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PART I
ITEM 1. DESCRIPTION OF BUSINESS

Rhapsody Acquisition Corp. is a blank check company formed on April 24, 2006 to serve as a vehicle to effect a
merger, capital stock exchange, asset acquisition or other similar business combination with an operating business.

On October 10, 2006, we consummated our initial public offering of 5,175,000 units, including 675,000 units subject
to the over-allotment option, with each unit consisting of one share of our common stock and one warrant, each to
purchase one share of our common stock at an exercise price of $5.00 per share. The units were sold at an offering
price of $8.00 per unit, generating total gross proceeds of $41,400,000. Simultaneously with the consummation of our
initial public offering, we consummated the private sale of 1,136,364 warrants at $1.10 per warrant to certain of our
initial stockholders and affiliates for an aggregate purchase price of $1,250,000. After deducting the underwriting
discounts and commissions and the offering expenses, the total net proceeds to us from the offering were $38,833,559,
of which $38,028,250 was deposited into the trust account. In addition, all of the proceeds from the private sale of the
warrants were deposited into the trust fund, for a total of $39,278,250 held in trust (or approximately $7.59 per share
sold in the offering). The proceeds that were not deposited into the trust fund are available to be used to search for
potential target businesses, conduct business, legal and accounting due diligence on prospective business
combinations and continuing general and administrative expenses (collectively referred to as “costs and expenses”).
Through March 31, 2007, we have used $290,069 of the net proceeds that were not deposited into the trust fund to pay
for our costs and expenses. The net proceeds deposited into the trust fund remain on deposit in the trust fund earning
interest. As of March 31, 2007, there is $39,922,072 held in the trust fund.

We are not presently engaged in, and we will not engage in, any substantive commercial business until we
consummate a business combination. We intend to utilize our cash, including the funds held in the trust fund, capital
stock, debt or a combination of the foregoing in effecting a business combination. A business combination may
involve the acquisition of, or merger with, a company which does not need substantial additional capital but which
desires to establish a public trading market for its shares, while avoiding what it may deem to be adverse
consequences of undertaking a public offering itself. These include time delays, significant expense, loss of voting
control and compliance with various Federal and state securities laws. In the alternative, we may seek to consummate
a business combination with a company that may be financially unstable or in its early stages of development or
growth.

Liquidation if no business combination

Pursuant to our amended and restated certificate of incorporation, if we do not complete a business combination by
October 3, 2008, our corporate existence will cease except for the purposes of winding up our affairs and liquidating,
pursuant to Section 278 of the Delaware General Corporation Law. We will thereafter distribute to all holders of IPO
Shares, in proportion to the number of IPO Shares held by them, an aggregate sum equal to the amount in the trust
fund, inclusive of any interest, plus any remaining net assets (subject to our obligations under Delaware law to provide
for claims of creditors). We anticipate notifying the trustee of the trust fund to begin liquidating such assets promptly
after such date and anticipate it will take no more than 10 business days to effectuate such distribution. Our initial
officers, directors, special advisors or stockholders (collectively, our “Founders”) have waived their rights to participate
in any liquidation distribution with respect to their respective shares of common stock owned by them immediately
prior to our initial public offering (“Founder Shares”). There will be no distribution from the trust fund with respect to
our warrants. We will pay the costs of liquidation from our remaining assets outside of the trust fund. If such funds are
insufficient, the Founders have agreed to advance us the funds necessary to complete such liquidation and have agreed
not to seek repayment of such expenses.

If we were to expend all of the net proceeds of our initial public offering, other than the proceeds deposited in the trust
fund, the per-share liquidation price as of March 31, 2007 would have been $7.71. However, the proceeds deposited in
the trust fund could become subject to the claims of our creditors which could be prior to the claims of our public
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stockholders. Eric S. Rosenfeld, our chairman of the board, chief executive officer and president, has agreed that, if
we liquidate prior to the consummation of a business combination, he will be personally liable to pay debts and
obligations to various vendors or other entities that are owed money by us for services rendered or products sold to us,
or to any target business, to the extent such entities bring claims that would otherwise require payment from moneys
in the trust fund.
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Selection of a target business and structuring of a business combination

