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GLOBAL RAILWAY INDUSTRIES LTD.

Interim Consolidated Balance Sheets

DRAFT
As at June 30, 2007 and December 31, 2006

June 30, December 31,
2007 2006
(unaudited) (audited)
Assets
Current assets:
Cash $ 8,087,241 $ 6,830,949
Accounts receivable 4,345,625 3,411,310
Inventories (note 3) 7,642,592 7,055,368
Prepaid expenses 560,829 214,625
Future income taxes (note 4) 41,835 1,065,283
20,678,122 18,577,535
Property, plant and equipment (note 5) 3,876,470 4,233,435
Future income taxes (note 4) 1,111,497 722,208
Goodwill 11,749,831 11,749,831
$ 37,415,920 $ 35,283,009
Liabilities and Shareholders' Equity
Current liabilities:
Accounts payable and accrued liabilities $ 2,920,321 $ 2,143,323
Income taxes payable 298,596 245,774
3,218,917 2,389,097
Future income taxes (note 4) 1,495,776 1,581,735
Shareholders' equity:
Share capital (note 6) 25,326,185 25,326,185
Contributed surplus 1,328,964 979,502
Accumulated other comprehensive loss (2,645,181) (1,409,696)
Retained earnings 8,691,259 6,416,186
32,701,227 31,312,177
Commitments (note 9)
Subsequent event (note 14)
$ 37,415,920 $ 35,283,009

See accompanying notes to interim consolidated financial statements.
On behalf of the Board:

Phillip Ogden "signed" Director Terry McManaman "signed"  Director




GLOBAL RAILWAY INDUSTRIES LTD.

Interim Consolidated Statements of Comprehensive Income

DRAFT
Three months and six months ended June 30, 2007 and 2006
(Unaudited)
Three months Six months
2007 2006 2007 2006
Sales $ 9215968 $ 8,683,781 $ 18,709,013 $ 16,506,696
Cost of goods sold 5,396,158 5,271,153 10,925,695 9,877,794
3,819,810 3,412,628 7,783,318 6,628,902
Operating expenses:
Salaries 1,191,689 959,792 2,369,075 1,825,941
General and administration 1,026,814 668,228 1,802,767 1,256,751
2,218,503 1,628,020 4,171,842 3,082,692
Other expenses (income):
Amortization 134,487 118,508 286,196 241,840
Interest, net (161,177) (14,537) (209,009) 9,687
Foreign exchange (gain) loss 230,948 (93,717) 257,551 (67,215)
204,258 10,254 334,738 184,312
Earnings before income taxes from
continuing operations 1,397,049 1,774,354 3,276,738 3,361,898
Income taxes (note 4):
Current 133,924 170,447 343,692 462,173
Future 176,497 403,804 657,973 614,159
310,421 574,251 1,001,665 1,076,332
Net earnings from continuing 1,086,628 1,200,103 2,275,073 2,285,566
operations
Net loss from discontinued
operations (note 7) - 106,865 - 523,085
Net earnings 1,086,628 1,093,238 2,275,073 1,762,481
Other comprehensive loss:
Unrealized loss on translating
financial statements of self-
sustaining foreign operations (1,059,938) (15,238) (1,235,485) (377,808)
Comprehensive income 26,690 1,078,000 1,039,588 1,384,673
Net earnings per share from continuing operations (note 8)
Basic $ 007 $ 008 $ 015 $ 0.15
Diluted $ 007 $ 008 $ 015 $ 0.15
Net earnings per share
Basic $ 007 $ 007 $ 015 $ 0.12
Diluted $ 007 $ 007 $ 015 $ 0.12

See accompanying notes to interim consolidated financial statements.



GLOBAL RAILWAY INDUSTRIES LTD.

