February 13, 2007

RESEARCH REPORT

United States — Services
Media & Entertainment

POP STARZ INC.

(OTC PK:PSRZ)

Websites :  http://www.popstarzinc.com .
Romark7@aol.com http://www.popstarzrecords.com Recent Price: $0.08
(917) 345 9894 Exchange :  US - OTC Pink Sheets Target Price: $0.30
Contact: Marlene Cassidy Pop Starz Records,Inc. 8&8<& | 8

(305) 637-8791 marlene@popstarzrecords.com

Hip Hop Dance & Entertainment Training Center for All Ages

Pop Starz, Inc.
5030 Champion Blvd.
Suite #227
Boca Raton, FL 33496
United States of America

Tel: (305) 531 7224
Fax: (305) 359 5118
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52 Week Hi/Lo Range 0.125/0.001 ) $#H! ) H##H  -10% 1 # %%%$
Fiscal Year End 31-Dec
1$ %% # & 4%%$ % *
Shares Outstanding (09/30/2006) 36.902 # 1%$ ! + %
Float (04/05/2006) 1.470 % "o, n '
b & %o -
Share price (01/26/2007) 0.080 ) ) $ )
Market Capitalization 2.952 ! 0 ) ( ( (
Average Volume (30-day) NA * + _ #
Insider Ownership NA '
9% ) 0
Institutional Ownership NA # # ' A)) %N #
Cong Term: Debt (L077006] 5700 3 & 1T wE L
ong Term Debt . _ 0/ 10,
Total Cash (09/30/2006) 0.010 / 0 & ) % "% )
# o, - &1 ! !
12/31/2006 12/31/2007 | | ,
# %
FY2006 E FY2007 E &1
Earnings Per Share (EPS) 0.007
1 ) % &" ) 56/ & %% *7899: N
Book Value ($/share) -0.004 0.004 2345 444 06 44* _ # <
— . * .
FY2006 E FY2007 E & #5519 999 " 7899:
Total Revenue 0.109 4.500 06 44* &2374 4448
Cost of Sales 0.064 1.816 *, .
>*< 0 ? %9 |
Gross Profit/Loss 0.046 2.684 9 % 57:. & %% 59 8@ )
Operating expenditures 0.172 2.225
Profit/Loss from Operations -0.126 0.459
Other Expenses 0.004 0.000
Tax ltems -0.130 0.110
Net Income -0.130 0.350
NA = Not applicable/Not Available.
A = Actual Reported figures E = Est imates
Balance Sheet & Financial Statement Extracts (09/30  /2006)
Current Assets 0.001
Current Liabilities 0.160
Total Assets 0.014
Total Shareholders Deficit 0.146 CDE EC E + E EC>2 C # & < |
Operating cashflow (9mo to 9/30) -0.037 ?F<?@ kg ok % ) #
Capital Structure (04-05-2006)
Authorized Common Stock | 100 000 000] . ‘e . .
Authorized Preferred Stock | 1000 000 | See Appendix A-1 for Analyst Certification and Impant Disclosures.
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See Appendix A-1 for Analyst Certificati@nd Important Disclosures.
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See Appendix A-1 for Analyst Certificati@nd Important Disclosures.
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See Appendix A-1 for Analyst Certificati@nd Important Disclosures.
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Production 100,000
DVD Units Sold 100,000
Disks & Packaging 300,000
Artist Royalties 200,000
Performer Royalties 100,000 Retail Price® § 19.95
Advertising % 600,000
TOTAL 1,300,000 | TOTAL $ 1,995,000
GROSS PROFIT $695,000
* An additional Customer-paid Shipping & Handling fee will cover all fulfillment and postage costs.
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Year End Totals FY 2007 FY2008 FY2009
Licensed Markets 20 40 Ll
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Lpfront Licensing Fee @ $500 per club $ 50000 F Fo000 § 0 V5,000

Annualized Licensing Fees @ $250 per club per month
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See Appendix A-1 for Analyst Certification and Impant Disclosures.



POP STARZ INC. (OTC PK:PSRZ) Page 10 of 19

South Florida Operations FY 2007 FY2008 FY2009

Total Class Sessions 1,500 1,750 2,000
Average Session Charge $ 160.00 $ 180.00 $ 185.00
Dance Classes $ 240,000 $ 315,000 $ 370,000
Workshops $ 50,000 $ 75,000 $ 75,000

