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FORWARD-LOOKING STATEMENTS

This annual report on Form 10-K containsadldition to historical information, forward-loalg statements within the meaning of the
Private Securities Litigation Reform Act of 199%heke forward-looking statements are based on mare&gts current expectations and are
subject to a number of factors and uncertaintidschvcould cause actual results to differ materifithm those described in such statements.
We caution investors that actual results or busicesditions may differ materially from those paig or suggested in forward-looking
statements as a result of various factors inclyding not limited to, the risk factors describedblae We cannot assure you that we have
identified all the factors that create uncertamti@eaders should not place undue reliance on fdr@aking statements.

PART |
Item 1. Business
Background

On March 6, 2007, under an Agreement aad Bf Reorganization, dated as of September 1, @@Rjuisition Agreement"), KBL
Healthcare Acquisition Corp. Il ("KBL"), and its why owned subsidiary, Sl Acquisition Corp. ("Adgition Sub"), consummated a
transaction by which (i) Summer Infant, Inc. ("§Nas merged with and into Acquisition Sub anddii)of the outstanding capital stock of
each of Summer Infant Europe, Limited ("SIE") andvner Infant Asia, Ltd. ("SIA" and, collectively,itiv Sl and SIE, the "Targets") was
acquired directly by KBL. As used in this Repohig term "Summer” includes each of the Targets. geslun this Report, the term "Company"
means the registrant on a post-acquisition basigvi@rch 7, 2007, the securities of the Company cenwued listing on the Nasdaq Capital
Market under the symbols SUMR (common stock), SUMRVErrants) and SUMRU (units).

Effective upon closing, the Company chanigedame to Summer Infant, Inc. and Sll changedédme to Summer Infant (USA), Inc.
Thus, the Company is now a holding company calletht@er Infant, Inc. operating though its wholly-owlrsubsidiaries, Summer Infant
(USA), Inc., Summer Infant Europe, Limited and Suenimfant Asia, Ltd.

General

We are a designer, marketer, and distritoftbranded juvenile health, safety and wellnesslpcts which are sold principally to large
North American and UK retailers. We currently hawere than 70 proprietary products in various prédategories including nurse
audio/video monitors, safety gates, durable babdycts, bed rails, infant thermometers, relatedthh@ad safety products, booster and potty
seats, bouncers and a product line of soft gooddibg. Our products are sold primarily to U.S. ileta including Babies R Us, Target, KMart,
Buy Buy Baby, Meijer, Chelsea & Scott (One Step &dile Baby Depot (Burlington Coat Factory) and WadsiM

We maintain through SIE a sales, marketing distribution office in England, which servidhe United Kingdom and other parts of
Europe. SIE's largest customers are Mothercares Roys, Argos, and Tesco. In 2007, Summer InfaA)Jaccounted for approximately 9!
of net revenue and SIE accounted for approximéteds.

We maintain through SIA a product developmengineering and quality assurance office, wioiebrsees the production of all product
lines made in China.




Strategy

Our strategy is to grow our sales througlarety of methods, including:

. increased product penetration (more products dt st@ce);

. increased store penetration (more stores withih egtail customer)

. new products (at existing and new custome

. new mass merchant retail customers;

. new distribution channels (food and drug chaingepelubs, home centers, v-based retailers
. new geographies (international expansion);

. new product categories.

We have been able to grow our annual resghistorically through a combination of all of gigove factors. Each year, we have been
to expand the number of products into our mairritistion channel, mass merchant retailers, and héseadded new customers each year.
Therefore, even without new product introductioms,could grow our business by simply selling mdrewr existing product line to existing
customers.

In the future, our growth strategy will teecontinue to develop and sell new products toexisting customer base, sell new and existing
products to new customers (or expand relationshifisexisting customers), expand our sales of petalfrom our soft goods product line, and
expand in the UK and in other geographic regioneglding Japan, Mexico and Australia, among othénsaddition, there are a number of
potential acquisition candidates that could be yenlsn order to obtain new innovative products, peaduct categories, new retail customers
or new sales territories. There are approximatBly dctive juvenile product companies, of which agpnately 300 have less than $10 million
in sales. In addition, there are various produtdgaries that we do not currently compete in, idiig car seats, high chairs, walkers, nursery
care, and other categories. We may look to develmmwn products in these categories or attemgato entrance into these categories thr
acquisitions.

Products

We sell over seventy proprietary produisted in order of dollar volume importance: (i) sery audio/video monitors (approximately 3
of net sales for the year ended December 31, 200 M)aby gates (approximately 22% of net salegtie year ended December 31, 2007),
(iii) durable bath products (approximately 14% ef sales for the year ended December 31, 200%)€ rails, booster seats, potty seats, soft
goods, bouncers and other products (approximat®y 8f net sales for the year ended December 317)200

New product development teams have also bsblished to enter several new categoriesd8 2d 2009. One team is focused on
wheeled goods, play yards, swings, high chairsadher "baby gear” categories. The other team igded on the infant soft goods market
comprised mainly of bedding, blankets, home furimigh, layette and soft bath products.

Product Development and Design

Our management believes that product dewedmt is a critical element of our strategy anctess to date. Our product strategy is to
produce proprietary products that provide distiretienefits, are visually appealing, provide commece and will appeal to the mid-tier and
upper-tier buyers. Our U.S. retailers are stratdlyienotivated to buy innovative, uparket products. Our main product development &ffare
located at our Rhode Island corporate office, beialgo have




development efforts in China (six person sourcélggtronics and QA team), South Carolina (five persoft goods design office) and England
(two person team focused on meeting UK and EU stalsdand market demands).

Suppliers and Manufacturing

Except for certain injection-molded bathgupotty seats and gates, which are manufactordekiU.S., substantially all of our other
products are manufactured in southern China apffi@st near Hong Kong. We currently use fifteen @eanfactories. Accordingly, we are not
dependent on any one manufacturer. We own our oaldsnSIA provides us with a local sourcing pregeacd the ability to oversee quality,
electronic engineering and other issues that miag during production.

Transportation of Chinaade goods to our warehouses typically takes tiorézur weeks, depending on the location of theelause. W
maintain our inventory at warehouses located inf@ala, Rhode Island, Canada, and the United KamgdMost of our customers pick up tr
goods at regional warehouses. We also use UPSthedammmon carriers to arrange shipments to cust®mho request such arrangements,
primarily smaller retailers and specialty stores.

We use several manufacturers in the UiSodo injection molded products that account fomsen 15% and 20% of our annual net
revenues.

Sales and Marketing

Our sales are primarily derived from thkesd juvenile health, safety and wellness prodacis are recognized upon transfer of title of
product to our customers. Our products are markateldsold through several distribution channelligtiog chain retailers, specialty retailers
and direct to consumers.

Sales are made utilizing standard credit$eof 30 to 60 days. We generally accept retunhg for defective merchandise.
Competition

The juvenile health, safety and wellneshigtry has many participants, none of which havaidant market share, though certain
companies have disproportionate strength in cesiagments. Our largest direct competitors are Daodklstries (Safety 1st and Cosco brands),
Evenflo (Evenflo, Gerry, and Snugli brands), FisReice (part of Mattel, Inc.), The First Years (dsidiary of RC2 Corporation) and Graco (a
subsidiary of Newell Rubbermaid). In addition, warpete in certain of our product lines with a numifesmaller private companies, such as
KidCo, Inc. and Munchkin.

The primary methods of competition in thduistry consist of product innovation, brand positig, quality, price and other factors suc
timely distribution. Our competitive strengths imdé our experienced product development staffability to develop new products, brand
positioning, relationships with major retailersdahe quality and pricing of our products.

Intellectual Property

We rely on a combination of patents, li@nand trade secrets to protect our intellectugdgnty. Our patents currently in effect include
various design features related to bedrails, infaats, bouncers, and potty chairs, with sevehalrgtatents pending for monitors, baby swings,
and other items. The patents expire at variousgtiover the next 20 years. We also have licenseeagmets relating to the use of patented
technology owned by third parties in certain of ptmducts. We are the sole owner of the molds irsethnufacturing our products.
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Customers

Our top 15 customers in North America gl Wnited Kingdom together comprised over 90% afgales in fiscal 2007. Some of these
customers include Babies R Us, Target, KMart, TRyds Canada, and Wal-Mart in North America, anthaUnited Kingdom, Mothercare
and Argos.

Seasonality

There are not significant variations inse®l demand for our products. Sales to our retalomers are generally higher in the time fri
when retailers take initial shipments of new praduthese orders usually incorporate enough pradudt each store plus additional amounts
to be kept at the customer's distribution centhe fiming of these initial shipments varies by oustr depending on when they finalize store
layouts for the upcoming year, and whether theeeaay mid-year product introductions.

Geographic Regions

Approximately 90% of our net revenues gtél 2007 were made in North America, primarily theted States (87%) and Canada (3%).
The remaining 10% of net revenues in fiscal 200Feweade primarily in the United Kingdom.

Facilities

We are headquartered in a 52,000 squatéhfalquarters/warehouse facility in Woonsocketdehisland. This facility provides for
12,000 square feet of office space and a 40,008redaoot warehouse. We are the owner of this fgcili

We have a 36 month, 3,750 square foot l&asaffice space in South Carolina. We have a 2t lease for a small office space in Hong
Kong, as well as a 60 month lease for a small effjgace in the United Kingdom.

We maintain inventory at leased warehous&salifornia (two warehouses which total approxieta 170,000 square feet) and Rhode
Island (approximately 44,000 square feet), Canagprpximately 31,000 square feet) and the Unitadyom (approximately 16,000 square
feet).

Regulatory Matters

We obtain all necessary regulatory agemgravals for each of our products. In the U.S.s¢happrovals may include, among others, one
or more of the Consumer Product Safety CommissiGREC"), the American Society of Test Methods ("A87, the Juvenile Products
Manufacturing Association ("JPMA"), the Federal Gommications Commission (“FCC") and the Food andgDkdministration ("FDA"). We
conduct our own internal testing, which utilize§¥@eseeable use and abuse" testing method aresigred to subject each product to the
"worst case scenario." Our products are also fretijigested by independent government certified.lab

Insurance

We carry a product liability insurance pglihat provides us with $9,000,000 of liabilityvevage with a minimal deductible. We consult
with our insurers to ascertain appropriate liapitibverage for our product mix. We anticipate imsiag our insurance coverage in the future in
line with our expanding sales and product breadth.




Employees

As of December 31, 2007, we employed d tftd05 people, 75 of whom work in the headquarterd distribution centers in Rhode
Island. Our employees are distributed across theimg functional areas: (i) product developmedd); (ii) operations (50); (iii) administrati
and financial (10) and (iv) sales (11). Our empks/are not covered by a collective bargaining ages¢. We consider our employee relations
to be good.

Available Information

We maintain our corporate websitevatw.summerinfant.coand we make available, free of charge, throughweissite our annual repi
on Form 10-K, quarterly reports on Form 10-Q, carreports on Form 8-K, and amendments to thosertethat we file with or furnish to the
Securities and Exchange Commission, as soon asaaly practicable after we electronically file thaaterial with, or furnish it to, the SEC.
Information on our website is not part of this rep@his report includes all material informatiolmoaut us that is included on our website and is
otherwise required to be included in this report.

Iltem 1A. Risk Factors

The risks described below are not the oisks we face. Additional risks that we do not kebw of or that we currently think are
immaterial may also impair our business operatitfremy of the events or circumstances describatierfollowing risks actually occur, our
business, financial condition or results of operadicould be materially adversely affected. In ¢hoases, the trading price of our common
stock could decline.

The concentration of our business with a base of retail customersthat make no binding long-term commitments means that economic
difficulties or changesin the purchasing policies of our major customers could have a significant impact on our business.

A number of large, retail customers accdansubstantially all of our net revenues. Our tiogee customers, Toys R Us, KMart and Ta
combined accounted for approximately 70% of oursadgs in 2007. Because of the concentration obasiness with these customers, and
because we have no long term contracts with thestmers, our success depends on our customdisgwéss to purchase and provide shelf
space for our products. An adverse change in datigaship with any of our large customers or angfein the financial viability of any of
these customers could adversely affect our restitperations and financial condition.

Our ability to grow and compete will be harmed if we do not successfully satisfy consumer preferences, enhance existing products, develop
and introduce new products, and achieve market acceptance of those products.

Our business and operating results depangelly upon the appeal of our products. Consunefepnces, particularly among parents, who
are the end purchasers of our products, are cdhstdranging. Our success will, in large part, depen our ability to identify emerging trends
in the health, safety and wellness marketplace dastbn products that address consumer demandrand gafe and cost-effective. Our
product offerings compete with those of many ott@npanies, many of which are much larger than dseaijpy broader brand recognition &
significant distribution channel relationships, eihimeans that our market position is always at sk ability to maintain and increase our
current market share will depend upon our abilitamticipate changes in consumer preferences disfiyshese preferences, enhance existing
products, develop and introduce new products atabksh and grow distribution channels for thesgdpicts, and ultimately achieve market
acceptance of these products.




We are dependent on key personnel, and our ability to grow and compete in our industry will be harmed if we do not retain the continued
services of our key personnel, or we fail to identify, hire, and retain additional qualified personnel.

We are dependent on the efforts of our mameent team, and the loss of services of membeygrahanagement team, each of whom has
substantial experience in the juvenile health,tgadad wellness markets, could have an adverseteaffeour business. If any members of
management leave, their departure could have agrseeffect on our operations and could adverdgtdgteour ability to design new products
and to maintain and grow the distribution chanf@®ur products.

In addition, if our operations continuegr@w in a manner consistent with our historicalvgtorates, it will be necessary for us to attract
and retain additional qualified personnel. The reafkr qualified and talented product developmesrspnnel in the consumer goods market
generally and the juvenile health, safety and vesnproducts market specifically is intensely cditige. If we are unable to attract or retain
qualified personnel as needed, the growth of oeratpons could be slowed or hampered.

I ntellectual property claimsrelating to our products could increase our costs and adversely affect our business.

We have from time to time received clairhalteged infringement of patents relating to ciertaf our products, and we may face similar
claims in the future. These claims relate to allegatent infringement and are primarily the resfitiewly issued patents that were not in force
when we initially brought the subject products tarket. The defense of intellectual property clagas be costly and time consuming, even in
circumstances where the claim is without merit. WM&y be required to pay substantial damages oeswdtit costs in order to resolve these
types of claims. In addition, these claims couldarially harm our brand name, reputation and ojerat

Werely on foreign suppliersin Chinato manufacture the majority of our products, and any adverse change in our relationship with our
suppliers could harm our business.

We rely on numerous third-party suppliersated in China for the manufacture of most ofmaducts. While we believe that alternative
suppliers could be located if required, our prodigatrcing could be affected if any of these supplé® not continue to manufacture our
products in required quantities or at all, or vitie required levels of quality. We enter into pa®h orders with our foreign suppliers and dc
enter into any long term contracts. In additioffficlilties encountered by these suppliers, suclirasaccident, natural disasters, outbreaks of
contagious diseases, or political unrest, coultdradlisrupt production at the affected locatiaesulting in delay or cancellation of orders. /
of these events could result in delayed deliveniess of our products, causing reduced sales amd twaour reputation and brand name.

In particular, in 2007, our suppliers base@hina faced significant additional costs, assult of raw materials shortages, the further
strengthening of the Chinese currency ("RMB") verthe US dollar, rising labor rates and increasesergy prices. In 2007, the RMB rose
roughly 6.5% against the US dollar. Additionallyhi@ese suppliers were impacted by Government intheesductions on tax refunds. While
we anticipate being able to pass on some portidhasfe increased costs to our customers, conticngtdressures on our suppliers will
inevitably be passed on to us.

Increasesin the cost of materials or labor used to manufacture our products could decrease our profitability and therefore negatively impact
our business and financial condition.

Because our products are manufactureditg-piarty suppliers, we do not directly purchase tiaterials used in the manufacture of our
products. However, the prices paid by us to thepelgers could increase if raw materials, laborothrer costs increase. If we cannot pass these
increases along to our customers, our profitabiliy be adversely affected.
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Because we rely on foreign suppliersand we sell in to foreign markets, we are subject to numerous risks associated with international
business that could increase our costs or disrupt the supply of our products, resulting in a negative impact on our business and financial
condition.

Our international operations subject usgks, including:

. economic and political instability,

. restrictive actions by foreign governments,

. greater difficulty enforcing intellectual propenights and weaker laws protecting intellectual gy rights,

. changes in import duties or import or export resiois,

. timely shipping of product and unloading of prodtlebugh West Coast ports, as well as timely trdekvery to our
warehouses,

. complications complying with the laws and policé#ghe United States affecting the importation obds, including duties

guotas, and taxes, and

. complications in complying with trade and foreigex taws.
Any of these events or circumstances cdiddupt the supply of our products or increaseexrenses.
Product liability, product recalls, and other claimsrelating to the use of our products could increase our costs.

Because we sell infant and juvenile healéifiety and wellness products to consumers, wegdiaaghict liability risks relating to the use of
our products. We also must comply with a varietpfduct safety and product testing regulationsdfface a product liability claim or fail to
comply with these regulations, we may be subjecbosily litigations, damage awards, fines or setat costs that exceed our insurance
coverage. We also would incur significant costsannection with any product recall requirementseiEif a product liability claim is without
merit, the claim could harm our reputation and dimeanagement's attention and resources from ainéss.

Competition in our markets could reduce our net sales and profitability.

We operate in highly competitive markete ¥émpete with several large domestic and fore@mpanies and with other producers of
infant products. Many of our competitors have langgerating histories, greater brand recognitiowl greater financial, technical, marketing
and other resources than we have. In addition, @ face competition from new participants in ourkess because the infant product indu
has limited barriers to entry. We experience pcompetition for our products, competition for shegfice at retailers and competition for
licenses, all of which may increase in the futlffeve cannot compete successfully in the future, et revenues and profitability will likely
decline.




We may experience difficulties in integrating strategic acquisitions.

As part of our growth strategy, we inteagtrsue acquisitions that are consistent withneission and enable us to leverage our
competitive strengths. The integration of acquirethpanies and their operations into our operatiowslves a number of risks, including:

. the acquired business may experience losses thlt adversely affect our profitabilit

. unanticipated costs relating to the integratioaajuired businesses may increase our expenses;

. possible failure to obtain any necessary consenttsettransfer of licenses or other agreementiseoatquired company;

. possible failure to maintain customer, licensor atiger relationships after the closing of the teantion of the acquired compa
. difficulties in achieving planned cost-savings aydergies may increase our expenses or decreaseonavenues;

. diversion of management's attention could impagirthbility to effectively manage our business agiens; anc

. unanticipated management or operational problenfialilities may adversely affect our profitabilignd financial conditior

In addition, any future acquisitions or@stments may result in:

. issuances of dilutive equity securities, which rbaysold at a discount to market price;

. use of significant amounts of cash;

. the incurrence of deb

. the assumption of significant liabilities;

. unfavorable financing terms;

. large on-time expenses; ar

. the creation of intangible assets, including godigttie write-down of which may result in significant chargestonings

Our debt covenants may limit our ability to complete acquisitions, incur debt, make investments, sell assets, merge or complete other
significant transactions.

Our line of credit includes provisions tipédce limitations on a number of our activitieg;luding our ability to:

. incur additional debt
. create liens on our assets or make guarantees;
. make certain investments or loans;

. pay dividends; o

. dispose of or sell assets or enter into a mergsinaitar transaction.