We anticipate that target business candidates will be brought to our attention from various unaffiliated sources,
including investment bankers, venture capital funds, private equity funds, leveraged buyout funds, management
buyout funds and other members of the financial community. Target businesses may be brought to our attention by
such unaffiliated sources as a result of being solicited by us through calls, mailings or other advertisements. These
sources may also introduce us to target businesses they think we may be interested in on an unsolicited basis, since
many of these sources will have read our prospectus and know what types of businesses we are targeting. Our officers
and directors, as well as their affiliates, may also bring to our attention target business candidates that they become
aware of through their business contacts as a result of formal or informal inquiries or discussions they may have, as
well as attending trade shows or conventions. We have, and may again in the future, engage professional firms that
specialize in business acquisitions to assist us in our search for a target business. If we do, we may be required to pay
such firm a finder’s fee or other compensation. In no event, however, will we pay any of our Founders or any entity
with which they are affiliated any finder’s fee or other compensation prior to, or for any services they render in order to
effectuate, the consummation of a business combination (regardless of the type of transaction that it is).

Subject to the requirement that our initial business combination must be with a target business with a fair market value
that is at least 80% of our net assets at the time of the acquisition, our management has virtually unrestricted flexibility
in identifying and selecting a prospective target business. In evaluating a prospective target business, our management
considers, among other factors, the following:

· financial condition and results of operation;

· growth potential;

· experience and skill of management and availability of additional personnel;

· capital requirements;

· competitive position;

· barriers to entry;

· stage of development of the products, processes or services;

· degree of current or potential market acceptance of the products, processes or services;

· proprietary features and degree of intellectual property or other protection of the products, processes or services;

· regulatory environment of the industry; and

· costs associated with effecting the business combination.

These criteria are not intended to be exhaustive. Any evaluation relating to the merits of a particular business
combination will be based, to the extent relevant, on the above factors as well as other considerations deemed relevant
by our management in effecting a business combination consistent with our business objective. In evaluating a
prospective target business, we conduct extensive due diligence reviews which encompass, among other things,
meetings with incumbent management and inspection of facilities, as well as review of financial and other information
which will be made available to us.

3
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Fair Market Value of Target Business

The initial target business that we acquire must have a fair market value equal to at least 80% of our net assets at the
time of such acquisition. The fair market value of such business will be determined by our board of directors based
upon one or more standards generally accepted by the financial community (such as actual and potential sales,
earnings and cash flow and/or book value). If our board is not able to independently determine that the target business
has a sufficient fair market value, we will obtain an opinion from an unaffiliated, independent investment banking
firm with respect to the satisfaction of such criteria. We will not be required to obtain an opinion from an investment
banking firm as to the fair market value if our board of directors independently determines that the target business has
sufficient fair market value.

Opportunity for stockholder approval of business combination

Prior to the completion of a business combination, we will submit the transaction to our stockholders for approval,
even if the nature of the transaction is such as would not ordinarily require stockholder approval under applicable state
law. In connection with any such transaction, we will also submit to our stockholders for approval a proposal to
amend our amended and restated certificate of incorporation to provide for our corporate life to continue perpetually
following the consummation of such business combination. Any vote to extend the corporate life to continue
perpetually following the consummation of a business combination will be taken only if the business combination is
approved. We will only consummate a business combination if stockholders vote both in favor of such business
combination and our amendment to extend our corporate life.

In connection with seeking stockholder approval of a business combination, we will furnish our stockholders with
proxy solicitation materials prepared in accordance with the Securities Exchange Act of 1934, which, among other
matters, will include a description of the operations of the target business and audited historical financial statements of
the business. We will publicly announce the record date for determining the shareholders entitled to vote at the
meeting to approve our business combination at least two business days prior to such record date.