Interim Consolidated Statements of Shareholders' Equity

DRAFT
Six months ended June 30, 2007, and year ended December 31, 2006
(Unaudited)
Accumulated
Common other
shares Contributed comprehensive Retained
issued Share capital surplus loss earnings
Balance at December 31, 2005 14,856,744  $ 25,068,800 $ 649,299 $ (1,495,269) $3,248,926
Stock-based compensation - - 400,088 - -
Options exercised 75,000 257,385 (69,885) - -
Change in accumulated
foreign currency
translation adjustment - - - 85,573 -
Net earnings - - - - 3,167,260
Balance at December 31, 2006 14,931,744 25,326,185 979,502 (1,409,696) 6,416,186
Stock-based compensation - - 349,462 - -
Options exercised - - - - -
Change in accumulated
foreign currency
translation adjustment - - - (1,235,485) -
Net earnings - - - - 2,275,073
Balance at June 30, 2007 14,931,744  $25326,185 $1,328,964 $ (2,645,181) $8,691,259

See accompanying notes to interim consolidated financial statements.



GLOBAL RAILWAY INDUSTRIES LTD.

Interim Consolidated Statements of Cash Flows

DRAFT

Three months and six months ended June 30, 2007 and 2006

(Unaudited)
Three months Six months
2007 2006 2007 2006
Cash flows from (used in):
Operating activities:
Net earnings from continuing operations $ 1,086,628 1,200,103 2,275,073 $ 2,285,566
Iltems not involving cash:
Amortization of plant and equipment 134,487 118,508 286,196 241,840
Stock-based compensation expense 192,507 111,601 349,462 256,004
Future income tax provision 176,497 403,804 657,973 614,159
Gain on sale of property, plant and equipment - - (36,311) -
Unrealized foreign exchange (gain) loss 200,879 (81,453) 212,393 (81,453)
Changes in non-cash operating working capital:
Accounts receivable 413,326 (415,994) (934,315) (444,323)
Inventories (33,267) 466,846 (587,224) 180,997
Prepaid expenses (251,972) 74,780 (346,204) (144,307)
Accounts payable and accrued liabilities 219,062 (1,257,863) 776,998 (270,271)
Income taxes payable 76,287 - 52,822 -
Foreign currency translation adjustments (1,059,938) (15,238) (1,235,485) (377,808)
1,154,496 605,094 1,471,378 2,260,404
Investing activities:
Purchase of property, plant and equipment (82,030) (71,766) (272,239) (122,774)
Proceeds from disposal of property,
plant and equipment - - 57,153 -
Other assets - 82,770 - 79,799
(82,030) 11,004 (215,086) (42,975)
Financing activities:
Change in operating loan - - - (1,836,366)
Repayment of long-term debt - - - (3,074,562)
- - - (4,910,928)
Increase (decrease) in cash from
continuing operations 1,072,466 616,098 1,256,292 (2,693,499)
Cash provided by discontinued operations (note 7) - 446,910 - 4,798,811
Increase in cash 1,072,466 1,063,008 1,256,292 2,105,312
Cash and cash equivalents, beginning of period 7,014,775 1,606,541 6,830,949 564,237
Cash and cash equivalents, end of period $ 8,087,241 2,669,549 8,087,241 $ 2,669,549
Cash and cash equivalents comprised of:
Cash $ 8,037,241 2,669,549 8,037,241 $ 2,669,549
Term deposit $ 50,000 - 50,000 $ -
Supplementary information:
Interest paid $ 586 26 1,171 $ 30,729
Income taxes paid $ 228,923 17,808 287,558 $ 36,193

See accompanying notes to interim consolidated financial statements.



GLOBAL RAILWAY INDUSTRIES LTD.

Notes to Interim Consolidated Financial Statements

DRAFT

Period ended June 30, 2007
(Unaudited)

Global Railway Industries Ltd. designs, manufactures, and markets railway maintenance products,

equipment

and services to the railway industry. The Company was incorporated in the Province of Alberta

and is listed under the symbol "GBI" on the Toronto Stock Exchange.

1. Significant accounting policies:

(a)

(b)

(c)

Basis of presentation:

The Company's interim consolidated financial statements have been prepared in accordance
with Canadian Generally Accepted Accounting Principles following the same accounting policies
and methods of computation as used in the Company's audited consolidated financial
statements for the year ended December 31, 2006, except as described in note 2. Certain
information and disclosures normally required to be included in the notes to the annual
consolidated financial statements may have been condensed or omitted. The interim
consolidated financial statements should be read in conjunction with the audited consolidated
financial statements and notes for the year ended December 31, 2006.