We could issue additional common stock, which might dilute the book value of our common stock.

Our board of directors has authority, withaction or vote of our stockholders in most cagessue all or a part of our authorized but
unissued shares. These stock issuances could eahad




price that reflects a discount from the then-curteading price of our common stock. In additiomraise capital, we may need to issue
securities that are convertible into or exchangeédi a significant amount of our common stock. Shissuances would dilute your percentage
ownership interest, which would have the effeateafucing your influence on matters on which oucktwlders vote, and might dilute the b
value of our common stock. You may incur additiogiéition if holders of stock options, whether @mtly outstanding or subsequently
granted, exercise their options, or if warrant lkeoddexercise their warrants to purchase sharegrafammon stock.

Asa"thinly-traded" stock, large sales can place downward pressure on our stock price.

Our common stock experiences periods wheould be considered "thinly traded." Finance $eantions resulting in a large amount of
newly issued shares that become readily tradablether events that cause current stockholdersltsisares, could place downward pressure
on the trading price of our stock. In addition, thek of a robust resale market may require a $tolcler to sell a large number of shares in
increments over time to mitigate any adverse impéatte sales on the market price of our stock.

Anti-takeover provisionsin our organizational documents and Delaware law may limit the ability of our stockholdersto control our policies
and effect a change of control of our company and may prevent attempts by our stockholdersto replace or remove our current management,
which may not bein your best interests .

There are provisions in our certificatéraforporation and bylaws that may discourage altparty from making a proposal to acquire us,
even if some of our stockholders might considemttuposal to be in their best interests, and mayemt attempts by our stockholders to
replace or remove our current management. Thesgsfons include the following:

. our certificate of incorporation provides for thrdasses of directors with the term of office oéartass expiring each ye:
commonly referred to as a staggered board. By ptagstockholders from voting on the election aireathan one class of
directors at any annual meeting of stockholdeis,fgtovision may have the effect of keeping theeurmembers of our board
of directors in control for a longer period of titten stockholders may desire;

. our certificate of incorporation authorizes our tebaf directors to issue shares of preferred switthout stockholder approval
and to establish the preferences and rights opagfierred stock issued, which would allow the bdarissue one or more clas
or series of preferred stock that could discouragdelay a tender offer or change in control; and

. our bylaws require advance written notice of staiétr proposals and director nominations.

Additionally, we are subject to Section 203he Delaware General Corporation Law, whichgémeral, imposes restrictions upon
acquirers of 15% or more of our stock. Finally, bioard of directors may in the future adopt othetgrtive measures, such as a stockholder
rights plan, which could delay, deter or prevenhange of control.

Iltem 1B. Unresolved Staff Comments
None.
Iltem 2. Properties

We are headquartered in a 52,000 squatéhfaalquarters/warehouse facility at 1275 Park Base, Woonsocket, Rhode Island. This
facility provides for 12,000 square feet of offiggace and a 40,000 square foot warehouse. Weeaoavtter of this facility.
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We have a 36 month, 3,750 square foot l&asaffice space at 9348 Old Bailes Road, Fori Mibuth Carolina. The monthly rent is
$2,500. We have a 24 month lease for a small offi@xe at 4A Ashley Road, Hong Kong. The monthhy i:approximately $2,500. We also
have a 60 month lease for a small office spackeaBburnehall House in the United Kingdom. The rhiyntent is approximately $5,400.

We maintain inventory at leased warehous&salifornia (approximately 170,000 square fedtjoh includes two warehouses). The firs
at 14404 Best Avenue, Santa Fe Springs, CA. Thethmhorent is approximately $28,000. The second Wwanse is at 6101-6121 Peachtree
Street, Commerce, CA. The monthly rent is approxétye$70,000. The Rhode Island warehouse (appraeignd4,000 square feet) is at 35
Industrial Road, Cumberland, RI. The monthly remapproximately $16,500. The Canada warehousedgzippeitely 31,000 square feet) is at
1055 Middlegate Road, Ontario, Canada. The mom#yis approximately $14,000. The United Kingdoare@house (approximately 16,000
square feet) is at 2-10 Carver Way, Harelston, Tie monthly rent is approximately $8,000.

Iltem 3. Legal Proceedings

In August 2006, Dorel Juvenile Group, Ifi@orel") filed a complaint in the United Statessbict Court for the Southern District of
Indiana against Lois DiMartinis, a current emplopé®urs, claiming, among other things, that steabhed her non-disclosure obligations by
taking confidential information with her when defiag employment from Dorel, and that she would itely disclose confidential
information in the course of performing duties ffi@r new employer, Summer. Dorel, in its complaictused us of engaging in a pattern of
hiring employees from Dorel for the purpose of atitegy Dorel's confidential information for use inrgproduct designs and business. On
October 20, 2006, the court denied Dorel's mot@mfeliminary injunction, finding that Dorel wastreasonably likely to succeed on the
merits of its case. On June 1, 2007, briefs wéed find oral arguments were heard by the Appelatert in Indiana. In December 2007, we
entered into a confidential settlement agreemettit @orel resolving this litigation. The terms ofdtsettlement were not material.

Item 4. Submission of Matters to a Vote of Secity Holders

No matter was submitted to a vote of oaclsholders during the fourth quarter of the fisgeédr ending December 31, 2007.

PART Il
ltem 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases &quity Securities
Price Range of Common Stc

On March 7, 2007, our common stock, wagamd units commenced listing on the Nasdaq Cagiaket under the symbols "SUMR",
"SUMRW" and "SUMRU", respectively.

On March 17, 2008, we announced that effedflarch 28, 2008, the units will be separated their component securities, consisting of
one share of common stock and two warrants. Asatrdeginning on March 28, 2008, the units wéase trading.
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The high and low closing prices for our enan stock as reported on the Nasdaq Capital Méokeéhe periods indicated below were as
follows:

High Low
Fiscal Year Ended December 31, 20C
March 7, 2007 to March 31, 20! $ 528 $ 4.9¢
Second Quarte $ 544 $ 472
Third Quartel $ 53C $ 4.0¢
Fourth Quarte $ 550 $ 4.1¢

Holders of Common Stor

As of March 14, 2008, there were approxaheatwelve shareholders of record of our commoglstBecause shares of our common stock
are held by depositaries, brokers and other norejitbe number of beneficial holders of our shasemibstantially larger than the number of
record holders.

Dividend Policy

There have been no cash dividends dectarexiir common stock since our company was forméddénds are declared at the sole
discretion of our Board of Directors. Our intentismot to declare cash dividends and retain ahdar our operations.

Issuer Repurchases of Equity Securi

On October 9, 2007, we made a tender tdfefl holders of our warrants to repurchase eaatramt for $1.00. The tender offer expired on
November 8, 2007. The total number of warrants lpased in the tender offer was 14,766,047. The sumember of warrants outstanding a
the tender offer is 3,633,953.

Item 6. Selected Consolidated Financial Data
N/A

Iltem 7. Management's Discussion and Analysis &inancial Condition and Results of Operations (dotir amounts in thousands, except
share and per share data)

The information contained in this secti@s been derived from our consolidated financidestents and should be read together with our
consolidated financial statements and related rintdsded elsewhere in this filing.

The following discussion is intended toistsis the assessment of significant changes amtisr related to our results of operations and
financial condition. This discussion and analy$isidd be read in conjunction with our consoliddiedncial statements and notes thereto
included herein. Our business has grown organidalgll of our markets. We derive our net revenfies the sale of health, safety and
wellness products for infants and toddlers. Oureegnue is driven by our ability to design and keadesirable products, identify business
opportunities and secure new and renew existirtgldigion channels. Our income from operationsdéswkd from our ability to generate
revenue and collect cash in excess of labor aref attsts of providing our products and selling,egahand administrative costs.

Company Overview

We are a designer, marketer, and distritoftbranded juvenile health, safety and wellnesslpcts which are sold principally to large
North American and UK retailers. We currently havere
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than 70 proprietary products in various producggaties including nursery audio/video monitorsesafates, durable bath products, bed rails,
infant thermometers, related health and safetyymritsd booster and potty seats, bouncers and a girtide of soft goods/bedding.

Our strategy is to grow net revenues thhoaigariety of methods, including:

. increased product penetration (more products dt siace);

. increased store penetration (more stores withih eatail customer)

. new products (at existing and new custome

. new mass merchant retail customers;

. new distribution channels (food and drug chaingepclubs, home centers, web-based retailers);
. new geographies (international expansion);

. new product categories.

We have been able to grow our annual netmees historically through a combination of altlué above factors. Each year, we have been
able to expand the number of products into our rdatribution channel, mass merchant retailers,bane: also added new customers each
year. Therefore, even without new product introdurt, we could grow our business by simply sellimgre of our existing product line
existing customers.

In the future, our growth strategy will teecontinue to develop and sell new products toexisting customer base, sell new and existing
products to new customers (or expand relationshifisexisting customers), expand our sales of pctlfrom our soft goods product line, and
expand in the UK and in other geographic regionsl(iding Japan, Mexico and Australia, among othénsaddition, there are a number of
potential acquisition candidates that could be yedsn order to obtain new innovative products, peaduct categories, new retail customers
or new sales territories. There are approximatély dctive juvenile product companies, of which agpnately 300 have less than $10 million
in sales. In addition, there are various produtggaries that we do not currently compete in, idicig car seats, high chairs, walkers, nursery
care, and other categories. We may look to develmmwn products in these categories or attemgaio entrance into these categories thrt
acquisitions.

As we continue to grow through internatiatives and any future acquisitions, we will inadditional expenses. Two of the key areas in
which those increased expenses will likely occersales and product development. In order to gedesswe will likely hire additional sales
personnel to service new geographic territoriesy$oexisting resources on specific parts of theddinStates market and retain product line
specialists to drive sales of new and existing potglin specific areas in which we believe we @adily increase sales. Product development
expenses will increase as we develop new prodoasisting and new categories.

If we were to acquire one or more compaagpart of our growth strategy, we would faceaasichallenges such as the integration of the
acquired companies' product lines, employees, miagkeequirements and information systems. Ongaifigstructure investment also may be
required to support realized growth, including exgiires with respect to upgraded and expandednrdton systems and enhancing our
management team.

Sales

Our sales are primarily derived from thie s juvenile health, safety and wellness prodacts are recognized upon transfer of title of
product to our customers. Our products are markét@digh several distribution channels includingiohretailers, specialty retailers and direct
to consumers.
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A number of large, retail customers accdansubstantially all of our net revenues. Custmsribat generated more than 10% of net
revenues for the year ended December 31, 2007 Togre R Us (42% of such net sales), Kmart (15% ohsuet revenues), and Target (13%
such net revenues). Because of the concentratioardfusiness with these customers, and becausaweeno long term contracts with these
customers, our success depends on our custombirsymess to purchase and provide shelf spacedopmducts.

Approximately 90% of net revenues are aquttyemade to customers in North America, with teeaining 10% primarily made to
customers in the UK. Sales are made utilizing steshdredit terms of 30 to 60 days. We generallypteeturns only for defective
merchandise.

Cost of goods sold and other expenses

Our products are manufactured by thirdipsrtwith approximately 80-85% of the dollar vabfeproducts being manufactured in China
and the majority of the balance being manufactimatle United States. Cost of goods sold primaslyresents purchases of finished products
from these third party manufacturers. The remaid@ur cost of goods sold includes duties on aeitaported items, freight-in from
suppliers and miscellaneous charges from contracufacturers. Substantially all of our purchasesnaade in US dollars, therefore most of
this activity is not subject to currency fluctuat#o If our suppliers experience increased raw risdsetabor or other costs and pass along those
cost increases through higher prices for finisheodg, our cost of sales would increase, and textent we are unable to pass these price
increases along to our customers, our gross mangodd decrease.

In particular, in 2007, our suppliers base€hina faced significant additional costs, assult of raw materials shortages, the further
strengthening of the Chinese currency ("RMB") verthe US dollar, rising labor rates and increasesergy prices. In 2007, the RMB rose
roughly 6.5% against the US dollar. AdditionallyhiGese suppliers were impacted by Government ingposguctions on tax refunds. While
we anticipate being able to pass on some portidhasfe increased costs to our customers, conticnspressures on our suppliers will
inevitably be passed on to us.

Selling, general and administrative expsrs@narily consist of payroll, insurance, professil fees, royalties, freight out to customers,
product development costs, advertising and marfgetipenses (including co-op advertising allowaraesegotiated with certain customers)
and sales commissions. Several of these itemsufitetvith sales, some are based on sales to partaistomers and others are based on sales
of particular products.

There are not significant variations ins®el demand for our products. Sales to our ret@fomers are generally higher in the time fri
when retailers take initial shipments of new pradu€hese orders usually incorporate enough praduit each store plus additional amounts
to be kept at the customer's distribution centhe fiming of these initial shipments varies by oustr depending on when they finalize store
layouts for the upcoming year, and whether theeeaay mid-year product introductions.

Summary of critical accounting policies and estimags

This summary of our critical accountingipis is presented to assist in understanding onsalidated financial statements. The
consolidated financial statements and notes areseptations of our management, which is respan$ibltheir integrity and objectivity. The
accounting policies conform to accounting principdeenerally accepted in the United States of Amaaaitd have been consistently applied in
the preparation of the consolidated financial stetets.

We make certain estimates and assumpti@isaffect the reported amounts of assets anditiabiand the reported amounts of revenues
and expenses. The accounting policies describeshvbel
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are those we consider critical in preparing ouafiicial statements. Some of these policies incligtéficant estimates made by management
using information available at the time the estesawere made. However, these estimates could clmaatgially if different information or
assumptions were used.

Nature of operation

We are engaged in the design, marketingd@stdbution of juvenile products. The majority afir net revenues (90% of total revenues) are
derived from retail customers in North America. Tamaining 10% of net revenue is derived from fetastomers in the United Kingdom. We
also maintain a research and development stafsia fo revenues are generated directly out of)Asia

Revenue recognitic

We follow the guidance of the Securitied &xchange Commission ("SEC") Staff Accounting Bl 104 for revenue recognition. In
general, we record revenue when persuasive eviddrare arrangement exists, product delivery hasiwed, the sales price to the customer is
fixed or determinable and collectability is readulgaassured. Sales are recorded net of provisionsefurns and allowances, product placer
fees, customer discounts and other sales relasedutits. We base our estimates for discountsngaund allowances on negotiated customer
terms and historical experience. These estimatesudject to variability, as actual deductions itelkg customers may be different from the
estimates recorded.

Sales incentives or other consideratiorgilty us to customers that are considered adjustroéthe selling price of our products, suct
allowances and product placement fees, are refledeeductions of revenue. Sales incentives dra gbnsideration that represent costs
incurred by us for assets or services received) aadhe appearance of our products in a custormaitsal circular ad, are reflected as selling
and marketing expenses in the accompanying statsroéimcome.

Trade receivables

We carry our trade receivables at netzable value. On a periodic basis, we evaluateradetreceivables and establish an allowance for
doubtful accounts based on a history of past batl @gense, collections and current credit conatitid’he allowance is adjusted based on
actual writeoffs that occur. We have a credit iasge policy to protect against potential lossetougiated amounts from certain customers.

We do not accrue interest on trade recédgatd\ receivable is considered past due if paymbate not been received within the credit
terms on the account, typically 60 days for mostamers. We will turn an account over for collestaround 120 days past due. Accounts are
considered uncollectible if no payments are receB@to 90 days after they have been turned overditection.

Inventory

Inventory is comprised of finished goods #nstated at the lower of cost, inclusive ofgrgiand duty, or market (net realizable value)
using the first-in, first-out (FIFO) method. Our rghousing costs are charged to expense as inclmkeshtory write-downs are recorded for
damaged, obsolete or slow-moving inventory. Managerses estimates to record write-downs baset$ seview of inventory by product
category, including length of time on hand andmeates of future orders for each product. Changesmsumer preferences, as well as demand
for products, customer buying patterns and invgntaanagement could impact the inventory valuation.
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Goodwill and Other Intangible Assets

Effective January 1, 2002, the Financiatdunting Standards Board adopted SFAS No. 1&ddwill and Other Intangible Assets.
SFAS 142 requires that goodwill and intangible et have indefinite useful lives no longer bbject to amortization and be tested at least
annually for impairment based on discounted cashd]

The Company reviews long-lived assetsrgrairment whenever events or changes in circumasaindicate that the carrying amount of
an asset may not be recoverable. An asset is @mrsido be impaired when the sum of the undiscalifutieire net cash flows expected to re
from the use of the asset and its eventual dispasixceeds its carrying amount. The amount of impent loss, if any, is measured as the
difference between the net book value of the amseits estimated fair value.

Income taxe

The provision for income taxes is basedonannualized effective tax rate for the yeareEtifze January 1, 2007, we adopted the
provisions of FASB Interpretation No. 48 ("FIN 48"Accounting for Uncertainty in Income Taxes—Ardrpretation of FASB Statement
No. 109." FIN 48 provides detailed guidance forfinancial statement recognition, measurement asaclabure of uncertain tax positio
recognized in the financial statements in accordavith SFAS No. 109. Tax positions must meet a ‘&ikely-thannot" recognition thresho
at the effective date to be recognized upon thetaioof FIN 48 and in subsequent periods. Uporettheption of FIN 48, we had no
unrecognized tax benefits.

Deferred income tax assets are adjusted\majuation allowance, if necessary, to recognitteré tax benefits only to the extent, based on
available evidence, it is more likely than not sbeimefits will be realized. We recognize interest penalties, if any, related to uncertain tax
positions in selling, general and administrativpenses.

The tax years 2004 through 2006 remain apexxamination by the major taxing jurisdictionsathich we operate. We expect no material
changes to unrecognized tax positions within the tveelve months.

Other use of estimates

The preparation of financial statementsdnformity with accounting principles generally apted in the United States of America
requires management to make estimates and assasihiat affect certain reported amounts and diaodss Accordingly, actual results could
differ from those estimates.

Results of Operations

Summer Infant, Inc. and Subsidiaries (formerly KBL Healthcare Acquisition Corp. II)
Consolidated Statements of Income
For the Years Ended December 31, 2007 and 2006
(Dollars in thousands)

Year Ended Year Ended
December 31, 2007 December 31, 2006
Net sales $ 68,117 $ 0
Cost of goods sol 42,35¢ 0
Gross profil 25,76 0
Operating expenses (including interest (incor 20,96¢ (849
Income tax expens 1,67¢ 177
Net income $ 3,11t $ 672
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The results of operations for the year drnidecember 31, 2006 represent the general and &drative expenses of our predecessor, KBL
Healthcare, net of interest income generated byppeoximate $52,000,000 in cash that KBL had shélance sheet. This cash ultimately
funded the KBL/ Summer Infant merger. The resultsperations for the year ended December 31, 28pisent the combined activity of
KBL Healthcare from January 1, 2007 through MarcR@7 and the activity of Summer Infant from Maé;t2007 through December 31,
2007. KBL Healthcare historically had no sales iarsg profit, while Summer Infant has both salesgumods profit, in addition to other normal
operating expenses. Therefore, the amounts inth@bove periods cannot be compared in a meanifaghblon.

To give the reader some additional information onhie performance of the underlying Summer Infant opeations, the following
table represents the results of the Summer Infantmerating company for the years ended December 310@7 and 2006. This table is
being presented to give the reader more informatiombout the underlying performance of the ongoing oprating company, because
KBL Healthcare had no operating business in 2006.

