to an analysis commissioned by a consultant to the Company, Dr. Howard Butler,
along with two orthopedic physicians, during a typical round of golf, the extra energy transmitted to the hands of a
golfer using steel shafts is 300% higher than the E21 Alloy shafts. The Company also believes that most users of its
shafts would immediately notice the superior shock absorption and that the E21 Alloy also contributes to a measurably
superior feel as compared with steel and graphite clubs.

The market for golf shafts was estimated by Golfdatatech to be close to 30 million units in the US and 60 million units
worldwide in 1999. Golfdatatech estimates that the size of the market for high performance premium shafts that the

Company’s E21 Alloy shafts will initially be targeting represents approximately 27 million units worldwide.
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The Company is currently test marketing shafts designed for irons through the Clubmakers and GolfWorks catalogues
and website. Design and engineering of shafts for all other club heads (drivers, wedges, hybrids and putters) is
complete and limited production runs are currently being tested.

Clubhead Designs and Features

The Company has completed the design and engineering process for a full line of clubs, from drivers to putters. Under
the guidance of Mark Myrhum and David Sindalovsky, design improvements are being made to streamline mass
production of the various golf components. Prototypes of these various clubs are now undergoing testing, and
production tooling is well underway. The golf shafts have undergone lab testing, including testing with a robotic arm
at Golf Laboratories, Inc. in San Diego. These tests conducted to date have demonstrated favorable results for our E21
Alloy clubs as compared with competitive products, including greater distance, significant improvements in accuracy
and consistency, and the “feel” of the clubs themselves. Although test results cannot predict actual performance results,
the Company believes these test results are meaningful.

The E21 driver has one of the most responsive face areas of any driver on the market, and because the head and shaft

are both made of the same patented E21 Alloy, the energy passes from the head to the shaft at the same frequency,
providing the golfer with a fully “harmonized” golf club. This harmonization is a unique feature of the E21 golf clubs

and has been trademarked as E21°s True Contact Signature™ Shots are consistently both “off the centerline” and “along the
centerline” giving the golfer a very tight, concise landing pattern resulting in a high level of control and repeatability.

The E21 Alloy club head also creates less ball spin at the point of impact for greater distance.-

The Company believes its club will be distinctly recognizable due to its unique design features that include a louvered
effect on the crown plate of the club. These features create a corrugated effect that provides additional strength to the
clubhead design and allows more freedom to move weight to strategic points within the sole of the clubhead to
improve distance and accuracy. As with any object moving at a high speed, louvers provide aerodynamic stabilization
benefits. The Company used advanced modeling software to optimize clubhead design.

The Company’s Low Gravity LogidM irons have a cavity back design with a hollow body filled with a patented high
rebound aerospace polymer insert that transfers more energy to the ball for livelier performance and maintains a low
center of gravity. The head geometry is designed to leverage maximum performance from E21 Alloy shafts. The clubs
also feature variable face thickness with over six square inches of playing surface to maximize the sweet spot of the
clubface. A large sole plate helps the player avoid hitting the ball fat. The mass of the head is closely aligned with the
launch angles delivered by the shaft during contact with the ball. To maximize this benefit, the crown is back slanted
by 15°.

The clubs are designed to allow professional club makers and PGA tour players to fine-tune the club to their unique
preferences. This is accomplished by removing the E21 insignia on the back of the club, gaining access to a tubular
weight port to add up to 28 grams of additional weight to the clubhead while maintaining its low center of gravity.

The E21 line of wedges includes clubs with 52 degree, 56 degree and 60 degree lofts that also feature the
revolutionary new Eagle One shafts made from E21's patented alloy.

The wedges use E21’s patented new Contact Signature Tuned system (CST SystenfM) that uses advanced modeling

software to calculate and match the club head performance to E21’s advanced E21 Alloy shafts in order to provide
enhanced head responsiveness. Through an optimum balance of launch angle and spin rate, E21 has developed what it

believes are easy-to-hit wedges that provide improved feel, accuracy and consistency from club to club. These wedges

with the E21 shafts will offer players a greater spin rate with a higher launch angle enabling them to stop the ball on

the green.
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The muscle back design, with Twin Peaks elongated on the center axis of the club back, offers a solid feel with an
extremely consistent ball flight and trajectory. This peaked muscle back design actually raises the center of gravity
behind the sweet spot for more carry distance on center hit shots. This design acts to focus the transfer of energy into
the sweet spot of the club face. An additional benefit from the element gated Twin Peaks design is its ability to track
straight through sand or turf by controlling the displacement of the ground beneath the club as contact is being made
with the golf ball.

The weighted sole plate affords the capability to cut through even the worst rough, and get the ball up in the air.
Simultaneously, the leading edge radius insures a true contact signature with the ball even from a poor lie.

Element 21°s first putter is a traditional and proven Newport design. The new putter incorporates the advanced
properties of the E21 Alloy in both the shaft and head of the new putter. The putter head incorporates an E21 Alloy

insert, which is milled for superior contact with the ball. The E21 Alloy’s superior strength to weight ratio over
existing golf metals has allowed E21 to redistribute weight in the head of the putter to create a larger sweet spot,

which in turn provides substantial forgiveness on mis-hits.

The E21 Alloy in both the shaft and putter head take advantage of the E21 Alloy’s soft feel and spin reduction, which
translates to reduced ball “skid” upon contact with the ball, and allow