The interim consolidated financial statements include the accounts of Global Railway Industries
Ltd. and its wholly-owned subsidiaries, Bach-Simpson Corporation ("Bach-Simpson"), Prime
Steel Inc., and YSD Holdings (2004) Inc. and its wholly-owned subsidiaries, G&B Specialties,
Inc. ("G&B") and YSD Industries (2004), Inc. ("YSD"). In 2006, Transportation Technologies
Inc., and its wholly-owned subsidiary Rafna Industries Ltd., were amalgamated with Bach. All
significant intercompany transactions and balances have been eliminated upon consolidation.

Inventories:

Inventories of components and purchased parts are valued at the lower of cost and net
realizable value, on a first-in, first-out basis. Finished goods are valued at the lower of cost,
including materials, labour and overhead, and net realizable value.

Property, plant and equipment:

Property, plant and equipment are recorded at cost and are amortized using the following
methods and terms:

Asset Basis Term
Machinery Straight-line 10 years
Computers Straight-line 5 years
Vehicles Straight-line 5 years
Furniture Straight-line 10 years
Buildings Straight-line 40 years

Leaseholds Straight-line term of lease




GLOBAL RAILWAY INDUSTRIES LTD.

Notes to Interim Consolidated Financial Statements

DRAFT

Period ended June 30, 2007
(Unaudited)

1. Significant accounting policies (continued):

(d)

(e)

Goodwill:

Goodwill is the residual amount that results when the purchase price of an acquired business
exceeds the sum of the amounts allocated to the net assets acquired, based on their fair values.
Goodwill is allocated as of the date of the business combination to the Company's reporting units
that are expected to benefit from the synergies of the business combination.

Goodwill is not amortized but is tested for impairment quarterly, or more frequently if events or
changes in circumstances indicate that the asset might be impaired. The impairment test is
carried out in two steps. In the first step, the carrying amount of the reporting unit is compared
with its fair value. When the fair value of a reporting unit exceeds its carrying amount, goodwill
of the reporting unit is considered not to be impaired and the second step of the impairment test
is unnecessary.

The second step is carried out when the carrying amount of a reporting unit exceeds its fair
value in which case the implied fair value of the reporting unit's goodwill is compared with its
carrying amount to measure the amount of the impairment loss, if any. The implied fair value of
goodwill is determined in the same manner as the value of goodwill is determined in a business
combination described in the preceding paragraph, using the fair value of the reporting unit as if
it was the purchase price. When the carrying amount of reporting unit goodwill exceeds the
implied fair value of the goodwill, an impairment loss is recognized in an amount equal to the
excess and is presented as a separate line item in the statement of earnings before
extraordinary and discontinued operations.

Impairment of long-lived assets:

Long-lived assets, including property, plant and equipment, are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset may
not be recoverable. Recoverability of assets to be held and used is measured by a comparison
of the carrying amount of an asset to estimated undiscounted future cash flows expected to be
generated by the asset. If the carrying amount of an asset exceeds its estimated future cash
flows, an impairment charge is recognized by the amount by which the carrying amount of the
asset exceeds the fair value of the asset. Assets to be disposed of would be separately
presented in the balance sheet and reported at the lower of the carrying amount or fair value,
less costs to sell and are no longer depreciated. The asset and liabilities of a disposed group
classified as held for sale would be presented separately in the appropriate asset and liability
sections of the balance sheet.



GLOBAL RAILWAY INDUSTRIES LTD.

Notes to Interim Consolidated Financial Statements

DRAFT

Period ended June 30, 2007
(Unaudited)

1. Significant accounting policies (continued):

®

9

(h)

U]

Revenue recognition:

The Company ships to customers who have been identified as worthy of receiving credit and
have provided the Company with a legally enforceable purchase commitment at a specific price
as agreed to by the Company. The Company recognizes revenue when products are shipped
and the customer assumes risk of loss. Revenues for engineering service contracts are
recognized as contractual obligations are met.

Income taxes:

The Company follows the asset and liability method of accounting for income taxes. Future
income tax assets and liabilities are determined based on the differences between the financial
reporting and the tax basis of assets and liabilities. These differences are then measured using
substantially enacted tax rates and laws that will be in effect when these differences are
expected to reverse. The effect of a change in income tax rates on future income tax assets and
liabilities is recognized in income for the period that the change occurs.