Summer Infant, Inc. and Subsidiaries
Statements of Income
For the Years Ended December 31, 2007 and 2006
(Dollars in thousands)

Year Ended Year Ended
December 31, 2007 December 31, 2006
Net sales $ 80,517 100.(%$ 52,19 100.(%
Cost of goods sol 50,03 62.1% 31,87: 61.1%
Gross Profit 30,48( 37.% 20,32¢ 38.%
SG&A expenses(z 22,45¢ 27.%% 15,27+ 29.2%
EBITDA as adjusted(b 8,022 10.% 5,05(C 9.7%

(a) Excluding depreciation, amortization, merger relad®penses, and stock option expense.

(b) See non-GAAP discussion below regarding the contipntaf EBITDA (see page 20).
Year ended December 31, 2007 compared with yeagdebécember 31, 2006

Net sales increased 54% from approxim&ibR,197,000 in the year ended December 31, 208fpgmximately $80,517,000 for the year
ended December 31, 2007. This increase was privadtiibutable to increased distribution of exigtiproducts throughout our customer base,
introduction of new products, and expansion intev castomers.

Gross profit increased 50% from approxiya$20,324,000 for the year ended December 31, 20@@proximately $30,480,000 for the
year ended December 31, 2007. This increase wamply attributable to the 54% increase in netsadtightly offset by increased cost
goods due to raw material increases and a charg®duct mix.

Selling, general and administrative expsrisereased from approximately $15,274,000 foryéer ended December 31, 2006 to
approximately $22,458,000 for the year ended Deeer@b, 2007. This increase was primarily attriblédb increased variable costs such as
co-op advertising allowances as a result of theisg@nt increase in sales. In addition, there weoeeased expenditures in product
development, headcount, professional fees, andhease operations.

To give the reader some additional information onhe performance of the underlying Summer Infant opeations, the following
table represents the results of the Summer Infantmerating company for the years ended December 310@6 and 2005. This table is
being presented to give the reader more informatiombout the underlying performance of the ongoing oprating company, because
KBL Healthcare had no operating business in 2006 02005.
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Summer Infant Inc. and Affiliates
Combined Statements of Income
For the Year Ended December 31, 2006 and 2005
(Dollars in thousands)

December 31, 2006 December 31, 2005
Net revenue $ 52,19] 100.(%$ 35,53t 100.(%
Cost of goods sol 31,87: 61.1% 23,00¢ 64.7%
Gross Profil 20,32« 38.% 12,521 35.%%
Selling, general and administrative exper 15,27« 29.2% 10,14¢ 28.6%
Litigation and deerelated fees and expen: 1,23( 2.4% 0 0.C%
Depreciation expens 66¢ 1.3% 411 1.2%
Income before intere: 3,152 6.C% 1,96¢ 5.8%
Interest expens 93¢ 1.8% 451 1.2%
Income before taxes and minority inter 2,214 4.2% 1,513 4.3%
Income tax expens 26 0.C% 31 0.1%
Net income before minority intere 2,18¢ 4.2% 1,48¢ 4.2%
Minority interest in net income of affilial 25¢ 0.5% 61 0.5%
Net Income $ 1,92¢ 3.7%$ 1,32¢ 3.7%

Year ended December 31, 2006 compared with yeagdebécember 31, 2005

Net sales increased 47% from approxim&idh,535,000 in the year ended December 31, 208ppgmximately $52,197,000 for the year
ended December 31, 2006. This increase was priratiibutable to increased distribution of ourgwots throughout our customer base, with
the largest dollar increases occurring at Toys RTadsget and Kmart.

Gross profit increased 62% from approxitya$d 2,527,000 for the year ended December 31, 20@pproximately $20,324,000 for the
year ended December 31, 2006. This increase wamply attributable to the 50% increase in netsad®@mbined with sales of higher mar
products and reductions in customer product retdangig 2006, which resulted in a reduction of cafsjoods sold as a percentage of sales
from 64.7% in 2005 to 61.1% in 2006.

Selling, general and administrative expensereased from approximately $10,148,000 foryéer ended December 31, 2005 to
approximately $15,274,000 for the year ended Deeer@b, 2006. This increase is primarily attribuéatdl increases in headcount to build the
infrastructure required to support the rapid salegease, in addition to costs incurred in the tigvment of the soft goods line.

Litigation and merger related expensessiased from $0 for the year ended December 31, @0$5,230,000 for the year ended
December 31, 2006. This increase was primarilytddees associated with the KBL merger, legal essociated with the start-up of the soft
goods product line introduced for 2008, and litigratcosts associated with a lawsuit filed by Daheit was settled in 2007.

Depreciation and amortization expense emed from approximately $411,000 for the year eridlecember 31, 2005 to approximately
$668,000 for the year ended December 31, 2006.iftisase was primarily attributable to increasapital spending during 2005 which
resulted in higher depreciation expense in 2006.

Interest expense increased from approxim&us1,000 for the year ended December 31, 20@ppwoximately $938,000 for the year
ended December 31, 2006. This increase was privadtiibutable to increased borrowing levels in 90 support our rapid growth in
revenues and working capital needs.
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Net income increased from approximately\3$%,000 for the year ended December 31, 2005 tmajpately $1,929,000 for the year
ended December 31, 2006. This increase was priyredtiibutable to the increased sales and grod# peycentage as described above.

Liquidity and Capital Resources

We generally fund our operations and waglkéapital needs through cash generated from opasasind borrowings under our credit
facility.

Our sales have increased significantly dlerpast several years. For the year ended Dece8thib2003, net sales of the Summer Infant
Operating Companies were $17,600,000. For thesmaded December 31, 2007, net sales of the Sumifaat l@perating Companies were
approximately $80,500,000. This sales growth hdddea substantial increase in working capital negoents, specifically accounts receivable
and inventory. The typical cash flow cycle is a$ofws:

. Inventory is purchased to meet expected demandapbagety stock. Because the majority of our vesidoe based in Asia,
inventory takes from four to six weeks to arrivenfr Asia to the various distribution points we maintin the US and the UK.
Payment terms for these vendors average 60 daystfre date the product ships from Asia, therefoeeave generally paying f
the product a short time after it is physicallye®ed in the US. The increased sales we have expmril result in increased
levels of inventory, and therefore an increasénéamount of cash required to fund our inventorglle

. Sales to customers generally have payment terr86 td 60 days. The increased sales have resultdl imcrease in the level
accounts receivable, and therefore have increhasednmount of cash required to fund working capital.

We have traditionally been able to fund imereased working capital through asset-based liieredit with banks. The lenders generally
follow a borrowing base formula that allows advanbased on the levels of accounts receivable amghiary. Our current line of credit
contains traditional borrowing base formulas.

The majority of our capital expenditures &or tools related to new product introductionse Wceive indications from retailers generally
around the middle of each year as to what prodbetsetailer will be taking into its product linerfthe upcoming year. Based on these
indications, we will then acquire the tools reqdite build the products. In most cases the paynfenthe tools are spread out over a three to
four month period.

For the year ended December 31, 2007,as#t used in operating activities was $4,215,00& dimount primarily represents the increase
in accounts receivable and inventory for the pefioth March 6 (date of acquisition of Summer InjatotDecember 31, 2007, due to increa
sales during that time frame. These amounts wdsetdfy an increase in accounts payable and acexjgehses due to increased purchasing
during the final months of 2007, due to increasehand in the first quarter of 2008. Net cash usédvesting activities was $27,941,000,
which related primarily to the cash paid to Sumstaareholders (plus deal fees) in conjunction WithKBL/Summer merger that was
completed on March 6, 2007, and $3,570,000 of adtipns of property and equipment. Net cash usdohancing activities was $18,265,000
which primarily consists of the paydown of Summerisr outstanding line of credit balance of $1£28®0 (using the proceeds from the
KBL/Summer merger) plus the $6,883,000 paid toeh¥BL shareholders who voted against the merget vado therefore received cash in
exchange for their shares of common stock. Dultiegfdurth quarter of 2007, we also borrowed fromeisting line of credit to repurchase
warrants in a tender offer for $15,058,000.

Our strategy for funding our business gdomgvard is a combination of increased profitapibind increased borrowing lines as required
with traditional lenders (asset-based) to fundhmuginess as well as potential acquisitions. Thigidiity could potentially be used to pay off the
existing building debt of
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Summer; fund working capital increases going fodyarcquire other businesses; pay dividends; orodase common stock or warrants.

In July 2005, we entered into a revolviimg lof credit with a bank, which provides for basiings based on levels of qualified accounts
receivable and inventory. The line of credit istged by all of our assets. The line of credit hasrbincreased several times, and currently the
maximum available credit totals $25,000,000. The bf credit runs through June 30, 2009, with daite having been extended several times
by the bank, and we believe that the bank will edtthe line of credit beyond this date. Interesthmnline of credit is payable at LIBOR plus
1.25%. As of December 31, 2007, there was $17,9910@tstanding on the line of credit.

In connection with the line of credit, wee &ubject to certain covenants, which require,ragrather things, maintenance of total liabilities
to tangible net worth ratio as well as a certairel®f net worth. We were in compliance with alveoants as of December 31, 2007.

We believe that our cash on hand and cubranking facilities are sufficient to fund our bagquirements for at least the next 12 months.
However, unforeseen circumstances, such as sofiméss retail industry or deterioration in the mess of a significant customer, could create
a situation where we cannot access all of the alvigillines of credit due to not having sufficieat@unts receivable. In addition, there is no
assurance that we will meet all of our bank covénanthe future, or that our lenders will grantiveass if there are covenant violations.

The following table summarizes our sigrafic contractual commitments at December 31, 2003q00's):

Payment Due by Period

2009- 2011- 2013 and
(in thousands) Contractual Obligations Total 2008 2010 2012 beyond
Line of credit $ 17,59 17,59:
Estimated future interest payments on line of dr 1,69: 1,12¢ 564
Operating lease 3,37¢ 1,29¢ 1,93¢ 144
Capital Lease 28¢ 17¢ 10¢
Construction Loal 3,95¢ 97 217 251 3,38¢
Total contractual cash obligatio $ 26,90¢ 20,29: 2,82¢ 39t 3,38¢

Estimated future interest payments on imér 6f credit were based upon the interest rateffect at December 31, 2007.
Off-Balance Sheet Arrangements

We did not have any off-balance sheet ggarents during either of the years ended Decenthe?(®7 and 2006.
Non-GAAP Discussion

In addition to our GAAP results, we alsedidse non-GAAP measures of our performance. EBIT&Adefined below, is an important
supplemental financial measure of our performahaeis not required by, or presented in accordaritte GAAP. As used herein, EBITDA
represents net income (loss) before income taxemyrity interest in net income of affiliates, ingst expense, and depreciation and
amortization and non-cash stock option expense n@uragement uses EBITDA as a financial measursstesa the ability of our assets to
generate cash sufficient to pay interest on ougliteliness, meet capital expenditure and workingat@pquirements, and otherwise meet our
obligations as they become due. We believe thaptbgentation of EBITDA provides useful informati@garding our results of operations
because it assists in analyzing and benchmarking th
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performance and value of our business. We beliexeEBITDA is useful to stockholders as a measfimmparative operating performance,
as it is less susceptible to variances in actudbpeance resulting from depreciation and amoriiraaind more reflective of changes in pricing
decisions, cost controls and other factors thatcatbperating performance.

EBITDA also is used by our management faitiple purposes, including:

. to calculate and support various coverage ratitis odr lenders

. to allow lenders to calculate total proceeds theyélling to loan to us based on our relative sgth compared to other
competitors; and

. to more accurately compare our operating performdireem period to period and company to companylioyieating difference
caused by variations in capital structures (whiflbca relative interest expense), tax positions ambrtization of intangibles.

Although we use EBITDA as a financial measio assess the performance of our business, dhematerial limitations to using a
measure such as EBITDA, including the difficultpasiated with using it as the sole measure to coenhe results of one company to another
and the inability to analyze significant items thaectly affect a company's net income (loss) erating income because it does not include
certain material costs, such as interest and taeegssary to operate its business. In additioncaloulation of EBITDA may not be consistent
with similarly titled measures of other companied ahould be viewed in conjunction with measures #ne computed in accordance with
GAAP. Our management compensates for these limitatin considering EBITDA in conjunction with itealysis of other GAAP financial
measures, such as net income (loss).

The following table presents a reconcitintof adjusted EBITDA to income before interesttfte Summer Operating Companies on a
stand alone basis, for the periods presented:

Reconciliation of Income before interest to adjusteg EBITDA (in $000's):

Year Ended December 31

2007 2006 2005
Income before intere: $ 596 $ 315 $ 1,96¢
Plus: depreciation and amortizati 1,37¢ 66¢ 411
Plus: litigation and merger related exper 30t 1,23( 0
Plus: noi-cash stock option expen 37¢€ 0 0
Adjusted EBITDA, as define $ 8022 $ 505 $ 2,37¢

The increase in EBITDA for the past twaéikyears has been primarily the result of thessalereases that have occurred. Sales increase
from $35,535,000 in 2005 to $52,197,000 in 2006 $8@ 517,000 in 2007.

For the years ended December 31, 2007 @06, ZEBITDA", as defined, includes the additionceftain litigation and deal-related
expenses. Please refer to the discussion of ttezes above.

20




Recently Issued Accounting Pronouncemen

In September 2006, the FASB issued SFASIN®, "Fair Value Measurements." SFAS No. 157 @=fifair value, establishes a
framework for measuring fair value in generally gqged accounting principles and expands disclosabrest fair value measurements. SFAS
No. 157 applies under other accounting pronouncésrtbat require or permit fair value measurementsaccordingly, does not require &
new fair value measurements. SFAS No. 157 is effedor fiscal years beginning after November 1802 We are currently assessing the
impact of SFAS No. 157 on our consolidated finahsfatements.

In June 2006, the FASB issued Interpretalo. 48, "Accounting for Uncertainty in Income Esx—an Interpretation of FASB Statement
No. 109" ("FIN 48"). FIN 48 clarifies the accourdifior uncertainty in income taxes recognized irmpany's financial statements
accordance with SFAS No. 109, "Accounting for Ineoiraxes." FIN 48 prescribes a recognition threshalll measurement attribute for the
financial statement recognition and measuremeattak position taken or expected to be taken axadturn. FIN 48 is effective for fiscal
years beginning after December 15, 2006. This st was adopted effective January 1, 2007. Asultref the implementation of FIN 4
we recognized no adjustments in uncertain tax lisnéfs of December 31, 2007, we have no accruedédst related to uncertain tax positions.

In December 2007, the FASB issued StatemwielRinancial Accounting Standards No. 141(R), "fRess Combinations"”, or SFAS No. 141
(R). This statement establishes principles andirements for how the acquirer of a business reamgnand measures in its financial staten
the identifiable assets acquired, the liabilitisstaned, and any non-controlling interest in theuaeq. SFAS No. 141(R) also provides
guidance for recognizing and measuring the goodwijuired in the business combination and detesnit®&t information to disclose to
enable users of the financial statements to evaliigt nature and financial effects of the busiwessbination. The provisions of SFAS No. 141
(R) are effective for financial statements issuadfiscal years beginning after December 15, 200& Company will adopt this statement, as
applicable on January 1, 2009.

In December 2007, the FASB issued StatemielRinancial Accounting Standards No. 160, "Nomcolling Interests in Consolidated
Financial Statements-An Amendment to Accountinggdesh Bulletin ("ARB") No. 51", or SFAS No. 160. i§lstatement amends ARB
No. 51, "Consolidated Financial Statements", taldigh accounting and reporting standards for tm-controlling interest in a subsidiary and
for the deconsolidation of a subsidiary. This staat also amends certain of ARB No. 51's consatidgirocedures for consistency with the
requirements of SFAS No. 141(R). In addition, SM& 160 also includes expanded disclosure requinehregarding interests of the parent
and its non-controlling interest. The provisionsS6TAS No. 160 are effective for financial statersaasued for fiscal years beginning after
December 15, 2008. The Company will adopt thisestant, as applicable, on January 1, 2009.

Management does not believe that any otreantly issued, but not yet effective, accounstemdards if currently adopted would have a
material effect on the accompanying financial stegets.

Iltem 8. Financial Statements and Supplementary &a
The financial statements required by ttémiare included in this Annual Report on Form 18dginning on Page F-1.
ltem 9. Changes In and Disagreements With Accotsnts on Accounting and Financial Disclosure

On December 21, 2007, we were notified tieatain of the partners of Goldstein Golub KesklgP ("GGK") became partners of
McGladrey & Pullen, LLP in a limited asset purchageeement. As such, GGK resigned as our indepénelgistered public accounting firm
effective as of
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December 21, 2007 and McGladrey & Pullen, LLP wasoénted by our audit committee as our new indepahcegistered public accounting
firm effective as of December 21, 2007.

The audit reports of GGK on the consoliddirancial statements of KBL Healthcare Acquisitidorp. Il, the predecessor of the
Company, as of and for the years ended Decemb&@0B86, and 2005 did not contain an adverse opini@adsclaimer of opinion, and were
not qualified or modified as to uncertainty, agtibpe or accounting principles except that thosit aeports did note that KBL Healthcare
Acquisition Corp. was a corporation in the develeptstage and included an emphasis of a mattegiagta relating to an uncertainty as to
ability of KBL Healthcare Acquisition Corp. to cantie as a going concern.

During our two most recent fiscal yearsesh®ecember 31, 2006 and 2005 and through Septe86b2007, we did not consult with
McGladrey & Pullen, LLP on (i) the application af@unting principles to a specified transactiothesi completed or proposed, or the type of
audit opinion that may be rendered on our finarsialements, and McGladrey & Pullen, LLP did natvide either a written report or oral
advice to us that McGladrey & Pullen, LLP concludeas an important factor considered by us in reschidecision as to any accounting,
auditing, or financial reporting issue; or (ii) thebject of any disagreement, as defined in Item(a8)(1)(iv) of Regulation S-K.

In connection with the audits of our coidaied financial statements for each of the figears ended December 31, 2006 and 2005, ther
were no disagreements between us and GGK on angmnaf accounting principles or practices, finahstatement disclosure, or auditing
scope or procedures, which disagreements, if salived to the satisfaction of GGK, would have caduS&K to make reference to the subject
matter of the disagreement in their reports onfimancial statements for those years.

Iltem 9A(T) Controls and Procedures
(a) Evaluation of Disclosure Controls and Procedire

As required by Rule 13a-15 under the SéiesrExchange Act of 1934, as of the end of thépesovered by this Annual Report, we
carried out an evaluation, under the supervisiahwith the participation of our Chief Executive @#r and our Chief Financial Officer, of the
effectiveness of our disclosure controls and prooesias of December 31, 2007. Our management hatuided, based on their evaluation,
as of the end of the period covered by this remant,disclosure controls and procedures were éffeets of December 31, 2007 to ensure that
information required to be disclosed by us in thgorts we file or submit under the Exchange Acerded, processed, summarized and
reported within the time periods specified in tlee&ities and Exchange Commission's rules and forms

(b) Management's Report on Internal Control overdficial Reporting

Management of the Company is responsiblestablishing and maintaining adequate internatrobover financial reporting. As defined
in Rule 13a-15(f) under the Exchange Act, intecwitrol over financial reporting is a process desiby, or under the supervision of, a
company's principal executive and principal finahoifficers and effected by a company's board fadors, management and other personnel,
to provide reasonable assurance regarding théiléliaof financial reporting and the preparatiohfimancial statements for external purpose
accordance with generally accepted accounting iples It includes those policies and procedures th

a) Pertain to the maintenance of rectrdsin reasonable detail accurately and fairfiect the transactions and dispositions of
the assets of a company;
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b) Provide reasonable assurance thaddrdions are recorded as necessary to permitratapaof financial statements in
accordance with generally accepted accounting iples; and that receipts and expenditures of a emypre being made only in
accordance with authorizations of management amtbdlard of directors of the company; and

c) Provide reasonable assurance reggapievention or timely detection of unauthorizeduasition, use or disposition of a
company's assets that could have a material affeits financial statements.