In connection with the vote required for any business combination, our Founders have agreed to vote their Founder
Shares in accordance with the vote of the majority of the shares of our common stock sold in such offering (“IPO
Shares”). This voting arrangement shall not apply to any shares included in units purchased by our Founders in our
initial public offering or purchased by them after such offering in the open market. We will proceed with the business
combination only if a majority of the IPO Shares present at the meeting to approve a business combination are voted
in favor of such business combination and stockholders holding less than 20% of the IPO Shares exercise their
conversion rights.

Conversion rights

At the time we seek stockholder approval of any business combination, we will offer the holders of IPO Shares the
right to have such shares converted to cash if the stockholder votes against the business combination and the business
combination is approved and completed. The actual per-share conversion price will be equal to the amount in the trust
fund, inclusive of any interest, as of two business days prior to the consummation of the business combination,
divided by the total number of IPO Shares. As of March 31, 2007, the per-share conversion price would have been
$7.71. An eligible stockholder may request conversion at any time after the mailing to our stockholders of the proxy
statement and prior to the vote taken with respect to a proposed business combination at a meeting held for that
purpose, but the request will not be granted unless the stockholder votes against the business combination and the
business combination is approved and completed. Any request for conversion, once made, may be withdrawn at any
time up to the date of the meeting. It is anticipated that the funds to be distributed to stockholders entitled to convert
their shares who elect conversion will be distributed promptly after completion of a business combination. We will not
complete any business combination if stockholders owning 20% or more of the IPO Shares exercise their conversion
rights. Holders of IPO Shares who convert their stock into their share of the trust fund still have the right to exercise
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any warrants they continue to hold that they purchased as part of the units.
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Competition

In identifying, evaluating and selecting a target business, we expect to encounter intense competition from other
entities having a business objective similar to ours. There are numerous blank check companies that have completed
initial public offerings that are seeking to carry out a business plan similar to our business plan. Additionally, we may
be subject to competition from entities other than blank check companies having a business objective similar to ours,
including venture capital firms, leverage buyout firms and operating businesses looking to expand their operations
through the acquisition of a target business. Many of these entities are well established and have extensive experience
identifying and effecting business combinations directly or through affiliates. Many of these competitors possess
greater technical, human and other resources than us and our financial resources will be relatively limited when
contrasted with those of many of these competitors. While we believe there are numerous potential target businesses
that we could acquire, our ability to compete in acquiring certain sizable target businesses will be limited by our
available financial resources. This inherent competitive limitation gives others an advantage in pursuing the
acquisition of a target business. Further:

·our obligation to seek stockholder approval of a business combination may delay the completion of a transaction;

·our obligation to convert into cash shares of common stock held by our public stockholders in certain instances may
reduce the resources available to us for a business combination; and

·our outstanding warrants and options, and the future dilution they potentially represent, may not be viewed favorably
by certain target businesses.

Any of these factors may place us at a competitive disadvantage in successfully negotiating a business combination.
Our management believes, however, that our status as a public entity and potential access to the United States public
equity markets may give us a competitive advantage over privately-held entities having a similar business objective as
us in acquiring a target business on favorable terms.

If we succeed in effecting a business combination, there will be, in all likelihood, intense competition from
competitors of the target business. We cannot assure you that, subsequent to a business combination, we will have the
resources or ability to compete effectively.

Employees

We have three executive officers. These individuals are not obligated to contribute any specific number of hours to
our matters and intend to devote only as much time as they deem necessary to our affairs. The amount of time they
devote in any time period will vary based on the availability of suitable target businesses to investigate. We do not
intend to have any full time employees prior to the consummation of a business combination.

Risks associated with our business

In addition to other information included in this report, the following factors should be considered in evaluating our
business and future prospects.

5
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We are a development stage company with no operating history and very limited resources.

We are a recently incorporated development stage company with no operating results to date. Since we do not have an
operating history, you will have no basis upon which to evaluate our ability to achieve our business objective, which is
to acquire an operating business. We will not generate any revenues until, at the earliest, after the consummation of a
business combination.

If third parties bring claims against us, the proceeds held in trust could be reduced and the per-share liquidation
price received by stockholders will be less than $7.71 per share.