Use of estimates:

The preparation of financial statements in conformity with accounting principles generally
accepted in Canada requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenditures during
the reporting periods. Significant items subject to such estimates and assumptions include the
carrying amount of property, plant and equipment and goodwill, and valuation allowances for
accounts receivable, inventories and future income taxes. Actual results could differ from those
estimates.

Earnings per share:

Basic earnings per common share are calculated using the weighted average number of
common shares outstanding during the year. Diluted earnings per common share are calculated
using the treasury stock method for determining the dilutive effect of options. Diluted earnings
per share are computed similar to basic earnings per share except that the weighted average
shares outstanding are increased to include additional shares from the assumed exercise of
stock options, if dilutive. The number of additional shares is calculated by assuming the
outstanding stock options were exercised and that the proceeds from such exercises were used
to acquire shares of common stock at the average market price during the year.



GLOBAL RAILWAY INDUSTRIES LTD.

Notes to Interim Consolidated Financial Statements

DRAFT

Period ended June 30, 2007
(Unaudited)

1. Significant accounting policies (continued):

)

(k)

Stock-based compensation plan:

The Company uses the fair value method for calculating stock-based compensation cost. Under
this method, compensation cost attributable to stock options granted to employees and directors
is measured at fair value using the Black-Scholes method to estimate fair value at the grant date
and expensed over the vesting period; with a corresponding increase to contributed surplus.
Upon the exercise of the option, consideration received, together with the amount previously
recognized in contributed surplus, is recorded as an increase to share capital.

Foreign currency translation:

As of June 30, 2007, the Company had one subsidiary in the United States, which is classified as
a self-sustaining operation. Assets and liabilities of a self-sustaining foreign operation are
translated into Canadian dollars at the exchange rates in effect at the balance sheet date, and
revenues and expenses are translated into Canadian dollars at average exchange rates for the
period. The cumulative unrealized translation gain or loss is included in Accumulated other
comprehensive income or loss in the Statements of Shareholders' Equity.

Monetary items denominated in foreign currency of a foreign operation, which is integrated in
nature, are translated into Canadian dollars using the year end exchange rate. Non-monetary
balance sheet items are translated into Canadian dollars at historical exchange rates. Revenues
and expenses are translated at rates in effect at the time of the transactions. Foreign exchange
gains and losses are included in the Statement of Comprehensive Income.

2. Changes in accounting policies:

In the first quarter of 2007, the Company adopted the following new accounting standards issued by the
Canadian Institute of Chartered Accountants:

(a)

(b)

(c)

(d)

Section 15630 - Comprehensive Income, establishes standards for reporting and displaying
comprehensive income. Comprehensive income is defined as the change in equity from
transactions and other events from non-owner sources. Other comprehensive income refers to
items recognized in comprehensive income but that are excluded from net income calculated in
accordance with Canadian generally accepted accounting policies.

Section 3251 - Equity, establishes standards for the presentation of equity in the reporting
period.

Section 3855 - Financial Instruments - Recognition and Measurement, establishes standards for
recognizing and measuring financial instruments, namely financial assets, financial liabilities and
deriviatives.

Section 3861 - Financial Instruments - Disclosure and Presentation, establishes standards for
presentation of financial instruments, namely financial assets, financial liabilities and derivatives.

These accounting policy changes were adopted on a prospective basis with no restatement of prior
period financial statements.



GLOBAL RAILWAY INDUSTRIES LTD.
Notes to Interim Consolidated Financial Statements
DRAFT

Period ended June 30, 2007
(Unaudited)

2. Changes in accounting policies (continued):

Under these new standards, all financial instruments are required to be classified into one of the
following five categories: held for trading, held-to-maturity investments, loans and receivables,
available-for-sale financial assets or other financial liabilities. Subsequent measurement and
recognition of changes in fair value of financial instruments depend on their initial classification.

The Company has implemented the following classifications:

(i) Cash and cash equivalents are classified as "Financial Assets Held for Trading". These financial
assets are marked-to-market through net earnings at each period end.

(i)  Accounts receivable are classified as "Loans and Receivables". After their initial fair value
measurement, they are measured at amortized cost.

(i)  Accounts payables and accrued liabilities are classified as "Other Financial Liabilities". After
their initial fair value measurement, they are measured at amortized cost.