Because of the inherent limitations, inéérontrol over financial reporting may not preventletect misstatements. Also, projections of
any evaluation of effectiveness to future periodssabject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policiepracedures may deteriorate.

The Company's management has used theaetablished in "Internal Control—IntegratedrReavork” issued by the Committee of
Sponsoring Organizations of the Treadway CommisgiBOSO") to evaluate the effectiveness of the Canyfs internal control over financial
reporting. Management has selected the COSO franefaoits evaluation as it is a control framewaeécognized by the SEC and the Public
Company Accounting Oversight Board, that is fremfibias, permits reasonably consistent qualitative quantitative measurement of the
Company's internal controls, is sufficiently contplso that relevant controls are not omitted, anglevant to an evaluation of internal cont
over financial reporting.

Based on our assessment, management helsaded that our internal control over financial sgjng, based on criteria established in
“Internal Control—Integrated Framework" issued 9SO was effective as of December 31, 2007.

This annual report does not include arstdten report of our registered public accounfing regarding internal control over financial
reporting. Our management's report was not subjegttestation by our registered public accountimg pursuant to temporary rules of the
Securities and Exchange Commission that permib ypgdvide only our management's report in this ahreport.

(c) Changes in Internal Control Over Financial Rejiray

There was no change in our internal cordvar financial reporting that occurred during therth quarter that has materially affected, «
reasonably likely to materially affect, our intekeantrol over financial reporting.

Iltem 9B. Other Information
Not applicable.
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PART Il
Item 10. Directors, Executive Officers of the Rgistrant and Corporate Governance

The information required by this Item vk contained in our definitive Proxy Statementédited with the SEC in connection with our
2008 Annual Meeting of Stockholders (the "2008 RrB6tatement") under the captions "Election of Dives," "Board of Directors Meetings
and Committees of the Board," "Executive Officeagtl "Section 16(a) Beneficial Ownership Reportimgpliance™” and is incorporated her
by reference.

We have adopted a Code of Ethics that eppd all our directors, officers and employees Tlode of Ethics is publicly available on our
website atwww.summerinfant.com . Amendments to the Code of Ethics and any graatwéiver from a provision of the Code of Ethics
requiring disclosure under applicable SEC and Nasdkes will be disclosed on our website.

ltem 11. Executive Compensation

The information required by this Item wik incorporated by reference from the informatiadar the caption "Executive Compensation"
contained in our 2008 Proxy Statement.

Iltem 12. Security Ownership of Certain BeneficibOwners and Management and Related Stockholder M&trs

The information required by this item wik incorporated by reference from the informatiader the caption "Ownership of Summer
Infant, Inc. Common Stock" contained in our 2008XyrStatement.

Equity Compensation Plan Informati

The following table summarizes share infation, as of December 31, 2007, for our equity cemsation plans, including our 2006
Performance Equity Plan.

Number of

Number of Common Shares
Common Shares Available for
to Be Issued Weighted Average Future Issuance
Upon Exercise of Exercise Price of Under Equity
Plan Category Outstanding Options Outstanding Options Compensation Plans(1)

Equity compensation plans approved

stockholder: 1,055,000 $ 5.22 545,00(
Equity compensation plans not approved b

stockholder:

Total 1,055,000 $ 5.22 545,00(

ltem 13. Certain Relationships, Related Transa@ins and Director Independence

The information required by this item wikk incorporated by reference from the informatioder the caption "Certain Relationships and
Related Transactions” contained in our 2008 Prdayethent.

Item 14. Principal Accounting Fees and Services

The information required by this item wakk incorporated by reference from the informatioder the captions "Audit Fees", "Audit-
Related Fees," "Tax Fees," "All Other Fees" an@-Rpproval Policies and Procedures" contained in2008 Proxy Statement.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
Summer Infant, Inc.

We have audited the accompanying conseliibalance sheet of Summer Infant, Inc. and Swur&dias of December 31, 2007, and the
related statements of income, stockholders' e@uiticash flows for the year then ended. Thesediabstatements are the responsibility of the
Company's management. Our responsibility is to@sgean opinion on these financial statements basedr audit.

We conducted our audit in accordance withstandards of the Public Company Accounting Qgkt8oard (United States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and digids in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managemeniglhas evaluating the overall financial
statement presentation. We believe that our auditiges a reasonable basis for our opinion.

In our opinion, the consolidated finanatdtements referred to above present fairly, imallerial respects, the financial position of
Summer Infant, Inc. and Subsidiaries as of Decer@beP007, and the results of their operationsthait cash flows for the year then ended in
conformity with U.S. generally accepted accounfnigciples.

We were not engaged to examine managensssistion about the effectiveness of Summer lisfamternal control over financial
reporting as of December 31, 2007 included in Marfagement’'s Report on Internal Control Over Fir@riReporting” and, accordingly, we
not express an opinion thereon.

/s/ MCGLADREY & PULLEN, LLP

New York, New York
March 27, 200¢
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Report of Independent Registered Public Accountingrirm

To the Board of Directors
Summer Infant, Inc. f/lk/a KBL Healthcare Acquisiti€orp. Il

We have audited the accompanying conselibalance sheet of Summer Infant, Inc. f/k/a KBdakhcare Acquisition Corp. Il and
subsidiary as of December 31, 2006, and the relmiadolidated statements of income, stockholdgtstyeand cash flows for the year then
ended. These financial statements are the resplitysilh the Company's management. Our responsyhigi to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance wWithdtandards of the Public Company Accounting Qgetr8oard (United States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. An audit includes examining, on alasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenewntelhas evaluating the overall financial
statement presentation. We believe that our auditiges a reasonable basis for our opinion.

In our opinion, the consolidated finanatdtements referred to above present fairly, imallerial respects, the financial position of
Summer Infant, Inc. f/lk/a KBL Healthcare Acquisiti€orp. Il and subsidiary as of December 31, 2@06,the results of operations and cash
flows for the year then ended in conformity withitéd States generally accepted accounting prirgiple

The accompanying financial statements tmen prepared assuming that KBL Healthcare Acauis@orp. Il will continue as a going
concern. KBL Healthcare Acquisition Corp. Il wilde a mandatory liquidation if a business comhbamais not consummated by April 27,
2007, which raises substantial doubt about itdtghid continue as a going concern. The finandialesnents do not include any adjustments
might result from the outcome of this uncertainty.

/s/ GOLDSTEIN GOLUB KESSLER LLF

Goldstein Golub Kessler LLP
New York, New York

February 28, 200
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Summer Infant, Inc. and Subsidiaries
Consolidated Balance Sheets

(Dollars in thousands)

ASSETS
CURRENT ASSET¢
Cash and Cash Equivalel
Trade Receivables, net of allowance for doubtfebants of $124 at December 31, 2(
Inventory
Prepaids and Other Current Ass
Deferred Tax Assel

TOTAL CURRENT ASSET¢
Property and Equipment, n
Goodwill
Other Intangible Assets, n
Other Asset:

Deferred Tax Asse

TOTAL ASSETS

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Line of Credi-bank
Accounts Payable and Accrued Exper
Current Portion of Long Term De

TOTAL CURRENT LIABILITIES
Long term Debt, less current porti
Deferred Tax Liabilities

TOTAL LIABILITIES

COMMITMENTS AND CONTINGENCIES

STOCKHOLDERS' EQUITY
Common Stock $.0001 par value, authorized, issnddatstanding 13,907,892 and
11,200,000 shares, respectiv
Additional Paid in Capite
Retained Earning
Accumulated Other Comprehensive Inca

TOTAL STOCKHOLDERS' EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

December 31, 200

December 31, 200!

$ 1,771 $ 52,09¢
21,24¢ 0

19,327 0

97C 43

134 0

43,44 52,131

9,27¢ 5

30,82( 0

9.46: 0

21¢ 457

0 50¢

$ 93,228 % 53,10¢

$ 17,59 0
17,57« 1,66¢

265 0

35,43( 1,66¢

3,97 0

54¢ 0

39,95¢ 1,66¢

1 1

49,07¢ 50,46

4,09t 98(

96 0

53,27( 51,44

$ 93,22¢ $ 53,10¢
—Eeeeee———— EE——

See notes to consolidated financial statements
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Summer Infant, Inc. and Subsidiaries
Consolidated Statements of Income
(Dollars in thousands)

For the year ended

December 31, 200 December 31, 200!

Net revenue $ 68,117 $ 0
Cost of goods sol 42,35¢ 0
Gross profi 25,76! 0
Selling, general and administrative expense 20,01¢ 602
Depreciation and amortizatic 1,18( 1
Operating income (los! 4,56¢ (603)
Interest income, net of interest expense of $346%) respectivel 22¢ 1,452
Income before provision for income ta» 4,79: 84¢
Income tax expens 1,67¢ 177
Net income $ 3,11t $ 672
I I

Net income per she—basic $ 02: $ 0.0€
Weighted average shares outstan—basic 13,426,00 11,200,00
Net income per sha—diluted $ 02: % 0.0€
Weighted average shares outstan—diluted 13,507,00 11,200,00

a) Includes non-cash stock option compensation expei$876 and $0 for the years ended December 3I7,26hd December 31, 2006,
respectively.

See notes to consolidated financial statements
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Summer Infant, Inc. and Subsidiaries
Consolidated Statements of Cash Flows

(Dollars in thousands)

For the year ended

December 31

December 31

2007 2006
Cash flows from operating activities:

Net income $ 3,11¢ 672
Adjustments to reconcile net income to net casbduis) provided by operating

activities

Depreciation and amortizatic 1,18( 1
Stoclk-based compensatic 37¢€ 0
Deferred income taxe 928 0
Changes in assets and liabilities net of effectsoojuisition:

Increase in accounts receiva (9,11%) 0
Increase in inventor (9,26€) 0
Increase in prepaids and other current a: (32) 0
Increase in accounts payable and accrued exp 8,60z 497
Net cash (used in) provided by operating activi (4,21%) 1,17¢
Cash flows from investing activities:

Acquisitions of property and equipme (3,570 2
Payment of deferred acquisition co 0 (25)
Acquisition of Summer Infant, Inc. net of cash aced of $867 (24,379 0
Net cash used in investing activiti (27,94) (27)
Cash flows from financing activities:

Net repayments on line of cre: (24,999 0
Net borrowings on line of credit and other d 18,66¢ 20
Redemptions of common sto (6,887%) 0
Redemptions of warran (15,059 0
Net cash (used in) provided by financing activi (18,265 20
Effect of exchange rate changes on cash and casaénts 98 0
Net (decrease) increase in cash and cash equis (50,329 1,163
Cash and cash equivalents at beginning of 52,09¢ 50,93:
Cash and cash equivalents at end of" $ 1,771 52,09/

Supplemental disclosure of cash flow informati

Cash paid during the year for inter $ 89¢ 0
Cash paid during the year for income ta $ 70C 177
Non cash investing/financing activities

Issuance of common stock in conjunction with theuégition of Summe

Infant, Inc. (see note : $ 20,18: 0

See notes to consolidated financial statements
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Balance at December 31
2005

Net Income for the peric
Total comprehensive incor

Balance at December 31
2006

Acquisition of Summe
Infant, Inc.

Redemption of Share
Redemption of warran
Stock based
compensatiol

Net income for the peric
Foreign Currency
translation adjustmel

Total comprehensiv
income

Balance at December 31
2007

Summer Infant, Inc. and Subsidiaries
Consolidated Statements of Stockholders' Equity

(Dollars in thousands)

Common Stock Accumulated
Additional other Total
Paid in Retained Comprehensive Comprehensive Stockholders
Shares Amount Capital Earnings Income (Loss) Income Equity
11,200,00 $ 13 50,46 $ 30¢€ 0 $ 50,77(
672 672
672 672
11,200,00 $ 13 50,46. $ 98C 0 $ 51,44:
3,916,66 — 20,18: 20,18:
(1,208,77) (6,882) (6,887
= = (15,05¢) (15,05%)
37¢€ 37¢€
3,11¢ 3,11¢
96 96
3,211 3,211
13,907,89 $ 13 49,07¢ $ 4,09t $ 96 $ 53,27(
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SUMMER INFANT, INC. AND SUBSIDIAIRES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Acquisition of Summer Infant, Inc. by KBL Healtre#@cquisition Corp. |

On March 6, 2007, under an Agreement aad$bf Reorganization, dated as of September B @@@quisition Agreement"), KBL
Healthcare Acquisition Corp. Il ("KBL"), and its why owned subsidiary, Sll Acquisition Corp. ("Adgition Sub"), consummated a
transaction by which (i) Summer Infant, Inc. ("Sue) was merged with and into Acquisition Sub aii)}dg(l of the outstanding capital stock
of each of Summer Infant Europe, Limited ("SIE"deBummer Infant Asia, Ltd. ("SIA" and, collectivelyith Sl and SIE, the "Targets") was
acquired directly by KBL. As used in this Repohte term "Summer" includes each of the Targets. &slun this Report, the term "Company"
means the registrant on a post-acquisition basigvi@rch 7, 2007, the securities of the Company cenwued listing on the Nasdaq Capital
Market under the symbols SUMR (common stock), SUMRYdrrants) and SUMRU (units).

Effective upon closing, the Company chaniggdame to Summer Infant, Inc. and Summer chaitgethme to Summer Infant
(USA), Inc. Thus, the Company is now a holding campcalled Summer Infant, Inc. operating throughniholly-owned subsidiaries, Sumrr
Infant (USA), Inc., Summer Infant Europe, Limitethd Summer Infant Asia, Ltd.

At the closing of the acquisition, the Suemrstockholders received from the Company an aggesegf $20,000,000 cash and 3,916,667
shares of Company common stock ("Transaction SHafEdse Summer stockholders also will be entitledeceive up to an additional
aggregate of 2,500,000 shares of Company commaoh giGontingent Shares") in the event that the $as#s price of Company common stock
is equal to or exceeds $8.50 on any twenty (2@)ricadays during any thirty (30) consecutive tradifay period commencing on the three-
month anniversary of the closing of the acquisitamid ending on April 20, 2009. The Summer stockéidalso are entitled to receive cash
payments equal to 50% of the difference betweemsh&BITDA (as defined in the Acquisition Agreemefar the years ended or ending
December 31, 2006, 2007 and 2008 and prescribe@iEBbenchmarks for each of those years of $4,2a0,800,000,000 and $15,000,000
respectively. These cash payments shall not ex¢8@&90,000 in the aggregate for the three yearsthéogyear ended December 31, 2006, the
additional amount earned based on EBITDA was $284 @hich was paid in 2007. No amount was earnethioyear ended December 31,
2007.

Holders of 1,208,775 shares of KBL commtmtls voted against the acquisition and electedtwert their shares into a pro rata portion
of the trust fund (approximately $5.69 per shararoaggregate of approximately $6,883,000). Afteing effect to the (i) issuance of shares
common stock in the acquisition and (ii) conversibishares, there are 13,907,892 shares of the @wytgopcommon stock outstanding.

The Company prior to March 6, 2007 washim development stage. Effective upon the acquisgfcSummer, the Company is no longer a
developmental stage company.

Nature of Operations and Basis of Presentation Bridciples of Consolidatiol

The Statement of Income for the year eridecember 31, 2007 consists of the period from M&;2007 through December 31, 2007 for
Summer plus the full year results of KBL. The asiiion of Summer by KBL occurred on March 6, 208id therefore the results of Summer
are included from that date forward. The auditeldrize sheet and income statement as of and for the
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SUMMER INFANT, INC. AND SUBSIDIAIRES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

year ended December 31, 2006 reflects the baldrest and income statement of KBL on a stand alasesion that dat

It is the Company's policy to prepare iitghcial statements on the accrual basis of acowyirt conformity with accounting principles
generally accepted in the United States of Amefite consolidated financial statements includeattemunts of its wholly-owned subsidiaries.

All significant intercompany accounts arghsactions have been eliminated in consolidation.
Revenue Recognitic

The Company follows the guidance of theuiies and Exchange Commission ("SEC") Staff Acttong Bulletin 104 for revenue
recognition. In general, the Company records regemoen persuasive evidence of an arrangement gpisguct delivery has occurred, the
sales price to the customer is fixed or determimadhd collectability is reasonably assured. Smlesecorded net of provisions for returns and
allowances, customer discounts, and other salatecetliscounts. The Company bases its estimatebsfmunts, returns and allowances on
negotiated customer terms and historical experic@ustomers do not have the right to return pragluntess the products are defective. The
Company records a reduction of sales for estimfatienle defective product deductions based on hicstbexperience.

Sales incentives or other consideratiorigilty the Company to customers that are considefedtments of the selling price of its
products, such as allowances and product placef@esitare reflected as reductions of revenue. Satestives and other consideration that
represent costs incurred by the Company for assetsrvices received, such as the appearance Gfdimpany's products in a customer's
national circular ad, are reflected as selling aragtketing expenses in the accompanying stateméntsame.

Cash and Cash Equivalents

For purposes of the statement of cash fleash and cash equivalents include money markeuats and investments with an original
maturity of three months or less.

Trade Receivables

Trade receivables are reported at thestanting unpaid principal balances reduced by lawahce for doubtful accounts. The Company
estimates doubtful accounts based on historicaldedds, factors related to specific customersitghtid pay and current economic trends. The
Company writes off accounts receivable againsatlmevance when a balance is determined to be wtdile.

The Company has a credit insurance potiqyrotect against potential losses up to stateduatsdrom certain customers.
Inventory

Inventory is comprised of finished goods @&stated at the lower of cost using the firstfimst-out (FIFO) method, or market (net
realizable value). The Company regularly revievesvsinoving and excess inventories, and writes downritor@es to net realizable value if t
ultimate expected proceeds from the disposals eésxinventory are less than the carrying cogiefterchandise.
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SUMMER INFANT, INC. AND SUBSIDIAIRES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Property and Equipmet

Property and equipment are recorded at st Company owns the molds used in the productiois products by third party
manufacturers. Capitalized mold costs include costsrred for the pre-production design and develept of the molds.

Depreciation is provided over the estimatseiful lives of the respective assets using egtraight-line or accelerated methods.
Goodwill and Other Intangible Assets

The Company accounts for Goodwill in acemrck with Financial Accounting Standards Board S’NdS142, "Goodwill and Other
Intangible Assets.SFAS 142 requires that goodwill and intangible tss®at have indefinite useful lives no longer bbjsct to amortization
and be tested at least annually for impairmentguidiacounted cash flows.

The Company reviews long-lived assetsrguairment whenever events or changes in circumssaindicate that the carrying amount of
an asset may not be recoverable. An asset is @esido be impaired when the sum of the undiscoliutieire net cash flows expected to re
from the use of the asset and its eventual didpasiixceeds its carrying amount. The amount of impent loss, if any, is measured as the
difference between the net book value of the amseiits estimated fair value.

