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Significant Progress in Partnerships / Contracts; Mirkets Opening Up

We are maintaining our Speculative Buy recommendator MidNet, Inc. While the shares have
dropped significantly since our initial report54%), it is not far from what we often see with hew
traded companies that hunt for a sustainable tgadinge. Also, with the stock at more manageable
levels, we can feel more confident that there ipreqiation potential in the coming quarters.
Furthermore, there has been a significant dechniheé industry averages over the past few months.
The AMEX Networking Index has depreciated over 18i¥tce December (through 3/1/05) and the
GSTI Multimedia Networking Index is off nearly 17éter the same timeframe. In other words, we
see no material, company-specific events that baused the stock’s decline.

Overall, the period since our initial report (8/2)thas gone pretty much as expected. We didn't
anticipate much revenue generation at this stagewb hoped that the Company would begin signing
core anchor accounts - larger studios that havariety of relationships with several smaller post-
production specialists - and gaining much neededgmition versus established, yet outdated, forms
of data transfer. We are happy to report thatN\idhas done just that. Deals such as these tale vi
to the Company’s success going forward. The Compes made significant progress in terms of
partnerships and marketing but still has to keepingpforward to increase its level of recognition
among potential users of The Middle Netwidrkand investors at large. We also feel it is intgoatr

for the Company to expand its product offering, sihiMidNet has done as well.

MidNet’s recent strides may provide a catalyst wventhe stock higher if the Company can increase
user adoption levels. MidNet has privately linkedtations in Los Angeles, Houston, Denver,
Vancouver, Calgary, Edmonton and Toronto. Eaghwdés selected based on the access it provides to
businesses in the entertainment and energy setkarsyf MidNet's primary target markets. With the
infrastructure now in place to get going (key, marneutral connectivity loops created with major
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telcos), we will look for further signs that the i@pany is able to successfully penetrate the mdoket
private digital connectivity to transfer and distrie valuable intellectual properties, and theitghib
monetize such market penetration, as reasons tad@gdhe stock. In addition, industry valuations
may increase as the market rebounds.

HIGHLIGHTS

* In August of last year, the Company announcediitt €lient - the Vancouver location of
Technicolor Creative Services Canada (TCS Canddanérly Command Post & Transfer
Corporation) - to provide private digital networkrgices for the secure transport of data
between TCS Canada’s Vancouver facility and a Vaweop motion picture production
complex.

* Not long after TCS, MidNet announced it had sigaadagreement with Rainmaker Limited
Partnership (Rainmaker) to provide private digitetwork services for the secure data
transport between Rainmaker and its customers ntdaver and Los Angeles.

» Last October, in addition to penetrating the eaterhent industry, the Company activated its
private, high-speed digital communications linkvbe¢n Houston and Calgary, two of North
America’s largest energyarkets. This expansion to MidNet’'s network wasigieed primarily
for customers in the oil and gas sector, and shprddide a secure communications pathway
for the rapid transport of large digital data fjlsach as massive, three-dimensional and seismic
data files.

* As a follow-up to getting the infrastructure in @afor the energy sector, MidNet announced
last November an agreement to provide private aligietwork services to Calgary-based
Kelman Technologies Inc. (KTI), a company that pdeg the oil and gas industry with a
comprehensive suite of advanced seismic processimg on-line data archiving and
management services.

* In February, the Company announced that Lightniredisl (formally Lightning Dubbs) will
use MidNet's network services for the secure trartspf media data. With facilities
throughout the entertainment mecca of the Los Aegakrea, Lightning Media provides full
service video duplication, including High DefinitipDVD authoring and replication, editorial
capabilities, and asset management to clients ssclWarner Brothers, Disney, Princess
Cruises and MTV.

* Also last month, MidNet announced that it will prd® a series of network-enabling services
for a forthcoming line of telecommunications dewideeing marketed by World Accessibility
Marketplace Inc. (World Accessibility). Managemesatiues the revenue potential from this
agreement at CDN$1.2 million. We feel this is anpamant step in the Company’s
development because, while still connectivity, deal shows the breadth and portability of The
Middle Network, and thus we view it as essentiahother product line. MidNet's services
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will allow World Accessibility's devices, which ihme video phones and video-conferencing,
to operate over The Middle Network. All accessithvices marketed by World Accessibility

will be registered by MidNet, thereby providing feecure transmission of video-based
communications by restricting access via secusstures specifically built into The Middle

Network.