As a result of adopting Sections 1530 and 3251, the cumulative translation adjustment related to the
Company's self-sustaining foreign operations has been reclassified for presentation purposes as
accumulated other comprehensive loss on the interim consolidated statement of shareholder's equity.

The adoption of the standards of Sections 3855 and 3861 had no impact on the financial statements for
the period ended June 30, 2007.

3. Inventories:

June 30, December 31,

2007 2006

Finished goods $ 4,399,347 $ 4,067,619
Work in progress 1,507,393 1,325,814
Raw materials 1,735,852 1,661,935

$ 7642592 $ 7,055,368




GLOBAL RAILWAY INDUSTRIES LTD.

Notes to Interim Consolidated Financial Statements

DRAFT
Period ended June 30, 2007
(Unaudited)

4. Income taxes:

The income tax provision differs from the amount which would result from applying the expected
income tax rate to earnings before income taxes. The reasons for the differences are as follows:

Three months Six months
2007 2006 2007 2006
Continuing operations:
Earnings before income
taxes $ 1,397,049 $ 1,774,354 $ 3,276,738 $ 3,361,898
Expected income tax rate 34% 32% 34% 32%
Computed expected
income tax expense 474,997 574,251 1,114,091 1,076,332
Difference resulting from:
U.S. state tax 28,579 - 46,217 -
Other (193,155) - (158,643) -
Provision for income taxes $ 310,421 $ 574,251 $ 1,001,665 $ 1,076,332

The expected income tax rate reflects the combined Federal and Provincial income tax rates for

manufacturing and processing companies.

The tax effects of temporary differences that give rise to significant portions of the future tax assets and

future tax liabilities are presented below:

June 30, December 31,
2007 2006
Future tax assets:
Financing costs $ 142,108 $ 189,213
Property, plant and equipment and
intangible assets principally due to
differences in depreciation and amortization 92,474 90,106
Net operating loss carryforwards 879,639 1,465,297
Net capital loss carryforwards 105,990 -
Other 39,111 42,875
1,259,322 1,787,491
Future tax liabilities:
Management contract payments 1,221,148 1,338,630
Property, plant and equipment and
intangible assets principally due to
differences in depreciation and amortization 274,628 243,105
1,495,776 1,581,735
Valuation allowance (105,990) -
Net future income tax asset (liability) $ (342,444) $ 205,756




GLOBAL RAILWAY INDUSTRIES LTD.
Notes to Interim Consolidated Financial Statements
DRAFT

Period ended June 30, 2007
(Unaudited)

4.

Income taxes (continued):

Net future tax assets (liabilities) are classified for balance sheet purposes as follows:

June 30, December 31,

2007 2006

Current assets $ 41835 $ 1,065,283
Long-term assets 1,111,497 722,208
Long-term liabilities (1,495,776) (1,581,735)

$ (342,444) § 205,756

Based upon the level of historical taxable income and projections for future taxable income over the
periods in which the future tax assets are deductible, management believes it is more likely than not
that the Company will realize the benefits of these deductible differences.

The Company has non-capital losses of $2,700,000 which can be carried forward to reduce future
Canadian taxable income. The losses will expire in 2008 to 2017. Additionally, the Company has non-
capital losses of approximately USD $8,000 which can be carried forward to reduce future U.S. taxable
income. The losses will expire in 2025. The Company also has net capital losses of approximately
$331,000 which can be carried forward indefinitely to reduce future taxable capital gains. Due to
uncertainty of realization, a valuation allowance of $106,000 has been recorded against the future tax
benefit of the capital losses.

Property, plant and equipment:

Accumulated Net

June 30, 2007 Cost amortization book value
Machinery $ 3,432,507 $ 1,551,048 $ 1,881,459
Computers 506,261 418,516 $ 87,745
Vehicles 96,759 91,156 $ 5,603
Furniture 181,446 129,880 $ 51,566
Leasehold improvements 104,488 104,488 $ -
Land 130,129 - $ 130,129
Buildings 1,858,221 138,253 $ 1,719,968
$ 6,309,811 $ 2,433,341 $ 3,876,470