Other intangible assets primarily includgemts, licenses and brand name, which are th& oégbe acquisition of Summer by KBL.

The following table summarizes the fairued of the assets acquired and liabilities asswahtte date of acquisition of Summer by KBL.
The fair values of intangible assets acquired wétained through a third party valuation.

(in $000's)

Accounts receivabl $ 12,13(
Inventory 10,06:
Other current asse 1,50(¢
Property and equipme 6,88¢
Brand Name 8,40(
Patents and licens: 1,30(C
Goodwill 30,18¢
Other Asset: 164
Total assets acquire 70,62!
Debt 18,82:
Other liabilities assume 7,56¢
Total liabilities assume 26,39(
Net assets acquire $ 44,23t

|

Goodwill and Brand Name have an indefififes Patents are amortized using a 5 year life.
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SUMMER INFANT, INC. AND SUBSIDIAIRES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

Goodwill at December 31, 2007 totals $30,8R0 and includes $636,000 of deferred taxes #&h in addition to the goodwill acquired
with the Summer Acquisition.

Proforma information

The following proforma information refledtse net revenues, net income, and per share amfarrthe years ended December 31, 2007
and 2006 as if the KBL and Summer merger had bespleted on January 1, 2006.

(Dollars in thousands)

2007 2006
Proforma net revenut $ 80,517 $ 52,197
Proforma net incom 3,652 1,43¢
Proforma basic net income per sh $ 0.2¢ $ 0.1C
Proforma diluted net income per sh $ 0.2¢ $ 0.1c
Proforma weighted average shi—basic 13,90¢ 13,90¢
Proforma weighted average shi—diluted 13,99¢ 13,90¢

Income taxe

Effective January 1, 2007, the Company &tbthe provisions of FASB Interpretation No. 4BIN 48™), "Accounting for Uncertainty in
Income Taxe—An Interpretation of FASB Statement No. 163N 48 provides detailed guidance for the finanstatement recognition,
measurement and disclosure of uncertain tax pasitiecognized in the financial statements in acwed with SFAS No. 109. Tax positions
must meet a "more-likely-than-not" recognition 8ireld at the effective date to be recognized uperatioption of FIN 48 and in subsequent
periods. Upon the adoption of FIN 48, the Compaagy ho unrecognized tax benefits.

Income taxes are computed using the assdliability method of accounting. Under the asaed liability method, a deferred tax asset or
liability is recognized for estimated future taxeefs attributable to temporary differences andyarwards. The measurement of deferred
income tax assets is adjusted by a valuation alo®aif necessary, to recognize future tax benefitg to the extent, based on available
evidence; it is more likely than not such beneifii be realized. The Company recognizes interesitgenalties, if any, related to uncertain tax
positions in selling, general and administrativpenses. No interest and penalties related to waneetx positions were accrued at
December 31, 2007.

The tax years 2004 through 2006 remain dpexxamination by the major taxing jurisdictionsathich the Company operates. The
Company expects no material changes to unrecogtazegbsitions within the next twelve months.

Translation of Foreign Currencies

All assets and liabilities of the Comparfgi®ign subsidiaries are translated into U.S.atelht the exchange rate in effect at the endeof th
year and the income and expense accounts of thbs&lmries have been translated at average reggailing during each respective ye
Resulting translation adjustments are made to aragpcomponent of stockholders' equity within awalated other comprehensive income.
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SUMMER INFANT, INC. AND SUBSIDIAIRES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
Shipping Costs

Shipping costs are included in selling eges and amounted to approximately $1,491,000 @ridrghe years ended December 31, 2007
and 2006, respectively.

Advertising Cost

The Company charges advertising costs pemse as incurred. Advertising expense, which stsprimarily of promotional and
cooperative advertising allowances provided toamst's, was approximately $5,145,000 and $0, foy#aes ended December 31, 2007 and
2006, respectively.

Selling Expenses

The primary components of selling expemséuide shipping costs, as well as commissions ayalty based payments to third party
vendors.

Accounting for Share Based Compensa

Effective January 1, 2006, the began rdngrdompensation expense associated with stockrpth accordance with SFAS No. 123R,
"Share Based Payment". The implementation of SFARR) resulted in an expense of approximately $81®jn the consolidated statements
of income for the year ended December 31, 2007telWwere no options granted during the twelve mqettiod ended December 31, 2006.
Company used the Black-Scholes option pricing mtmleleasure the estimated fair value of the optgrasted.

Use of Estimates

The preparation of financial statementsdnformity with accounting principles generally apted in the United States of America
requires management to make estimates and assasiiat affect the reported amounts of assetsiabitities and disclosures of contingent
assets and liabilities at the date of the finanstialements and the reported amounts of revenuexgahses during the reporting period.
Accordingly, actual results could differ from thasgtimates.

Net Income Per Sha

Basic earnings per share for the Compangmsputed by dividing net income by the weightedrage number of shares of common stock
outstanding during the period. The shares usedrimpating diluted earnings per share include O exjaivt shares from warrants since they
were anti-dilutive. Options to purchase 1,055,00éres of the Company's common stock were not iedun the calculation, due to the fact
that these options were anti-dilutive for the yeaded December 31, 2007.

New Accounting Pronounceme

In September 2006, the FASB issued SFASIN®, "Fair Value Measurements." SFAS No. 157 @=fifair value, establishes a
framework for measuring fair value in generally gqged accounting principles and expands disclosabrest fair value measurements. SFAS
No. 157 applies under other accounting pronouncésrtbat require or permit fair value measuremeand, accordingly, does not require ¢
new fair value measurements. SFAS No. 157 is éffeéor fiscal years beginning after
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SUMMER INFANT, INC. AND SUBSIDIAIRES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

November 15, 2007 and interim periods within thfiseal years. The Company is currently assessiadntipact of SFAS No. 157 on
consolidated financial statements.

In December 2007, the FASB issued StatemielRinancial Accounting Standards No. 141(R), "lBess Combinations", or SFAS No. 141
(R). This statement establishes principles andireopents for how the acquirer of a business re@agnand measures in its financial statern
the identifiable assets acquired, the liabilitiesstaned, and any non-controlling interest in thauaeq. SFAS No. 141(R) also provides
guidance for recognizing and measuring the goodwijuired in the business combination and detesnirtt information to disclose to
enable users of the financial statements to evalh&t nature and financial effects of the busiwessbination. The provisions of SFAS No. 141
(R) are effective for business combinations forahtthe acquisition date is after the fiscal yeajitneing December 15, 2008. The Company
will adopt this statement, as applicable on Janda009.

In December 2007, the FASB issued StatewielRinancial Accounting Standards No. 160, "Nomcolling Interests in Consolidated
Financial Statements-An Amendment to AccountingeResh Bulletin ("ARB") No. 51", or SFAS No. 160. i§tstatement amends ARB
No. 51, "Consolidated Financial Statements”, tatdigh accounting and reporting standards for tm-controlling interest in a subsidiary and
for the deconsolidation of a subsidiary. This stegat also amends certain of ARB No. 51's consatidgirocedures for consistency with the
requirements of SFAS No. 141(R). In addition, SM& 160 also includes expanded disclosure requinehregarding interests of the parent
and its non-controlling interest. The provisionsSfAS No. 160 are effective for financial statersdéasued for fiscal years beginning after
December 15, 2008. The Company will adopt thiest@nt, as applicable, on January 1, 2009.

The Company does not believe that any aently issued, but not yet effective accounsitemdards will have a material effect on the
Company's consolidated financial position, resoltsperations, or cash flows.

2. PROPERTY AND EQUIPMENT

Property and equipment, at cost, consish@ffollowing (in $000's):

December
Depreciation/
Amortization
2007 2006 Period

Computer hardware and softw: $ 75¢  $ 6 5 year:
Leasehold improvemen 17 5 year
Machinery and equipmel 10€ 7 year
Molds, tools and die 4,50z 5 year:
Office equipmen 42C 7 year
Trade show equipmel 165 5 year
Vehicles 41 5 year:
Building 4,217
Subtotal 10,22 6
Less accumulated depreciati 944 1
Net Property and Equipme $ 9,27¢ $ 5
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SUMMER INFANT, INC. AND SUBSIDIAIRES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
2. PROPERTY AND EQUIPMENT (Continued)

Property and equipment includes amountsieed under capital leases of approximately $447 &td $0 at December 31, 2007 and 2006,
respectively, with related accumulated depreciatibapproximately $125,000 and $0, respectivelypi@eiation is included in general and
administrative expenses in the accompanying cafesteld statements of income.

3. OTHER INTANGIBLE ASSETS

Other intangible assets consist of theofeihg (in $000's):

December 31,
2007

Brand nam $ 8,40(
Patents and Licens: 1,30(C
Subtotal 9,70(
Less: Accumulated Amortizatic (237)

$ 9,46:

Patents and Licenses are being amortizedfoxe years. Brand name is considered an indefliied intangible asset.

Amortization expense amounted to $237,0@0%0 for the years ended December 31, 2007 an@l, 28§pectively. Estimated amortizat
expense for the next five years is as follows (0CBs):

Year ending December 31,

2008 $ 26C
2009 26C
2010 26C
2011 26C
2012 23
Total $ 1,06:

|

4. ACCOUNTS PAYABLE AND ACCRUED EXPENSES

Accounts payable and accrued expensesstarighe following (in $000's):

December 31,

2007 2006
Accounts payable and accrued expel $ 12,200 $ 1,66¢
Customer advertising and allowan 1,757 0
Other (none in excess of 5% of current liabiliti 3,614 0
Total $ 17,57¢ $  1,66¢
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SUMMER INFANT, INC. AND SUBSIDIAIRES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
5. LONG-TERM DEBT

As of December 31, 2007, the Company haougstanding term loan, due in 2017 of approxinya$a,954,000 related to the construction
of its new corporate headquarters/distribution eemnthich was completed in 2007. The interest hatebeen fixed at 7.06%, and the buildir
the collateral for the note. The loan requires rhiynpayments of principal and interest. Aggregatgurities of long term debt related to this
note are as follows (in $000's):

Year ending December 3 2008 $ 97
2009 10k

2010 112

2011 121

2012 13C

Thereaftel 3,38¢

$ 3,95¢

6. LINE OF CREDIT

In July 2005, the Company entered intovaleng line of credit with a bank, which providés borrowings based on levels of qualified
trade receivables and inventory. The line of crisdfiecured by all assets of the Company. Thedireeedit was recently extended through
June 30, 2009, and the maximum borrowings weresagzd to $25,000,000. Interest on the line of tiegiayable at LIBOR plus 1.25%.
There was approximately $17,591,000 outstandintheriine of Credit as of December 31, 2007.

In connection with the Line of Credit, tBempany is subject to certain covenants, whichiregamong other things, a minimum senior
debt to tangible net worth ratio as well as a ¢eftavel of net worth. The Company was in compliamdth all covenants as of December 31,
2007.

7. INCOME TAXES

Income tax expense (benefit) is summaraetbllows (in $000's):

Year Ended December 31,

2007 2006

Current:
Federa $ 81t % 16¢
Foreign 34z —
State and Locz 234 28¢
Total Current 1,391 457
Deferred (primarily federa 287 (280)
Total expens: $ 167¢ $ 177
| |
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SUMMER INFANT, INC. AND SUBSIDIAIRES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
7. INCOME TAXES (Continued)

The tax effects of temporary differenceat tomprise the deferred tax liabilities and asastsas follows (in $000's):

2007 2006
Assets (Liabilities’
Deferred tax ass-current:
Accounts receivable and inventory reser $ 134 $ —
Deferred tax (liability) ass-nor-current:
Expenses deferred for income tax purpc — 351
Interest income deferred for reporting purpc — 15¢
Intangible assetl (91) —
Property, plant and equipme (457) —
Net deferred tax (liability) ass-nor-current: (549) 50¢
Net deferred income tax asset (liabili $ (419 $ 50¢

The following reconciles the income tax emgpe at the U.S. federal income tax statutorytcatieat in the consolidated financial statem:
(in $000's):

2007 2006
Tax expense at statutory ri $ 159 $  28¢
State income taxes, net of U.S. federal incoméemefit 26¢ 212
Tax credits (300) —
U.S. tax on foreign operatiol 10¢ —
Non-deductible expenst 13€ —
Permanent differen-tax free interes (209 (324)
Other (25) —
Total expens: $ 167¢ $ 177

8. STOCK OPTIONS

The Company has granted stock options uitel@006 Performance Equity Plan ("2006 Plan")delnthe 2006 Plan, awards may be
granted to participants in the form of Non-Quadtifiétock Options, Incentive Stock Options, Restdcock, Deferred Stock, Stock Reload
Options and other stock-based awards. Subjecktprbvisions of the plan, awards may be grantezhiployees, officers, directors, advisors
and consultants who are deemed to have rendei@® @ble to render significant services to the Camgpor its subsidiaries and who are
deemed to have contributed or to have the potetatiedntribute to the Company's success. Incestivek options may only be awarded to
individuals who are employees at the time of grant.

Effective January 1, 2006, the Company &tbthe fair value recognition provisions of SFAZB(R), using the modified prospective
transition method. The adoption of SFAS 123(R) Iteglin share-based compensation expense for #irs yaded December 31, 2007 and
2006 of $376,000 and $0, respectively. Stock basetpensation expense is included in selling, géa@chadministrative expenses.
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SUMMER INFANT, INC. AND SUBSIDIAIRES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
8. STOCK OPTIONS (Continued)

The fair value of each option award israated on the date of grant using the Black-Schaop¢ien valuation model that uses the
assumptions noted in the following table. BecabgeGompany's common shares have only traded pyblinte April 2005, expected volatili
for the year ended December 31, 2007 is estimaeddon an arithmetic average of the volatilitjoofr publicly-traded companies that
operate in Summer's industry or sell into similarkets. Summer has insufficient history by whiclestimate the expected term of the options,
but used an estimate for grants of "plain vanidisck options based on a formula prescribed bys#wirities and Exchange Commission's ¢
Accounting Bulletin No. 107. Because Summer's eygrostock options have characteristics signifigadifferent from those of traded optio
and because changes in the subjective input aseumamian materially affect the fair value estimatenanagement's opinion, the existing
models do not necessarily provide a reliable singdasure of the fair value of the Company's stqutlons.

The following table summarizes the assuomgtiused for options granted during the year emaedmber 31, 2007. There were no option
grants during the year ended December 31, 2006.

Expected life (in years 3.5t05.!
Risk-free interest rat 4.50% and 4.75'
Volatility 25.0%
Dividend yield 0

A summary of the status of the Companyt®aop as of December 31, 2007 and changes dursgeéar then ended is presented below:

Weighted-
Average
Number Of Exercise
Shares Price
Outstanding at beginning of ye 0 $ —
Granted 1,074,200 $ 5.2¢%
Cancelec (19,200 $ 5.2(
Outstanding at end of ye 1,055,000 $ 5.22
I
Options exercisable at December 31, 2 125,000 $ 5.24
I
Weightec-average fair value of options granted during thaople $ 5.2t
.|

The aggregate intrinsic value of optiontstanding at December 31, 2007 was $0.
The aggregate fair value of options gramtadng the year ended December 31, 2007 was ajppataly $1,663,000.
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SUMMER INFANT, INC. AND SUBSIDIAIRES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
8. STOCK OPTIONS (Continued)

The following table summarizes informatafyout stock options at December 31, 2007:

Options Outstanding Options Exercisable

Weighted Weighted
Remaining Average Average
Number Contractual Exercise Number Exercise
Range of Exercise Price Outstanding Life (years) Price Exercisable Price
$5.25 500,00( 9.2 5.2t 125,000 $ 5.2t
$5.20 475,20( 9t $ 5.2C 0 $ 5.2C
$5.21 79,80( 98 $ 5.21 0 $ 5.21
Remaining
Number of Grant Date Contractual
Options Fair Value Life
Non-Vested options at December 31, 2( 0 $ —
Options Grantel 1,074,200 $ 1.5t 9.t
Options Veste! (125,000 $ 1.34 9.2
Options forfeitec (29,200 1.7: 9.t
Non-Vested options at December 31, 2( 930,00 $ 1.57 9.5
—

As of December 31, 2007, there was apprateiy $1,231,000 of unrecognized compensationretested to non-vested stock option
awards, which is expected to be recognized ovenmaining weighted-average vesting period of 3.53/€Ehe total fair value of options vested
during the year ended December 31, 2007 was appately $168,000.

9. WARRANTS

The Company had 18,400,000 redeemable canstock purchase warrants (the "Warrants") outstenat December 31, 2006. Each
Warrant entitles the holder to purchase one shateromon stock at an exercise price of $5.00 pareshThe Warrants expire in April 2009.
The Warrants are redeemable at a price of $0.0Waerant, only in the event that the last salegpdtthe common stock is at least $8.50 per
share for any 20 trading days within a 30 tradiag geriod. In November, 2007, the Company complatezhder offer to all warrant holders
purchase each warrant for $1.00. The total numbeaaants tendered was 14,766,047. The Compary asembination of cash on hand
amounts available under its line of credit to fihe tender offer. The number of warrants outstamditer the tender offer was 3,633,953. The
amount paid to the warrant holders who tendereid Wearants, plus legal and other expenses incurr@dmpleting the tender offer, totaled
$15,058,000 and was charged to additional paidpital.

10. CAPITAL LEASE OBLIGATIONS
The Company leases various equipment ucagatal leases, which expire during 2009 and 2010.
The leases require monthly payments ofggad and interest, imputed at interest rates rangiom 3% to 13% per annum.
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SUMMER INFANT, INC. AND SUBSIDIAIRES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
10. CAPITAL LEASE OBLIGATIONS (Continued)

The capital lease liability balance of $Z8® is included in liabilities on the consolidatelance sheets as of December 31, 2007 (of
which $120,000 is included in long term debt, amelhalance is in current liabilities).

11. PROFIT SHARING PLAN

Summer Infant (USA), Inc maintains a defimentribution salary deferral plan (the Plan) unSlection 401(k) of the Internal Revenue
Code. All employees who meet the Plan's eligibiléguirements can participate. Employees may &ettake contributions up to 25% of their
compensation. In 2007, the Company adopted a nmgtghian which was funded throughout the year. Dytire year ended December 31,
2007, the Company charged $68,000 to selling, gdaeid administrative expenses. There was no artin in 2006.

12. MAJOR CUSTOMERS

Net revenues to three customers compripptbaimately 42%, 15% and 13% of net revenuesHeryear ended December 31, 2007,
respectively. Amounts due from these customers ciseg approximately 70% of trade receivables atebdzer 31, 2007.

13. COMMITMENTS AND CONTINGENCIES
Royalty Commitmen

Summer Infant (USA), Inc has entered iradaus license agreements with third parties feruke of product designs for the products
manufactured by the Company. These agreementstiiamation dates through August, 2013. Royaltyesge under these licensing
agreements for the year ended December 31, 200appaieximately $149,000.

Customer Agreements

The Company enters into annual agreemeititsits customers in the normal course of busin€kese agreements define the terms of
product sales including in some instances cooperativertising costs and product return privile@esdefective products only) or defective
allowances (which are based upon historical expe€e These contracts are generally annual in @aod obligate the Company only as to
products actually sold to the customer.

License Agreements and Lease Commitrr

During 2005, Summer Infant (USA), Inc ertkinto formal contracts with providers of longtdisce communications, electronic data
interchange services, telephone and communicatjaipment, and computer equipment. These contradtseiaggregate represent minimum
monthly payments of approximately $4,000 which exit various times through November 2009.