World Accessibility is the first application sereigprovider (ASP) to utilize The Middle
Network, which will be used to enhance the delivafy World Accessibility’s unified
broadband application services, which include tesofi software tools designed to provide the
company's diverse customer base with accessibleaneed communication services. The
Company recently implemented an online platformighesd to facilitate the registration of
multimedia communications devices (videophones,PVphones, and PCs equipped with
microphones, speakers and webcams) for use on Ti@leMNetwork. Management sees this
as a significant step toward revenue generatiothmigrcontract.

* As a natural outbreak of the World Accessibilityajethe Company announced earlier this
month that it has begun the rollout of a videophoe#&vork on its Middle Network. The
videophones on this network will be interoperabléhviraditional telephones and Voice-over
IP (VolP) phones. Videophone usage pricing is etqubdo be comparable to voice-only
services. Videophone services and equipment will deilable through third-party
manufacturers and ASPs.

» To further the security and privacy of The Middletiork, MidNet announced that it will be
utilizing California-based Uniloc USA Inc.’s devicauthentication system, NetAnchor™.,
Uniloc’s patented "Digital DNA" fingerprinting tedlology in NetAnchor uniquely identifies
specific devices, which will allow MidNet to authterate all communications devices being
used on The Middle Network. For MidNet clients,e thystem will allow application service
providers ASPs who conduct business over The Middktwork to secure all data
transmissions by limiting content access to specdommunications devices and, most
importantly to the studios, will facilitate criticeopyright control and anti-piracy measures.

CONCLUSION

Now that the infrastructure is in place and The diedNetwork is available to new and potential
clients, investors should pay close attention to:

* Adoption rates;

 Usage rates — since MidNet gets paid per gigabytelata transferred, this is the
monetization aspect;

» The Company’s ability to penetrate new markets; and
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* The scope of new products and alliances that caadded to the MidNet business model,
such as the rollout of the videophone network ore Tiddle Network via World
Accessibility.

Technology leadership is often not enough to estalal winning product or brand; the Company must
successfully market its technology and create angtbrand image in order to compete in its market,
which it appears to be doing. Management has atelit that its lead generation and potential sales
pipeline within the entertainment and oil & gasustties have been greatly enhanced in the lasie€oup
of months. MidNet seems to be making strides topadn in a traditionally long sales-cycle
environment. Also, it takes three months to getliant up and running, so as we mentioned
previously, we would not expect any significantgeue generation as of this point. We will watch for
signs that MidNet users are in fact utilizing tretvmork on a continuous basis, the ability to sign u
more companies, and/or the penetration of new ngrkach as healthcare, insurance and government,
as reasons to upgrade the stock.

The Company continues to operate lean, but nowtltigahetwork is wired in seven cities, its monthly
burn rate has risen to more than $100,000, vs$8@& at the time of our initial report, but is lsiil

line the Company’s forecasts. Because of this,Gbmpany will have to generate revenue or raise
additional capital soon to remain operational. daivthe aforementioned revenue generating
opportunities, however, the Company has embarkedhising capital to meet all its working capital
requirements.

Though the effectiveness of a current registrasimtement could put some moderate selling pressure
on the stock, for now, at these price levels (52kavk), we continue to recommend the purchase of the
stock as an opportunity to invest at lower levelsthose investors that can commit risk capital and

have a longer-term time horizon.

EquityNet Research is an independent research firrand has been compensated $7,500 by a third partyrfthe initial research report and this Research Updte. The
information contained herein has been obtained fromsources which are believed to be reliable, but thaccuracy or completeness of the contents cannot be
guaranteed. Any opinions and/or projections expresxl herein are solely of the writer and are subjedb change without notice. This report under no cireamstances is
to be construed as an offer to sell or the solicition of an offer to buy any securities. This reportcontains forward-looking statements include expresons of belief,
expectation, contemplation, estimation and other gtessions not relating to historical facts and ciramstances. These forward-looking statements are sjalgt to
numerous risks and uncertainties that may cause shcstatements not to prove accurate. Any recommendains contained in this report may not be suitabledr all
investors. Any investment recommendations in thisaport contain a high degree of risk and a prospeate investor is encouraged to review in detail theotmpany’s
prospectus, SEC filings, and/or other additional iformation. Any projections or estimates herein madeassume certain economic and industry conditions an
parameters subject to change.

Supplemental Disclosure: Tilo Kunz, president and EO of MidNet, currently serves as the Chairman of V@rld Accessibility. Mr. Kunz serves in such capacit for
World Accessibility without any form or arrangement for compensation of any nature, presently or in th future, and owns no form of equity in World Accesibility,
either directly or indirectly. However, Tilo Kunz's father, Eric Kunz, indirectly owns 50% of the totd outstanding equity in World Accessibility. Mr. Tilo Kunz
devotes nominal time to the business of World Acceibility.
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