Accumulated Net

December 31, 2006 Cost amortization book value
Machinery $ 3,033,811 $ 1,031,963 $ 2,001,848
Computers 598,694 557,717 40,977
Vehicles 121,012 80,066 40,946
Furniture 286,333 181,584 104,749
Leasehold improvements 68,670 63,870 4,800
Land 142,150 - 142,150
Buildings 2,020,977 123,012 1,897,965

$ 6,271,647 $ 2038212 § 4,233,435




GLOBAL RAILWAY INDUSTRIES LTD.
Notes to Interim Consolidated Financial Statements
DRAFT

Period ended June 30, 2007
(Unaudited)

6. Share capital:

(@) Common and preferred shares:

The authorized share capital of the Company consists of an unlimited number of voting common
shares, and an unlimited number of preferred shares. Preferred shares may be issued in one or
more series, each consisting of a number of preferred shares, as determined by the Board of
Directors who also may fix the designations, rights, privileges, restrictions and conditions
attaching to the shares of each series of preferred shares. At June 30, 2007, the Company had

not issued any preferred shares.

(b)  Stock options:

The Company has granted share options to officers, directors, employees and service providers
to purchase common shares. The options vest in one year or equally over two years from the
date of the grants and have a maximum term of ten years. Changes in the number of options
outstanding, with their weighted average exercise prices, are summarized below:

June 30, December 31,

2007 2006

Weighted Weighted

Number of average Number of average

options  exercise price options exercise price

Opening balance 1,105,000 $ 2.70 645,000 $ 2.89
Granted 50,000 3.30 810,000 2.60
Exercised - - (75,000) 2.50
Cancelled or expired (55,000) 3.61 (275,000) 2.90
Ending balance 1,100,000 $ 2.68 1,105,000 $ 2.70




GLOBAL RAILWAY INDUSTRIES LTD.
Notes to Interim Consolidated Financial Statements
DRAFT

Period ended June 30, 2007
(Unaudited)

6. Share capital (continued):
(b)  Stock options (continued):

At June 30, 2007, the stock options granted to officers, directors, employees and service
providers to purchase common shares expire in the months noted as follows:

Weighted Number of Weighted

Number of average options average

options  exercise price exercisable exercise price

August 2007 25,000 $ 2.00 25,000 $ 2.00

January 2008 30,000 2.00 30,000 2.00

January 2009 90,000 4.40 90,000 4.40

June 2010 30,000 3.70 20,000 3.70

November 2010 90,000 1.30 60,000 1.30

December 2010 50,000 1.95 27,500 1.95

January 2011 225,000 2.00 225,000 2.00
August 2011 60,000 3.10 - -

October 2011 50,000 2.00 50,000 2.00
November 2015 100,000 2.84 - -
December 2016 300,000 3.12 - -
April 2017 50,000 3.30 - -

Total 1,100,000 $ 2.68 527,500 $ 2.39

At December 31, 2006, the stock options granted to officers, directors, employees and service
providers to purchase common shares expire in the months noted as follows:

Weighted Number of Weighted

Number of average options average

options  exercise price exercisable exercise price

August 2007 25,000 $ 2.00 25,000 $ 2.00

January 2008 30,000 2.00 30,000 2.00

January 2009 90,000 4.40 90,000 4.40

June 2009 30,000 4.95 30,000 4.95

June 2010 30,000 3.70 10,000 3.70

November 2010 90,000 1.30 60,000 1.30

December 2010 50,000 1.95 27,500 1.95
January 2011 250,000 2.00 - -
August 2011 60,000 3.10 - -
October 2011 50,000 2.00 - -
November 2015 100,000 2.84 - -
December 2016 300,000 3.12 - -

Total 1,105,000 $ 2.70 272,500 § 3.02




GLOBAL RAILWAY INDUSTRIES LTD.
Notes to Interim Consolidated Financial Statements
DRAFT

Period ended June 30, 2007
(Unaudited)

7. Discontinued operations:
In October, 2005, the Company announced the close of the operations of YSD. In December, 2005,
the Company sold YSD land and buildings in Youngstown, Ohio. The remaining YSD assets were sold
in 2006.

There was no operating activity related to YSD during the first or second quarter of 2007. YSD's
operating expenses for the six months ended June 30, 2006 were $523,085.