Summer Infant (USA), Inc leases an offioeler a one year non cancelable operating leaseragre which requires monthly payments of
approximately $1,000 through June 2007. Summentr(fdSA) also leases an office under a separage tyear agreement which requires
monthly payments of $3,000 through September 2010.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
13. COMMITMENTS AND CONTINGENCIES (Continued)

Summer Infant (USA) leases certain vehialeder non-cancelable operating lease agreemdmseTeases are for a three-year term
requiring monthly payments of approximately $3,8@@ugh April 2010.

Summer Europe leases office space undenaancelable operating lease agreement. This isdsea five-year term through June 2008,
and requires monthly payments of approximately @®1,0n addition, Summer Europe is required to gayioportionate share of common area
maintenance expenses, utilities, and increaseepty taxes.

In April 2007, Summer Europe leased a séaifice location under a non-cancelable operdtage agreement. This lease is for a five-
year term through April 2012, and requires montidyments of approximately $5,000. In addition, SwenBurope is required to pay
proportionate share of property taxes.

During March 2006, Summer Infant (USA) eatkinto a three-year lease for warehouse spacer @ndon-cancelable operating lease
agreement expiring April 2009. The Company is adtkgl as part of the lease to pay maintenance expaisswell as property taxes and
insurance costs, as defined in the agreement. Mop&lyments for the initial year are approximat®B7,000, and escalate over the course of
the lease term. Summer Infant (USA) has the ogbaenew this lease for two additional periodshwée years under the same terms and
conditions.

During September 2007, Summer Infant (U8Afered into a two year lease for warehouse spader & non-cancelable operating lease
agreement expiring in Aug 2009. The Company isgattéid as part of the lease to pay maintenance sgpgeas defined in the agreement.
Monthly payments for the two year agreement area@mately $16,000.

During December 2007, Summer Infant (US#tpeed into a three year lease for warehouse spader a non-cancelable operating lease
agreement expiring in February 2011. Summer Infd&A) is obligated as part of the lease to pay teai@nce expenses as well as property
taxes and insurance costs, as defined in the agrdgeMonthly payments for the initial year are apgmately $70,000, and escalate over the
course of the lease term. Summer Infant (USA) haption to renew this lease for one additionaiopeof three years under the same general
terms and conditions.

During November 2007, Summer Asia entenéad & two year office lease which requires mongidyments of $3,000 through October
2009.

Approximate future minimum rentals due unitiese leases are as follows as of December 8%, @0 $000's):

Year Ending

December 31, 200 $ 1,29¢
December 31, 200 1,091
December 31, 201 847
December 31, 201 144
total $ 3,37¢

Rent Expense for the year ended Decemhe2®)7 totaled $664,000. There was no Rent Expien2@06.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continu ed)
13. COMMITMENTS AND CONTINGENCIES (Continued)
Employment Contrac!

In accordance with UK and EU law, Summerdpe has employment contracts with all employeesohnection with these contracts, ¢
is required to fund the individual pension conttibas of certain employees at varying rates fromt6%0% of the employee's annual salan
part of their total compensation package. Thessiparcontributions are expensed as incurred. Therao termination benefit provisions in
these contracts.

Litigation

The Company is involved in various claimsl éegal actions arising in the ordinary courséudiness. Management is of the opinion that
the ultimate outcome of these matters would noetematerial adverse impact on the financial pmsitif the Company or the results of its
operations.

In August 2006, Dorel Juvenile Group, Ifi@orel") filed a complaint in the United Statessict Court for the Southern District of
Indiana against Lois DiMartinis, a current emplopé&ummer, claiming, among other things, thatlsteached her non-disclosure obligations
by taking confidential information with her whenpadeting employment from Dorel, and that she wounklitably disclose confidential
information in the course of performing duties lfi@r new employer, Summer. Dorel, in its complaaetused Summer of engaging in a pattern
of hiring employees from Dorel for the purpose bfaining Dorel's confidential information for useSummer's product designs and business.
On October 20, 2006, the court denied Dorel's mdibo preliminary injunction, finding that Dorel wanot reasonably likely to succeed on the
merits of its case. Dorel has appealed the caletssion. In December 2007, the Company and Dartelred into a confidential settlement
agreement pursuant to which this litigation wasnitsed. The terms of the settlement agreement megmnmaterial to the Company's financial
position or results of operations.

14. GEOGRAPHICAL INFORMATION
The Company distributes branded durabley ipabducts throughout the United States, Canaddtentnited Kingdom.

The following is a table that presentsnesenue by geographic area (in $000's):

Year ended
December 31,

2007 2006
North America $ 62,26: $ 0
Europe 5,85% 0

$ 68,117 $ 0

The following is a table that presentsltatsets by geographic area (in $000's):

December 31,

2007 2006
North America $ 89,64: $ 53,10¢
Europe 3,514 —
Asia 68 —
$ 93,22 $ 53,10¢
| .|
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors
Summer Infant, Inc. and Affiliates

We have audited the accompanying combirdahice sheets of Summer Infant, Inc. and Affiliste®f March 6, 2007 and December 31,
2006, and the related combined statements of incoash flows and stockholders' equity for the mefifom January 1, 2007 through March 6,
2007, and each of the two years in the period ebdE@mber 31, 2006. These combined financial setésrare the responsibility of the
Company's management. Our responsibility is toesgan opinion on these combined financial statesrzsed on our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €igat Board (United States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdindoecial statements are free of material
misstatement. An audit includes examining, on alasis, evidence supporting the amounts and disis in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenewntelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the combined financial staents referred to above present fairly, in allariat respects, the financial position of Summer
Infant, Inc. and Affiliates as of March 6, 2007 ebdcember 31, 2006 and the results of their opmratand their cash flows for the period fr
January 1, 2007 through March 6, 2007 and eacheofiwo years in the period ended December 31, #066nformity with United States
generally accepted accounting principles.

/S/ GOLDSTEIN GOLUB KESSLER LLP

New York, New York
November 30, 200
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Summer Infant, Inc. and Affiliates
Combined Balance Sheets

(Dollars in thousands)

December 31 December 31
March 6, 2007 2006 2005
ASSETS
CURRENT ASSET¢
Cash and Cash Equivalel $ 867 $ 715 $ 1,11¢
Trade Receivable 12,13( 8,91¢ 6,21(
Inventory 10,06! 11,07¢ 7,86(
Prepaids and Other Current Ass 63E 252 19¢
TOTAL CURRENT ASSETS 23,69: 20,957 15,38¢
Property and Equipment, n 6,884 6,13¢ 2,44(
Goodwill 92 92 92
Intangible Assets, ni 73 75 91
TOTAL ASSETS $ 30,74: $ 27,26 $ 18,00

LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES

Line of Credit $ 1499 $ 11,34 $ 7,087
Accounts Payable and Accrued Exper 7,56¢ 8,53t 7,61%
Current Portion of Long Term Liabilitie 3,71z 3,27¢ 28C
TOTAL CURRENT LIABILITIES 26,27: 23,14¢ 14,98:
Long Term Liabilities, less Current Porti 11¢€ 13z 56C
TOTAL LIABILITIES 26,39( 23,28: 15,54
Minority Interest 731 62¢ 37C
STOCKHOLDERS EQUITY
Common Stocl 76 76 76
Additional Paid in Capite 144 144 144
Retained Earning 3,28 3,00¢ 1,88¢
Accumulated Other Comprehensive Income (Lt 11¢ 12t 9
TOTAL STOCKHOLDERS' EQUITY 3,621 3,35 2,09t
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 30,74: $ 27,26: $ 18,007

See notes to combined financial statements
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Summer Infant, Inc. and Affiliates
Combined Statements of Income

(Dollars in thousands)

January 1, Year Ended Year Ended

2007 through December 31, December 31,

March 6, 2007 2006 2005
Net revenue $ 12,400 $ 52,197 $ 35,53t
Cost of goods sol 7,681 31,87: 23,00¢
GROSS PROFI 4,71¢ 20,32« 12,527
Selling, general and administrative exper 3,50¢ 17,17: 10,55¢
INCOME BEFORE INTERES® 1,211 3,152 1,96¢
Interest expens 22C 93¢ 451
INCOME BEFORE TAXES AND MINORITY INTEREST $ 991 $ 221 $ 1,515
Income tax expens — 26 31
NET INCOME BEFORE MINORITY INTERES® 991 2,18¢ 1,48¢
Minority interest in net income of affiliate 10z 25¢ 161
Net income $ 88 $ 1,92¢ $ 1,32¢

. = |
Net income per she—Summer Infant, Inc $ 1,302 $ 2837 % 1,57:
Net Income per she—Summer Infant Europ $ 26C $ 3,20: $ 1,00¢
Net Income (loss) per sh—Summer Infant Asii $ — 3 (28) $ 18
Net Income per she—Summer Infant, Inc. and Affiliate $ 83 $ 17¢ % 12¢

See notes to combined financial statements
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Summer Infant, Inc. and Affiliates
Combined Statements of Cash Flows
(Dollars in thousands)

For the period ended

December 31

December 31

March 6, 2007 2006 2005
Cash flows from operating activities:
Net income $ 88¢ $ 1,92¢ $ 1,32¢
Adjustments to reconcile net income to net cashl useperating
activities
Depreciation and amortizatic 19¢ 66¢ 411
Minority interest in net income of affiliate 10z 25¢ 161
Changes in assets and liabilit
Increase in accounts receiva (3,215 (2,64¢) (2,747
Decrease (increase) in inventc 1,01« (3,359 (2,887
Increase (decrease) in accounts pay (1,439 704 1,514
Increase in accrued expen: 46€ 463 77
Increase in prepaids and other as (383 (35) (20¢)
Net cash used in operating activit (2,360 (2,019 (2,24
Cash flows from investing activities:
Acquisitions of property and equipme (939) (4,217 (1,9772)
Acquisitions of intangible asse 9
Net cash used in investing activiti (939) (4,217 (1,987
Cash flows from financing activities:
Net borrowings on line of crec 3,65(C 4,25k 5,087
Principal payments on note paya (2179) (115)
Principal payments on capital lea: (14) (22 (8
Borrowings under note payak 43¢ 2,574
Payments made on stockholder lo (68)
Contribution of capita 87
Distributions to stockholdel (615) (817) (37¢)
Net cash provided by financing activiti 3,45¢ 5,77¢ 4,60t
Effect of exchange rate changes on ¢ 8 48 4
Net increase (decrease) in cash and cash equis 152 (400) 37z
Cash and cash equivalents at beginning of pe 71k 1,11¢ 743
Cash and cash equivalents at end of pe $ 867 $ 715 $ 1,11¢
W& W |
Supplementary Disclosures of Cash Flow Information:
Cash paid during the period for inter $ 106 $ 91C $ 451
Supplementary schedule of non-cash investing anchfincing
activity:
Capital lease obligations incurr $ 19€ $ 20¢ $ 10¢

See notes to combined financial statements
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Summer Infant, Inc. and Affiliates
Combined Statements of Stockholders' Equity

(Dollars in thousands)

Common Stock

Accumulated other Total
Additional Paid Retained Comprehensive Stockholders
Shares Amount in Capital Earnings Income (Loss) Comprehensive Income Equity
Balance at December 31, 20C 10,76¢ $ 76 $ 144 $ 1,88¢ $ 9 $ 1,87 $ 2,09t
. _____=» = & & _______________N ___________N |
Stockholder distribution (80%) (805)
Net Income for the ye: 1,92¢ 1,92¢
Foreign currency translation adjustm 134 134
Total comprehensive incon 2,062 2,062
Balance at December 31, 2006 10,76¢ $ 76 $ 144 $ 3,00¢ $ 12t $ 3,35:
s ________§F Ny ______§ ______§ B |
Stockholder distribution (615) (615)
Net Income for the perio 88¢ 88¢
Foreign currency translation adjustm (6) (6)
Total comprehensive incon 88: 882
Balance at March 6, 2007 10,76¢ $ 76 $ 144 $ 3,282 $ 11 $ 3,621

See notes to combined financial statements
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SUMMER INFANT, INC. AND AFFILIATES

NOTES TO COMBINED FINANCIAL STATEMENTS
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Operations and basis of presenta

Summer Infant, Inc. and Affiliates (the 'l@pany") consists of four companies, affiliated tigb substantial common ownership. The four
companies are under common control through the nibajemting ownership of the largest shareholdasah Macari. This shareholder owns
90% of Summer Infant Inc, Summer Asia,and SummeitiReand 80% of Summer Europe. The Company is@edjin the design, marketing
and distribution of branded durable baby produeltd principally through large retailers in North Agnica and the United Kingdom. The four
companies are: (i) Summer Infant, Inc. ("SummerU&'RRhode Island corporation located in Slatersyihode Island, incorporated in 2001;
(i) Summer Infant Europe Limited ("SummerEurop&)JK limited liability corporation located in sutlbhan London incorporated in 2002;

(iif) Summer Infant Asia Limited ("SummerAsia")Hong Kong limited liability corporation located khong Kong, incorporated in 2002; and
(iv) Faith Realty, LLC ("SummerRealty"), a Rhodé&atwd limited liability company incorporated in 2005

All significant intercompany accounts arahisactions have been eliminated in the combimethéiial statements.
Revenue Recognitic

The Company follows the guidance of theuiies and Exchange Commission' ("SEC") Staff Aoding Bulletin 104 for revenue
recognition. In general, the Company records regemoen persuasive evidence of an arrangement gpisguct delivery has occurred, the
sales price to the customer is fixed or determigadohd collectability is reasonably assured. Salesecorded net of provisions for returns and
allowances, customer discounts, and other salatecetliscounts. The Company bases its estimatebsfmunts, returns and allowances on
negotiated customer terms and historical experic@ustomers do not have the right to return pragluntess the products are defective. The
Company records a reduction of sales for estimfatienle defective product deductions based on hicstbexperience.

Sales incentives or other consideratiorigilty the Company to customers that are considefiedtments of the selling price of its
products, such as allowances and product placef@esitare reflected as reductions of revenue. Saesatives and other consideration that
represent costs incurred by the Company for assetsrvices received, such as the appearance Gfdimpany's products in a customer's
national circular ad, are reflected as selling aradtketing expenses in the accompanying stateméntsame.

Cash and Cash Equivalents

For purposes of the statement of cash fleash and cash equivalents include money markeuats and investments with an original
maturity of three months or less.

Trade Receivables

Trade receivable are reported at theirtanting unpaid principal balances reduced by awalhce for doubtful accounts. The Company
estimates doubtful accounts based on historicaldedds, factors related to specific customersitghtid pay and current economic trends. The
Company writes off accounts receivable againsatlievance when a balance is determined to be wtdile.
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SUMMER INFANT, INC. AND AFFILIATES
NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)
The Company has a credit insurance potigyrotect against potential losses up to stateclatsdrom certain customers.
Inventory

Inventory is comprised of finished goods #nstated at the lower of cost using the firstiirst-out (FIFO) method, or market (net
realizable value). The Company regularly revievesvsinoving and excess inventories, and writes downritorées to net realizable value if t
ultimate expected proceeds from the disposals eésxinventory are less than the carrying costiefiterchandise.

Property and Equipmet

Property and equipment are recorded at st Company owns the molds used in the productiéis products by third party
manufacturers. Capitalized mold costs include ciostsrred for the pre-production design and develept of the molds.

Depreciation is provided over the estimateeful lives of the respective assets using egtrarght-line or accelerated methods.
Impairment of Lon-Lived Assets

The Company accounts for long-lived assetecordance with the provisions of SFAS No. I44¢counting for the Impairment or
Disposal of Lon-Lived Assets.This Statement requires that the long-lived adseteviewed for impairment whenever events or charg
circumstances indicate that the carrying amouminodsset may not be recoverable. Recoverabiliageéts to be held and used is measurel
comparison of the carrying amount of an assettiréuundiscounted net cash flows expected to bergésd by the asset. If such assets are
considered to be impaired, the impairment to begeized is measured by the amount by which the/iteyamount of the asset exceeds the
fair value less costs to sell. Assets to be disposeare reported at the lower of the carrying eadu fair value less costs to sell.

Goodwill

The Company accounts for Goodwill in acemrck with Financial Accounting Standards Board SIN&S142, "Goodwill and Other
Intangible Assets.SFAS 142 requires that goodwill and intangible tss®at have indefinite useful lives no longer bbjsct to amortization
and be tested at least annually for impairment.

Impairment exists if the carrying valuetloé reporting unit exceeds the fair value of th@oréng unit. The Company believes no
impairment existed at March 6, 2007 or DecembeB06 based on discounted cash flows projection.

Intangible Asset
Intangible assets include patents, liceaselsdesign rights, which the Company acquiredimection with certain patented products.

These intangible assets are amortizedsiraght-line basis over the estimated useful livkthe various assets (5-10 years). The
Company's management regularly reviews the carnyahge of these
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SUMMER INFANT, INC. AND AFFILIATES
NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

assets for impairment and decline in value. As aféh 6, 2007 and December 31, 2006, no impairmastesl with respect to these assets
based on a discounted future cash flows projection.

Income Taxe

SummerUS has elected to have their incdamesd under the provisions of Subchapter S ofnterhal Revenue Code. SummerRealty is a
Limited Liability Company. Accordingly, the indivichl stockholders or members are taxed on theirgtiomate share of the taxable incom
SummerUS and SummerRealty in lieu of the corponadioLLC paying income taxes. Therefore, no prarisor liability for income taxes is
reflected in these financial statements for SumnSealdd SummerRealty. SummerEurope and SummerAsgubject to corporation taxes in
the United Kingdom and Hong Kong, respectivelythatenacted tax rates at the balance sheet daterdiegly, provisions have been made
corporation taxes in these countries in the finalnstatements of the Company.

Minority Interest

On the combined statements of income, Mindnterest in Net Income of Affiliates represetttge portion of the combined net income of
all four companies that is owned by the two minosihareholders. On the combined balance sheetgri¥jirinterest represents the cumulative
total of the Minority Interest in Net Income of Alfates as of the appropriate balance sheet date.

Concentrations of Credit Risk

Financial instruments that potentially ®dbjthe Company to concentrations of credit righksigt principally of cash and trade receivables.
The Company maintains all cash deposits with fifedrigstitutions with a portion in excess of fedgrénsured limits at various times during
the year. The Company has not experienced anydassthese accounts. Concentration of credit rishk M@spect to trade receivables is limited
to some degree by credit terms and the disperdionstomers across different geographic areastfam@€ompany's credit insurance policy to
protect against potential losses up to stated atedrom certain customers. The Company continuoergbiuates the creditworthiness of its
customers and monitors their payment patterns.Gdrapany's largest customers are major publicly rethailers.

Shipping Costs

Shipping costs are included in selling eqes and amounted to approximately $149,000, $100684nd $549,000 for the period
January 1, 2007 through March 6, 2007 and the yeraded December 31, 2006 and 2005 respectively.