Total Revenues $ 290,000 $ 390,000 $ 445,000
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See Appendix A-1 for Analyst Certificati@nd Important Disclosures.
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Revenue Projections FY 2007 FY2008 FY2009
Licensing $ 350,000 $ 825,000 $1,275,000
South Florida Operations 290,000 390,000 445,000
Hip Hop Dance Videos 1,995,000 2,250,000 2,750,000
Branded Merchandise 60,000 187,500 360,000
Total Revenues $2,695,000 $3,652,500 $ 4,830,000
# L - +AD B & B8
# #L $ #
B 0 24 F4 7 444 444
24 43 Oo# P #
23 44 444
I P "%- $) & # 57 999 999 2A2+
$ # "o# / #
& / 8
L
1,300,000 2,650,000 5,450,000 7,000,000
$ 2,226,844 $ 4,871,498 | $ 11,046,422 $ 15,562,310
$ 630,837 $ 1,389,227 | $ 3,211,114 $ 4,679,718
$ 50,177 $ 357,427 | $ 998,474 $ 1,370,618
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See Appendix A-1 for Analyst Certificati@nd Important Disclosures.
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See Appendix A-1 for Analyst Certification and Impant Disclosures.
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Income Statement FY 2007 ** FY2008 ** FY2009 **
Revenue Projections
Licensing 5 /0,000 & 825000 % 1275000
South Florida Operations 290,000 390, 000 445000
Hip Hop Dance Videos 1,985, 000 2250 000 2750000
Branded Mercvhandise 60,000 187, 500 360,000
Revenue Total $ 2695000 % 3652500 % 4,830,000
Expenses
Advertising § 750000 § 1000000 % 1500000
Compensation 600,000 F 650,000 & 750,000
Qther Seling, General and Administrative 400,000 & 500,000 % 600,000
Studio Rental 75000 % 100,000 & 125,000
Professional fees 50,000 75,000 100,000
Merchandise Production 350,000 500, 000 650,000
Expense Total $ 2225000 % 2825000 % 3,725000
HET INCOME $ 470,000 % 827,500 % 1,105,000
** Projected
#
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Regional Sales Manager and Staff (4) 300,000 / E #
Office Expenses General: Phone, Auto, ete. 36,000 %
Travel Expenses Chaoreographer & Performer Travel 24,000 #l #
. Advertising & Publici 100,000
Marketing vertising uhlicity 9 4 74 aqr -
Trade Shows & Displays 50,000 $
Production 100,000 234 4 A 2 A3F
Hip Hop DVD Proprietary Music 50,000 ? # 73 44A
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Acquisition Talent Agency 100,000 2G A33 - #
2FF +*
Working Capital General 25,000 0 E
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%& .- 0 $
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FREE CASH FLOW (DCF MODEL)
FY2006E FY2007E FY2008E FY2009E
c ome -$130,000 $350,000| $1,636,050| $3,167,450
Depreciation & Amo 0 $1,860 -$10,015 -$26,040 -$35,290
B -$128,140 $339,985| $1,610,010| $3,132,160
ere b Federa Rate $3,800 $16,000 $16,000 $0
ease)/Decrease g Capita $55,000 -$300,000 -$510,000 -$765,000
apital Expenditure $0 $400,000 $600,000] $1,000,000
ee Ca ow to -$69,340 -$344,015 $516,010| $1,367,160
A 12.9%
PV 0 o Eq -$69,340 -$304,776 $405,007 $950,662
erprise Value al PV 0 $981,553
e al Value ordo 0 ode $17,058,891
alue o $18,040,445
alue of Eg ded deb 0 17.84
es O anding 0 61.90
€ 0.2882
Assumptions Beta 2.30 R, 8.0%
0 0 R Rm-R¢)*Beta Ry 4.25% k 12.9%

Long term Cash Flow Growth Rate

See Appendix A-1 for Analyst Certification and Imgant Disclosures.
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ANALYST CERTIFICATIONS APPENDIX A-1

The research analyst, who upon request wrote this report, certifies that the
views expressed in this research report, accurately reflects his personal view
about the subject company. The analyst also certifies that he does not own
or have any beneficial interest in shares of the covered company, also that no
part of his compensation was, is or will be directly or indirectly related to the
specific recommendation or view expressed in this report. Tri-State Capital
received $6,000 in compensation for work on the subject company from a third
party.

Based on the facts that were provided, the industry trends present and
sources of information used to produce this report, it is my best opinion and
reflection of what the companys rating and share appreciation potential could
be once research coverage is widely adopted. Investors are urged to consider
this report as only a single factor in making their investment decision. Infor-
mation, opinions or recommendations contained in this report or research note
are submitted solely for advisory and information purposes and we also do not
accept any obligation to provide updates to this report in future.

Clients of the analyst firm collectively own less than 1 percent of total shares
outstanding of the issuer. For securities recommended in this report the firm
is not a market maker, but may from time to time provide bids and offers and
may act as principal in connection with such transactions to facilitate trading
liquidity or execution. The firm of the analyst does not actively seek to do
investment banking business with the company covered in this research report.
This independent analysis and judgment relies on material supplied by the sub-
ject company and other sources, such as SEC filings believed to be reliable. The
analyst that prepared this report cannot guarantee the information contained
herein for accuracy or completeness.

All information contained in this report is subject to change without noti-
fication. The information contained in this report is not intended to be, and
shall not constitute, an offer to sell, nor solicitation of any offer to buy, any
security. Investors are advised to consult their personal broker or investment
advisor before making any decision concerning the subject company. Investors
are also urged to do their own due diligence. In our opinion, only high risk-
oriented investors who can risk the loss of their entire investment should even
consider a commitment to the covered company.

All readers are urged to peruse SEC documents relative to the subject com-
pany before making any investment decision. No reproduction of this report is
permissible without the consent of the writing analyst. All rights reserved.

TRI STATE CAPITAL. Copyright. 2007.