YSD operating assets and liabilities at the end of the second quarter of 2007 were nil (2006 - assets
and liabilities totaled $579,532 and $402,858, respectively). Cash flow from YSD operations was nil
during the first six months of 2007 (2006 - $4,798,811).

8. Earnings per share:

The computations for basic and diluted common shares outstanding are as follows:

Three months Six months
2007 2006 2007 2006
Weighted average number of
common shares outstanding:
Basic 14,931,744 14,856,744 14,931,744 14,856,744
Effect of stock options 217,686 61,245 217,686 61,245
Diluted 15,149,430 14,917,989 15,149,430 14,917,989

9. Commitments:

The Company is committed to minimum rental payable under long-term operating leases for facilities
and equipment excluding operating costs, as follows:

Remainder of 2007 $ 129,643
2008 $ 259,770
2009 $ 130,240
2010 $ 130,240
2011 $ 45,623
2012 $ 10,522

10. Related party transactions:

The Company leases an office building from the previous owners of G&B, one of which was previously
a member of Global's Board of Directors. The lease payments are USD $79,350 per year until expiry in
2010.



GLOBAL RAILWAY INDUSTRIES LTD.

Notes to Interim Consolidated Financial Statements

DRAFT

Period ended June 30, 2007
(Unaudited)

11. Financial instruments:

12.

The carrying values of the Company's financial assets and liabilities, consisting of cash, accounts
receivable, accounts payable and accrued liabilities, and income taxes payable, approximate their fair
values due to the relatively short periods to maturity of the instruments.

(a)

(b)

(c)

Credit risk:

Credit risk arises from the possibility that the entities to which the Company sells products and
services may experience difficulty and be unable to fulfill their obligations. The Company is
exposed to financial risk that arises from the credit quality of the entities to which it sells products
and services. The Company's revenues depend primarily on the level of spending by the major
railways, original equipment manufacturers and transit authorities. The majority of the
Company's customers consist of large companies in the railway industry with good credit
standing. As a result, the requirement for credit risk related reserves for accounts receivable is
minimal.

Interest rate risk:

Interest rate risk arises from the possibility that the value of, or cash flows related to, a debt
instrument will fluctuate as a result of changes in market interest rates. The Company is
exposed to financial risk that arises from the interest rate differentials between the market
interest rate and the rates on its financial instruments.

Foreign exchange rate fluctuation:

The Company has a substantial number of transactions denominated in United States dollars
and is exposed to risk with respect to fluctuations in exchange rates between Canadian and
United States dollars. The Company does not use derivative instruments to reduce its exposure
to foreign currency risk. The fair values of financial instruments reflected on the balance sheet
approximate the carrying values at June 30, 2007 and at December 31, 2006.

Segmented information:

The Company's operations are based on one dominant industry segment which is primarily the
manufacture and sale of railway maintenance equipment. The following is a summary of the
Company's sales, property, plant and equipment, and goodwill, by segment.

June 30,

United States Canada 2007

Sales - three months ended $ 7524237 $ 1,691,731 $ 9,215,968
Sales - six months ended $ 14,464,493 $ 4,244520 $ 18,709,013
Property, plant and equipment $ 3,448,241 $ 428229 $ 3,876,470
Goodwill $ 8,194,136 $ 3,555,695 $ 11,749,831
June 30,

United States Canada 2006

Sales - three months ended $ 7,223,766 $ 1,463,621 $ 8,687,387
Sales - six months ended $ 13,530,674 $ 2,976,022 $ 16,506,696
Property, plant and equipment $ 3112250 $ 340,269 $ 3,452,519
Goodwill $ 8,194,136 $ 3,555,695 $ 11,749,831
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DRAFT

Period ended June 30, 2007

(Unaudited)

13. Comparative figures:

Certain of the 2006 comparative figures have been reclassified to conform with the financial statement
presentation adopted in the current period.

14. Subsequent event:

On July 30, 2007, the Company's Board of Directors approved a letter of intent with Canadian Allied
Diesel Co. Ltd., CAD Railway Services Inc., Lachine Rail Centre Inc., Engine System Development
Center Inc., and their respective shareholders (together “CAD”) to acquire substantially all of the
assets, liabilities and other intangible assets of CAD for cash consideration of approximately
$22,000,000. The purchase is expected to close in September 2007.