Translation of Foreign Currencies

The assets and liabilities of SummerEurape SummerAsia have been translated into U.S.rdalaperiod-end and year -end exchange
rates. Substantially all of the commercial activdfithe Company is denominated in U.S. dollars.asBets and liabilities of the Company's
foreign affiliates are translated into U.S. dollatghe exchange rate in effect at the end of &g and year end respectively, and the income
and expense accounts of these affiliates have toaeslated at average rates prevailing during easpective period end and year-end.
Resulting translation adjustments are
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SUMMER INFANT, INC. AND AFFILIATES
NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

made to a separate component of stockholders'yegittiin accumulated other comprehensive income.
Advertising Cost

The Company charges advertising costs pemse as incurred. Advertising expense, which stprimarily of promotional and
cooperative advertising allowances provided toamsts, was $749,000, $2,814,000 and $1,714,00Bégperiod January 1, 2007 through
March 6, 2007 and the years ended December 31, @0@0&005 respectively.

Selling Expenses

The primary components of selling expemsduide shipping costs, as well as commissions ayalty based payments to third party
vendors.

Professional Fee

Professional fees for the period JanuaB00; through March 6, 2007 and the years endeérleer 31, 2006 and 2005 totaled $72,000,
$1,354,000 and $256,000 respectively. The majofitjrese expenses in fiscal 2006 related to femsiad as a result of the Company's
proposed merger transaction (see Note 14), anéssiahal fees incurred in conjunction with the depment of a soft goods product line.

Product Liability and Warranty Reserv

The Company maintains insurance to praigainst product liability claims. Premiums are gearas an expense during the period of
coverage. In the normal course of business, thegaognmay offer warranties on certain of its produgenerally limited to product
replacement. A reserve would be recorded if the @amg's experience (including industry data) shothatithere was a material exposure
related to certain types of products; this expegenould include looking at actual claims experenad other factors. To the extent the
Company establishes that a material liability exiatreserve is established and would be includeddrued liabilities. No liability was
provided at March 6, 2007 and December 31, 2006chas the historical claims experience of the Campa

Use of Estimates

The preparation of financial statementsdnformity with accounting principles generally apted in the United States of America
requires management to make estimates and assasihiat affect certain reported amounts and diaoéss Accordingly, actual results could
differ from those estimates.

Net Income Per Shal

Basic earnings per share for the Compagpnsputed by dividing net income by the weightedrage number of shares of common stock
outstanding during the period. Diluted earningsgfere has not been presented in the accompanyinigiced statement of income since the
Company has no options, warrants and other potexaiiamon stock outstanding during the periods.
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SUMMER INFANT, INC. AND AFFILIATES
NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

Basic earnings (loss) per share for eafiliedd is computed by dividing net income for eafiliate by the weighted average number of
shares of common stock outstanding during the dédpeach period.

The following is a table that presentsnkéincome (loss) and weighted average numberarkstfor each affiliate for each period (net
income amounts in $000's):

Year ended December 31,
January 1, 2007,

through
March 6, 2007 2006 2005

Summer Infant, Inc

Net Income $ 964 $ 1887 $ 1,047
Weighted average number of sha 66€ 66€ 66€
Summer Infant Europ

Net Income $ 26 $ 32C $ 101
Weighted average number of sha 10C 10C 10C
Summer Infant Asii

Net Income (loss $ 1 % 278 $ 177
Weighted average number of sha 10,00( 10,00( 10,00(

New Accounting Pronounceme

In December 2004, the Financial Accounttgndards Board issued SFAS No. 123 (revised id)208hare Based Payment" ("SFAS 123
(R)"), which superceded SFAS No. 123, "Accountiag$tock-Based Compensation”, and APB Opinion N."Bccounting for Stock Issued
to Employees.” FAS No. 123(R) requires the recagmiof stock-based compensation expense in thediahstatements. Effective January 1,
2006, the Company adopted FAS No. 123(R). The imptgation of FAS 123(R) had no impact on the comtifinancial statements of
income for the period of January 1, 2007, througdrd¥l 6, 2007, since there are no stock optiongésu outstanding.

In June of 2005, the FASB issued StateroEhtnancial Accounting Standards No. 154, ("SFA&"), "Accounting Changes and Error
Corrections, a replacement of APB Opinion No. 28¢counting Changes" and FASB Statement No. 3, dipy Accounting Changes in
Interim Financial Statements." SFAS 154 appliealteooluntary changes in accounting principle ahdrges the requirements for accounting
for and reporting a change in accounting princiBIEAS 154 requires the retrospective applicatioprimr periods' financial statements of the
direct effect of a voluntary change in accountiniggiple unless it is impracticable. APB No. 20 ueqd that most voluntary changes in
accounting principle be recognized by includingné@t income of the period of the change the cumudadifect of changing to the new
accounting principle. The Company has adopted theigions of FAS 154 and does not expect any nadtefiect on its results of operations
financial position.

In June 2006, the FASB issued InterpretalNo. 48, "Accounting for Uncertainty in Income Es%—an Interpretation of FASB Statem
No. 109" ("FIN 48). FIN 48 clarifies the accountifay uncertainty in income taxes recognized in mpany's financial statements
accordance with SFAS No. 109, "Accounting for Ineoiaxes." FIN 48 prescribes a recognition threshalll measurement attribute for the
financial statement recognition and measuremeattak position taken or expected
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SUMMER INFANT, INC. AND AFFILIATES
NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cont inued)

to be taken in a tax return. FIN 48 is effectivefiscal years beginning after December 15, 200 Tompany is currently reviewing this new
standard to determine its effects, if any, on thenGany's results of operations or financial positio

The Company does not believe that any awently issued, but not yet effective accounsitemdards will have a material effect on the
Company's consolidated financial position, resoitsperations or cash flows.

Certain prior year amounts have been rsifiad to conform to current period presentation.
2. PROPERTY AND EQUIPMENT

Property and equipment, at cost, consi¢ings000's):

Depreciation/

Amortization
March 6, 2007 December 200¢ Period

Computer hardware and softw: $ 758 $ 70€ 5 years
Leasehold improvemen 44 44 5 years
Machinery and equipmel 81 81 7 years
Molds, tools and die 3,81( 3,56¢ 5 years
Office equipmen 12¢ 79 7 years
Trade show equipmel 131 131 5 years
Vehicles 67 67 5 years
Construction in progres 3,36¢ 2,77(C
Property and Equipment at c« 8,381 7,44z
Less accumulated depreciati 1,497 1,30
Property and Equipment, n $ 6,88 $ 6,13¢

Property and equipment includes amountsieed under capital leases of approximately $270 g&t0March 6, 2007 and December 31,
2006, with related accumulated depreciation of exipnately $60,000 and $51,000 respectively. Dejtamn is included in general and
administrative expenses in the accompanying condlsitetements of income.

3. GOODWILL AND INTANGIBLE ASSETS

Intangible assets consist of the followfimg$000's):

March 6, 2007 December 31, 200

Patents and Licens: $ 18 $ 18
Product Design Right 13¢ 13¢
Intangible assets at cc 157 157
Less: Accumulated Amortizatic 84 82
Intangible assets, n $ 73 $ 75
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SUMMER INFANT, INC. AND AFFILIATES
NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)
3. GOODWILL AND INTANGIBLE ASSETS (Continued)
Patents and Licenses were being amortizedeight years, and Product Design Rights wenegbaimortized over ten years.

Amortization expense amounted to $2,0001®Gand $16,000 for the period of January 1, 28@3ugh March 6, 2007, and for years
ended December 31, 2006 and 2005 respectivelynkt&d amortization expense for the next five y&ass follows (in $000's):

Year ending December 31,

2007 $ 16
2008 16
2009 16
2010 16
2011 9
Total $ 73

]

4. ACCRUED EXPENSES

Accrued expenses consist of the followiimgb000's):

January 1,2007

Through
March 6, 2007 December 31, 2006
Customer advertising and allowan $ 954 $ 96C
Other (none in excess of 5% of current liabiliti 1,08¢ 614
Total $ 2,04: $ 1,574

5. LOANS PAYABLE

In October 2003, the company entered irterm loan with a bank in the amount of $1,150,@4rrowings under this loan bear interes
5.92% per annum. Interest expense related todhis for the years ended December 31, 2005 tot@@d™he loan was paid off in June 2005.

In March 2005, the company entered intalzosdinated term loan payable as follows (in $000's

March 6, 2007 December 31, 2006
Note payable, $1,050; 45 months, to a businesdafmwent company. Monthly princip
installments of $23 plus interest at a rate of 18&eured by all business assets and the persor
guarantee of the majority stockholder (see Noi $ 49C % 56(
Less current portion of loi-term debt 49C 56C
Long-term debt, less current porti $ 0o 3 0
I I

Interest expense related to this note payfab the period of January 1, 2007 through Ma&cB007 was $35,000, and the expense for the
year ended December 31, 2006 was $195,000 antddoretar ended December 31, 2005 the expense walH<
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SUMMER INFANT, INC. AND AFFILIATES
NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)
5. LOANS PAYABLE (Continued)

In addition to the required monthly prirgind interest payments, the Company was reqtorathke an additional payment to the holder
of the note on a quarterly basis. This paymenteadsulated based on 0.25% of the net sales of Surdi®dor the preceding quarter and was
payable within 45 days of the close of the quafibese payments, which are included in intereseesg on the accompanying combined
statement of income for the period of January D72Brough March 6, 2007, totaled $25,000, paymfamtthe year ended December 31, 2006
amounted to $113,000 and for the year ended DeaeBih@005 payments amounted to $61,000.

On February 9, 2006, Summer Realty entereda bridge loan agreement with a financial ingibn to borrow $500,000 to fund
construction costs related to building of the nenporate headquarters. The agreement requireggttenly payments (based on a floating or
fixed rate based on LIBOR) through April 30, 20@6which point the agreement was scheduled to matod all unpaid principal was due and
payable in full. This original bridge loan was exded on several occasions throughout 2006, witleased levels of borrowing approved by
the bank. On December 21, 2006, Summer Realtyeghtato a construction loan agreement for $3,145,00e terms of this loan called for
interest only payments until June 21, 2007. As af¢h 6, 2007, $3,145,000 has been advanced franotin to fund construction and is
included in current portion of long term debt oe thalance sheet. The company did convert thistmarpermanent mortgage at the end of the
construction period subsequent to March 6, 2007.

6. LINE OF CREDIT

In October 2003, the company entered imevalving line of credit with a bank which provitléor working capital needs having
maximum borrowings of $5,000,000 for the year endedember 2005. Borrowings under the line of crbdie interest at the bank's prime
lending rate plus .125% (6.125% as of June 20083rést expense related to this line of credit $88000 for the year ended December 31,
2005. The line of credit was paid off in full innR12005.

In July, 2005, the Company entered intewlving line of credit with another bank which é&gal on June 30, 2007. This Line of Credit
provided for borrowings based on levels of qualifseEcounts receivable and inventory held by Sumr8eabld SummerEurope. The Line of
Credit was secured by all assets of the Compatgrdst on the Line of Credit was payable at pri;123% at March 6, 2007, less .25%) and
(5.32% at December 31, 2006 and 4.9% at Decemhe&(®E) plus 1.75%. Amounts outstanding underdgieement were $14,992,000 at
March 6, 2007 and $11,342,000 at December 31, 266&est expense related to this line of creditiie period of January 1, 2007 through
March 6, 2007 was $183,000, for the year ended mbee 31, 2006 interest was $734,000 and for thegme@ed December 31, 2005 interest
was $162,000.

The line of credit is included in curreiatilities in the combined balance sheets. As ofiday 1, 2006, the maximum allowable
borrowings on the Line of Credit was increased1,$00,000 and in December 2006, the maximum alievaorrowings was further
increased to $17,000,000 and the expiration dateextended to June 30, 2007. As of March 6, 20@7taximum available borrowings were
$17,000,000 and the expiration date was June 3I¥,,20hich subsequently was increased to $22,000000an expiration of June 30, 2009.
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SUMMER INFANT, INC. AND AFFILIATES
NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)
7. CAPITAL LEASE OBLIGATIONS

The company leases various equipment ureadgtal leases, which expire during 2008 and 200@. leases require monthly payments of
principal and interest, imputed at interest ratesying from 3% to 13% per annum.

The capital lease liability balance of $08® is included in liabilities on the combineddate sheets as of March 6, 2007, (of which
$118,000 is included in Long Term Debt, and thebed is in current liabilities). The minimum futdease payments, including principal and
interest, are $211,000.

8. RELATED PARTY TRANSACTIONS

In 2001 the majority stockholder of the Gmmy provided a loan to the Company in the amoti868,000. This loan included interest at
the rate of 8% per annum and had no stated repaysrams and was due on demand. The note was pfaid farch 2005. Interest expense
amounted to $1,000 for the year ended Decembez(®b.

9. PROFIT SHARING PLAN

SummerUS maintains a defined contribut@ary deferral plan (the Plan) under Section 40@tkhe Internal Revenue Code. All
employees who meet the Plan's eligibility requiretaean participate. Employees may elect to makériboitions up to 25% of their
compensation. The Company did not make contribattorthe plan for the period ended March 6, 20@¥the years ended December 31, 2006
and 2005. In 2007, the company has adopted a matgfan which will be funded throughout the year.

10. MAJOR CUSTOMERS

Sales to three customers comprised apprairin46%, 14% and 11% of net revenues for theogefanuary 1, 2007 through March 6,
2007. Amounts due from these customers comprisprbajmately 74% of trade receivables at March &720

Sales to three customers comprised apprairin41%, 21% and 11% of net revenues for the gerded December 31, 2006; amounts due
from these customers comprised approximately 84%adk receivables at December 31, 2006.

Sales to two customers comprised approxlp&0% and 19% of net revenues for the year efs@mber 31, 2005; amounts due to
these customers comprised approximately 81% oétradeivables at December 31, 2005.

11. COMMITMENTS AND CONTINGENCIES
Royalty Commitmen

SummerUS has entered into various licegseesments with third parties for the use of prodiedigns for the products manufactured by
the Company. These agreements have terminatios that®igh August, 2013. Royalty expense under thesesing agreements for the period
January 1, 2007 through March 6, 2007, was apprabeiy $17,000, and for the year ended Decembe2@16 and December 31, 2005 royalty
expense was approximately $213,000 and $442,0p@ctsely.
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SUMMER INFANT, INC. AND AFFILIATES
NOTES TO COMBINED FINANCIAL STATEMENTS (Continued)
11. COMMITMENTS AND CONTINGENCIES (Continued)
Customer Agreements

The Company enters into annual agreemeititsite’ customers in the normal course of busin€esse agreements define the terms of
product sales including in some instances cooperatilvertising costs and product return privileesdefective products only) or defective
allowances (which are based upon historical expeep These contracts are generally annual in @aid obligate the Company only as to
products actually sold to the customer.

License Agreements and Lease Commitrr

During 2005, SummerUS entered into fornmadtcacts with providers of long distance commundares, electronic data interchange
services, telephone and communication equipmedtcamputer equipment. These contracts in the agtgegpresent minimum monthly
payments of $4,000 which expire at various timesugh November 2009.

SummerUS leased its current headquartetsruimone-year nocancelable operating lease agreement which reqoicedhly payments ¢
approximately $9,000 through September 2006. Sulesedo September 2006, the Company was leasinguilding on a month to month
basis, with the intention being to move into itsvrieuilding when construction was completed in Ma#giil 2007. Under a separate one-year
agreement, SummerUS leases a warehouse whichesauanthly payments of approximately $3,000 throMiginch 2006. Subsequent to
March 2006 SummerUS has continued to lease thehease space month to month.

Summer US leased an office under a onery@aicancelable operating lease agreement whichreggmonthly payments of
approximately $1,000 through June 2007.

SummerUS leases certain vehicles undercaocelable operating lease agreements. These la@sks a three-year term requiring
monthly payments of approximately $2,000 througtober 2008.

SummerEurope leases office space undenaancelable operating lease agreement. This Iedsea five-year term through June 2008,
and requires monthly payments of approximately &1,0n addition, SummerEurope is required to payrbportionate share of common area
maintenance expenses, utilities, and increaseepty taxes.

During March 2006, SummerUS entered intiorae-year lease for warehouse space under a muelahle operating lease agreement
expiring April 2009. The Company is obligated ast jpd the lease to pay maintenance expenses aa#/ploperty taxes and insurance cost
defined in the agreement. Monthly payments forifitéal year are $27,000, and escalate over theseoaf the lease term. SummerUS has the
option to renew this lease for two additional pdsiof three years under the same terms and comsglitio

Total rent expense under non-cancelabkekand lease agreements was approximately $11%806,000 and $132,000 for the period
January 1,2007, through March 6, 2007, and foy#&ses ended December 31, 2006 and December 31, 2005
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Approximate future minimum rental paymeat® under these leases are as follows (in $000's):

Year Ending

December 31, 200 $ 39t

December 31, 200 37C

December 31, 200 93
$ 85¢
|

Employment Contrac!

SummerUS has an agreement with a certaoutive through February 2008, which provides figragate annual compensation totaling
approximately $150,000 in 2007, and $25,000 in 2@@Beement ends in February 2008). The agreemetdios provisions for automatic one
year extensions upon expiration of the originabagnent. There are no termination benefit provisieitis the exception of salary and medi
continuation through the end of the agreementéretrent of termination without cause.

In accordance with UK and EU law, Summedperhas employment contracts with all employeesohmection with these contracts,
SummerEurope is required to fund the individualgi@m plans of certain employees at varying rates 6% to 10% of the employee's annual
salary, as part of their total compensation pack@ibese pension contributions are expensed asré@ttufFhere are no termination benefit
provisions in these contracts.

Construction costs

The Company was in the process of constigie new corporate headquarters and was comntdttsplend approximately $3,604,000 in
construction costs and plans to finance 85% ottsts with a bank.

Litigation

In June 2006 the Company settled two ontsiey lawsuits and incurred a total cost of $276,@ghich includes legal costs plus settlen
payments. These costs were charged to the incatesnt as an expense during the second quar2@06f

The Company is also involved in variousroand legal actions arising in the ordinary cewtbusiness. Management is of the opinion
that the ultimate outcome of these matters woutchawe a material adverse impact on the finanaaltipn of the Company or the results of
operations.

In August 2006, Dorel Juvenile Group, Ifi@orel") filed a complaint in the United Statessbict Court for the Southern District of
Indiana against Lois DiMartinis, a current emplopéé¢he Company, claiming, among other things, et breached her non-disclosure
obligations by taking confidential information wikler when departing employment from Dorel, and sh&t would inevitably disclose
confidential information in the course of performiduties for her new employer, the Company. Danelts complaint, accused the Compan
engaging in a pattern of hiring employees from Déiethe purpose of obtaining Dorel's confidentigbrmation for use in the Company's
product designs and business. On October 20, 200&@&ourt denied Dorel's motion for
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preliminary injunction, finding that Dorel was natasonably likely to succeed on the merits ofédsec The Company agreed to provide
Ms. DiMartinis legal counsel for defending the antiand to pay the legal fees and costs for heamngef, including the appeal, which as of
March 6, 2007 and December 31, 2006 were approrign0, and $246,000, respectively.

12. STOCKHOLDERS' EQUITY

Common stock and additional paid in capifahe Company and its affiliates at March 6, 2@8& summarized below (in $000's):

Additional
Common Stock Paid in capital

Summer Infant, Ir—no par value; authorized 2000 shares, issuec

outstanding 666 shar $ 7% $ 57
Summer Infant Europe Common stock—$2 par valudiaited, issued and

outstanding 100 shar

Faith Realty, LLC 87
Summer Infant Asia Common st—$.10 par value; authorized, issued :
outstanding 10,000 shar 1

$ 7€ $ 144

13. GEOGRAPHICAL INFORMATION
The Company distributes branded durable lpabducts throughout the United States and theéedri{ingdom.

The following is a table that presentsnesenue by geographic area (in $000's):

) For the year ended December 3:
For the period

January 1, 2007

Through
March 6, 2007 2006 2005
Revenue
United State: $ 11,33¢  $ 46,88. $ 32,127
Europe 1,067 5,31¢ 3,40¢
$ 12,40 $ 52,197 $ 35,53¢

The following is a table that presentsitatsets by geographic area (in $000's):

March 6, 2007 December 31, 200

United State: $ 2793 $ 23,71¢
Europe 2,81 3,64
Asia 68 74
Eliminations (73) A7)

$ 30,74. $ 27,26:
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14. ACQUISITION OF SUMMER INFANT, INC. BY KBL HEALT HCARE ACQUISITION CORP. lI

On March 6, 2007, under an Agreement aad$bf Reorganization, dated as of September B @@@quisition Agreement"), KBL
Healthcare Acquisition Corp. Il ("KBL"), and its why owned subsidiary, Sll Acquisition Corp. ("Adgition Sub"), consummated a
transaction by which (i) Summer Infant, Inc. ("SWas merged with and into Acquisition Sub anddli)of the outstanding capital stock of
each of Summer Infant Europe, Limited ("SIE") andvner Infant Asia, Ltd. ("SIA" and, collectively,itiv SIl and SIE, the "Targets") was
acquired directly by KBL. As used in this Repohte term "Summer" includes each of the Targets.

Effective upon closing, the Company chanigedame to Summer Infant, Inc. and Sll changedédme to Summer Infant (USA), Inc.
Thus, the Company is now a holding company calletii8er Infant, Inc. operating through its wholly-adhsubsidiaries, Summer Infant
(USA), Inc., Summer Infant Europe, Limited, and Suwen Infant Asia, Ltd.

At the closing of the acquisition, the Suerratockholders received from the Company an agdeegf $20,000,000 cash and 3,916,667
shares of Company common stock (“Transaction SHaE#se Summer stockholders also will be entitleddceive up to an additional
aggregate of 2,500,000 shares of Company commohk §tGontingent Shares") in the event that the $asts price of Company common stock
is equal to or exceeds $8.50 on any twenty (2@)jricadays during any thirty (30) consecutive tragditay period commencing on the three-
month anniversary of the closing of the acquisitiod ending on April 20, 2009. The Summer stockéiddlso are entitled to receive cash
payments equal to 50% of the difference betweemsh&BITDA (as defined in the Acquisition Agreemgefar the years ended or ending
December 31, 2006, 2007 and 2008 and prescribe@iEBbenchmarks for each of those years of $4,2a0,800,000,000 and $15,000,000
respectively. These cash payments shall not ex¢8&90,000 in the aggregate for the three yeansthiéoyear ended December 31, 2006, the
additional amount earned based on EBITDA was $28} @hich was paid in 2007.

Holders of 1,208,775 shares of common stat&d against the acquisition and elected to adrtlieir shares into a pro rata portion of the
trust fund (approximately $5.69 per share or arregggte of approximately $6,883,000). After givirffeet to the (i) issuance of shares of
common stock in the acquisition and (ii) conversidshares, there are currently 13,907,892 shdrgedCompany's common stock
outstanding.

The Company prior to March 6, 2007 washmmdevelopment stage. Effective upon the acqums@focSummer Infant, Inc. the Company is
no longer a developmental stage company.
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Exhibit 10.14.1

EIGHTH AMENDMENT AGREEMENT AND ALLONGE

THIS EIGHTH AMENDMENT AGREEMENT AND ALLONGE is made effective as of the $Qlay of January, 2008, by and
amongBank of America, N.A., a national banking association, with an officeglied at 111 Westminster Street, Providence, Ristaled (the
“Lender”), andSummer Infant (USA), Inc.,a Rhode Island corporation, formerly known as Sigéisition, Inc., as successor by merger with
Summer Infant, Inc. (“SII")Summer Infant Europe Limited, a private company limited by shares organized utitetaws of England and
Wales with registered number 04322137 (“SIE”), &uinmer Infant Asia Limited, a Hong Kong corporation (“SIA”), all with a prin@p
place of business located at 1275 Park East Dvilagnsocket , Rhode Island (Sll, SIE, and SIA henedtividually referred to as a “Borrower”
and collectively referred to as the “Borrowers”).

PURPOSE
A. The Lender and the Borrowerteesd into that certain Revolving Credit Agreemaaiied July 19, 2005 (the “Loan Agreement”)
with respect to a revolving line of credit (the ‘Réving Loan”) from the Lender to the Borrowers piding borrowing availability up to
$7,500,000, which Loan Agreement was heretoforenal@@ pursuant to that certain Amendment Agreemmeshi®dlonge between the Lender
and the Borrowers dated as of December 29, 20@5'Rinst Amendment”), which First Amendment incredshe borrowing availability under
the Revolving Loan to $11,000,000, that certainoBdcAmendment Agreement and Allonge between the




Lender and the Borrowers dated as of April, 2086 (Second Amendment”), which Second Amendmentneldd the maturity of the
Revolving Loan, that certain Third Amendment Agreanand Allonge between the Lender and the Borrewated as of July 31, 2006 (the
“Third Amendment”), which Third Amendment increagbé borrowing availability under the Revolving oo $13,000,000 and further
extended the maturity of the Revolving Loan, trextain Fourth Amendment Agreement and Allonge betwthe Lender and the Borrowers
dated as of December 21, 2006 (the “Fourth Amendewhich Fourth Amendment increased the borrowangilability under the Revolving
Loan to $17,000,000, that certain Assumption andiiffation Agreement —Revolving Debt dated March 6, 2007 among Summemitfinc.
Sll, and the Lender (the “Fifth Amendment”), by whiSII, as successor by merger with Summer Infant, assumed the obligations of
Summer Infant, Inc. under the Loan Agreement, tbeeNand the Security Documents, and the Lendesesdad to the merger between
Summer Infant, Inc. and SlI, that certain Sixth Adment Agreement and Allonge between the Lendettam@orrowers dated as of June 27,
2007 (the “Sixth Amendment”), which Sixth Amendmeémndreased the borrowing availability under the &ewng Loan to $18,500,000 and
further extended the maturity of the Revolving Lpand that certain Seventh Amendment AgreemeniAfilodge between the Lender and the
Borrowers dated as of , 2007 (the “Seventh Amendment”), which Seventhelhdment increased the borrowing availability
under the Revolving Loan to $22,000,000 and furtheended the maturity of the Revolving Loan. @dpitalized terms not otherwise defined
herein shall have the meanings set forth in thenLoa




Agreement.

B. The Revolving Loan Advances madder the Revolving Loan and the Borrowers’ dailins thereunder are evidenced by that
certain Secured Promissory Note of the Borroweysple to the order of the Lender in the principabant of $7,500,000 dated July 19, 2005,
which principal amount was (i) increased to $11,000 pursuant to the terms of the First Amendm@hfurther increased to $13,000,000
pursuant to the terms of the Third Amendment, fiiither increased to $17,000,000 pursuant togheg of the Fourth Amendment, (iv) furt
increased to $18,500,000 pursuant to the termiseoBixth Amendment, and (v) further increased t,&20,000 pursuant to the terms of the
Seventh Amendment (said Secured Promissory Notanasded by the First Amendment, the Second Amengriee Third Amendment, the
Fourth Amendment, the Fifth Amendment, the Sixtheftiment, and the Seventh Amendment herein colidgtthhe “Note”).

C. Borrowers and Lender desirtutther increase the borrowing availability undeg Revolving Loan.

NOW, THEREFORE, for good and valeatbnsideration, the receipt and sufficiency ofchirare hereby acknowledged, the parties
hereto agree as follows:

1. The definition of “Borrowing Limit” in Section 1.0&f the Loan Agreement, as heretofore amendedrishly further
amended in its entirety to read as follows:

“ “Borrowing Limit ” means an amount which shall not exceed the le$gaj dwenty-Five Million Dollars ($25,000,000)

or (b) the aggregate Dollar Equivalent of (i) eigfive percent (85%) of Total Eligible Toys R Usdeévables outstanding from time
to time, plug(ii) eighty-five percent (85%) of




Total Eligible Target Receivables outstanding frigmme to time, plugiii) eighty percent (80%) of Eligible Domestic Reeables
outstanding from time to time, plyiv) sixty percent (60%) of the value of EligibleBestic Inventory, plu§/) fifty percent (50%) of
the value of Eligible Foreign Inventory, pl(s) fifty-five percent (55%) of the value of Intnait Inventory, plugvii) sixty percent
(60%) of Eligible Foreign Receivables outstandiranf time to time; provided, however, the amountlat¢e for advances against
Eligible Domestic Inventory, Intransit InventonyndiEligible Foreign Inventory shall not exceed libsser of (A) Twelve Million

Dollars ($12,000,000) or (B) one-half of the boriegvavailability under (b) (i) through (vii) abovkzssone hundred percent (100%)
of the undrawn amount of outstanding Letters ofddre

2. The reference to the dollar symbol and amount ‘@22,000” in the upper right hand corner on pagétheNote is hereby
deleted and the symbol and number “$25,000,008Usstituted therefor and inserted in place therBoé reference to the principal amount of
“Twenty-Two Million Dollars ($22,000,000)” in theghth and ninth lines of the first paragraph ongoagf the Note is hereby deleted and
“Twenty-Five Million Dollars ($25,000,000)" is sutitsited therefor and inserted in place thereof.

3. An original of this Agreement shall be attache@ma made a part of the Note.

4. Sll acknowledges and agrees that the increaseihdirowing availability under the Revolving Loaridenced by this

Agreement constitutes “Obligations,” as such tesrddfined in the Security Agreement, and thus dieBecured thereby. Section 1.23 of the
Security Agreement is hereby amended in its egtietead as follows:

“ 1.23. "Promissory Noté shall mean that certain Secured Promissory NoteeoDebtor, Summer Infant Europe Limited,
and Summer Infant Asia Limited payable to the oafehe Secured Party, dated July 19, 2005 ankdriace amount of Seven Milli
Five Hundred Thousand Dollars ($7,500,000), as@eed in amount to Eleven Million Dollars ($11,@0M) pursuant to that certain
Amendment Agreement and Allonge among the Debtomr8er Infant




Europe Limited, Summer Infant Asia Limited and 8ecured Party dated December 29, 2005, as furtbezdsed in amount to
Thirteen Million Dollars ($13,000,000) pursuantiat certain Third Amendment Agreement and Alloageng the Debtor, Summer
Infant Europe Limited, Summer Infant Asia Limiteddethe Secured Party dated July 31, 2006, as furibeeased in amount to
Seventeen Million Dollars ($17,000,000) pursuarthit certain Fourth Amendment Agreement and Allbamong the Debtor,
Summer Infant Europe Limited, Summer Infant Asienlted and the Secured Party dated December 21, 28d6rther increased in
amount to Eighteen Million Five Hundred Thousandl&s ($18,500,000) pursuant to that certain Sithendment Agreement and
Allonge among the Debtor, Summer Infant Europe teéohi Summer Infant Asia Limited and the SecuredyR#ated June 27, 2007,
further increased in amount to Twerfyro Million Dollars ($22,000,000) pursuant to theatrtain Seventh Amendment Agreement
Allonge among the Debtor, Summer Infant Europe téchi Summer Infant Asia Limited and the SecuredyRéated

, 2007, and as further increased in amouifitatenty-Five Million Dollars ($25,000,000) pursudatthat certain Eighth
Amendment Agreement and Allonge among the Debtami8er Infant Europe Limited, Summer Infant Asia ited and the Secured
Party dated January , 2008 ."

5. All security for the Revolving Loan and the Noteanexisting or hereafter granted to Lender, inclgdivithout limitation
all security evidenced, granted or governed bySbeurity Documents shall be security for the Rewgj\oan and the Note as amended by

Agreement.

6. All references to the Loan Agreement, wherever,ivelver or however made or contained, are hereby e@éobe
references to the Loan Agreement, as modified IsyAgreement. All references to the Note, wherewdrenever or however made or
contained, are hereby deemed to be references tgdte, as modified by the First Amendment and Algseement.

7. By executing this Agreement on behalf of Borrowetlie space designated below, the individual soirsigrepresents and
warrants to Lender that he or she has full powdrarthority to execute this Agreement and to biondr&ver, and




that all corporate actions necessary to authonzeapprove execution of this Agreement, and by soudividual, have been taken prior to the
execution hereof.

8. This Agreement shall be binding upon and shallértorthe benefit of Borrower and Lender, and thespective heirs,
administrators, executors, successors, and assigris.Agreement has been made in the State of &tstaind and shall be governed,
construed, applied, and enforced in accordancetivithaws of such state without resort to its dohfif laws rules. Whenever possible, each
provision of this Agreement shall be interpretegiich a manner as to be effective and valid unpiglicable law; should any provision of this
Agreement be declared invalid for any reason injangdiction, such declaration shall have no gffgmon the remaining portions of this
Agreement. In addition, the entirety of this Agremnt shall continue in full force and effect injallisdictions and said remaining portions of
this Agreement shall continue in full force andeeffin the subject jurisdiction as if this Agreermlad been executed with the invalid portions
thereof deleted.

9. Except as amended hereby, all other terms andgomg of the Loan Agreement, the Note, and the I8gcdgreement are
hereby ratified and confirmed.

10. The Borrowers hereby warrant that all of the repnéstions and warranties contained in the Loan é&gent are true and
correct as of the date hereof and that no EveDeddult (as defined in the Loan Agreement) has oecuand is continuing.
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IN WITNESS WHEREOF , the parties hereto have caused this Eighth Amentilygreement and Allonge to be executed as of the
date first above written.
Bank of America, N.A

By: /s/ David J. Angel
David J. Angell, Senior Vice Preside

Summer Infant (USA), Inc

By: /s/ Jason Maca
Name:Jason Macal
Title: Chief Executive Office

Summer Infant Europe Limite

By: /s/ Jason Maca
Name:Jason Macal
Title: Chief Executive Office

Summer Infant Asia Limite

By: /s/ Jason Maca
Name: Jason Maca
Title: Chief Executive Office




1)
2)
3)

4)

List of Subsidiaries
Summer Infant (USA), Inc., a Rhode Island corpora
Summer Infant Europe Limited, a UK private limiteaimpany;
Summer Infant Asia, Ltd., a Hong Kong limited compaand

Summer Infant Canada Limited, a Canadian limitethgany.
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Exhibit 31.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER

I, Jason Macari, Chief Executive Officegrtdy that:

1. | have reviewed this Annual RepartFmrm 10-K of Summer Infant, Inc.

2. Based on my knowledge, this repodsinot contain any untrue statement of a matgalor omit to state a material fact necessary

to make the statements made, in light of the cistanmces under which statements were made, notadistgwith respect to the period covered
by this report.

3. Based on my knowledge, the finansiatements, and other financial information ineldiéh this report, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report.

4. The registrant's other certifyin§iadr and | are responsible for establishing anthtaaing disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15e and 15d-fseéhe registrant and have:

a) Designed such disclosure controlsmndedures, or caused such disclosure controlpanwedures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

b) Evaluated the effectiveness of thggsteant's disclosure controls and procedures aeskepted in this report our conclusions

about the effectiveness of the disclosure conaints procedures, as of the end of the period cougyelis report based on such
evaluation; and

c) Disclosed in this report any chairgthe registrant's internal control over financigborting that occurred during the

registrant's most recent fiscal quarter that hateriadly affected, or is reasonably likely to maadly affect, the internal control over
financial reporting.

5. The registrant's other certifyindiagr and | have disclosed, based on our most temeriuation of internal control over financial
reporting, to the registrant's auditors and thetaummmittee of the board of directors:

a) All significant deficiencies and mdééweaknesses in the design or operation of iralecontrol over financial reporting whis
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information, and,;

b) Any fraud, whether or not materikgtinvolves management or other employees who aaignificant role in the registrant's
internal control over financial reporting.

March 27, 200¢ /sl JASON MACARI

Jason Macatri
Chief Executive Office
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Exhibit 31.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER

I, Joseph Driscoll, Chief Financial Officeertify that:

1. | have reviewed this Annual RepartForm 10-K of Summer Infant, Inc.

2. Based on my knowledge, this repodsinot contain any untrue statement of a matigalor omit to state a material fact necessary

to make the statements made, in light of the cistanmces under which statements were made, notadistgwith respect to the period covered
by this report.

3. Based on my knowledge, the finansiatements, and other financial information ineldiéh this report, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amdth@ periods presented in this report.

4. The registrant's other certifyinfadr and | are responsible for establishing anéhtaaing disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15e and 15d-fsdéhe registrant and have:

a) Designed such disclosure controlsmndedures, or caused such disclosure controlpntedures to be designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgubsidiaries, is made known to us by
others within those entities, particularly duritg tperiod in which this report is being prepared;

b) Evaluated the effectiveness of thggsteant's disclosure controls and procedures aeskepted in this report our conclusions

about the effectiveness of the disclosure conaints procedures, as of the end of the period cougyelis report based on such
evaluation; and

c) Disclosed in this report any chairgthe registrant's internal control over financigborting that occurred during the

registrant's most recent fiscal quarter that hateriadly affected, or is reasonably likely to maadly affect, the internal control over
financial reporting.

5. The registrant's other certifyinfiagr and | have disclosed, based on our most temexiuation of internal control over financial
reporting, to the registrant's auditors and thetaummmittee of the board of directors:

a) All significant deficiencies and matéraaknesses in the design or operation of interaatrol over financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize ambrt financial information, and,;

b) Any fraud, whether or not materikgtinvolves management or other employees who aaignificant role in the registrant's
internal control over financial reporting.

March 27, 200¢ /s/ JOSEPH DRISCOLI

Joseph Driscoll
Chief Financial Officel
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Exhibit 32.1
SECTION 1350 CERTIFICATION

In connection with the Annual Report oniRdk0-K of Summer Infant, Inc. (the "Company") foetyear ended December 31, 2007 (the
"Report"), as filed with the Securities and Exchex@pmmission on the date hereof, |, Jason Macaief&xecutive Officer of the Company,
certify pursuant to 18 U.S.C. Section 1350, as sstbpursuant to Section 906 of the Sarbanes-Oxt#yA2002, that:

1. The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof1934 (15 U.S.C. 78m
(a) or 780(d)); and

2. The information contained in the Report fairly gets, in all material respects, the financial cGadiand results of operatio
of the Company.

March 27, 2008 /s/ JASON MACARI

Jason Macatri
Chief Executive Office
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Exhibit 32.2
SECTION 1350 CERTIFICATION

In connection with the Annual Report oniRdk0-K of Summer Infant, Inc. (the "Company") foetyear ended December 31, 2007 (the
"Report"), as filed with the Securities and Exchex@pmmission on the date hereof, |, Joseph DrisCblief Financial Officer of the Company,
certify pursuant to 18 U.S.C. Section 1350, as sstbpursuant to Section 906 of the Sarbanes-Oxt#yA2002, that:

1. The Report fully complies with the requirementsettion 13(a) or 15(d) of the Securities Exchangeof1934 (15 U.S.C. 78m
(a) or 780(d)); and

2. The information contained in the Report fairly gets, in all material respects, the financial cGadiand results of operatio
of the Company.

March 27, 2008 /s/ JOSEPH DRISCOLL

Joseph Driscoll
Chief Financial Officel
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