Our placing of funds in trust may not protect those funds from third party claims against us. The proceeds held in trust
could be subject to claims which could take priority over the claims of our public stockholders. We cannot assure you
that the per-share liquidation price will not be less than the $7.71 per share held in trust as of March 31, 2007 due to
claims of creditors. If we liquidate before the completion of a business combination, Eric S. Rosenfeld, our chairman
of the board, chief executive officer and president, has agreed that he will be personally liable to ensure that the
proceeds in the trust fund are not reduced by the claims of target businesses or various vendors or other entities that
are owed money by us for services rendered or products sold to us. However, we cannot assure you that he will be
able to satisfy those obligations. Furthermore, even after our liquidation (including the distribution of the monies then
held in the trust fund), under the Delaware General Corporation Law, stockholders may be held liable for claims by
third parties against a corporation to the extent of distributions received by them in a dissolution. Accordingly, we
cannot assure you that third parties will not seek to recover from our stockholders amounts owed to them by us.

Our stockholders may be held liable for claims by third parties against us to the extent of distributions received by
them.

Our amended and restated certificate of incorporation provides that we will continue in existence only until October 3,
2008. If we have not completed a business combination by such date and amended this provision in connection
thereto, pursuant to the Delaware General Corporation Law, our corporate existence will cease except for the purposes
of winding up our affairs and liquidating. Under Sections 280 through 282 of the Delaware General Corporation Law,
stockholders may be held liable for claims by third parties against a corporation to the extent of distributions received
by them in a dissolution. If the corporation complies with certain procedures set forth in Section 280 of the Delaware
General Corporation Law intended to ensure that it makes reasonable provision for all claims against it, including a
60-day notice period during which any third-party claims can be brought against the corporation, a 90-day period
during which the corporation may reject any claims brought, and an additional 150-day waiting period before any
liquidating distributions are made to stockholders, any liability of stockholders with respect to a liquidating
distribution is limited to the lesser of such stockholder’s pro rata share of the claim or the amount distributed to the
stockholder, and any liability of the stockholder would be barred after the third anniversary of the dissolution.
However, it is our intention to make liquidating distributions to our stockholders as soon as reasonably possible after
October 3, 2008 and, therefore, we do not intend to comply with those procedures. Because we will not be complying
with those procedures, we are required, pursuant to Section 281 of the Delaware General Corporation Law, to adopt a
plan that will provide for our payment, based on facts known to us at such time, of (i) all existing claims, (ii) all
pending claims and (iii) all claims that may be potentially brought against us within the subsequent 10 years.
Accordingly, we would be required to provide for any creditors known to us at that time or those that we believe could
be potentially brought against us within the subsequent 10 years prior to distributing the funds held in the trust to
stockholders. We cannot assure you that we will properly assess all claims that may be potentially brought against us.
As such, our stockholders could potentially be liable for any claims to the extent of distributions received by them (but
no more) and any liability of our stockholders may extend well beyond the third anniversary of such date.
Accordingly, we cannot assure you that third parties will not seek to recover from our stockholders amounts owed to
them by us.
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If we are forced to file a bankruptcy case or an involuntary bankruptcy case is filed against us which is not dismissed,
any distributions received by stockholders could be viewed under applicable debtor/creditor and/or bankruptcy laws as
either a “preferential transfer” or a “fraudulent conveyance.” As a result, a bankruptcy court could seek to recover all
amounts received by our stockholders. Furthermore, because we intend to distribute the proceeds held in the trust
account to our public stockholders promptly after October 3, 2008, this may be viewed or interpreted as giving
preference to our public stockholders over any potential creditors with respect to access to or distributions from our
assets. Furthermore, our board may be viewed as having breached their fiduciary duties to our creditors and/or may
have acted in bad faith; thereby exposing itself and our company to claims of punitive damages, by paying public
stockholders from the trust account prior to addressing the claims of creditors. We cannot assure you that claims will
not be brought against us for these reasons.

You will not be able to exercise your warrants if we do not have an effective registration statement in place when
you desire to do so.

No warrant will be exercisable and we will not be obligated to issue shares of common stock unless at the time a
holder seeks to exercise such warrant, a prospectus relating to the common stock issuable upon exercise of the warrant
is current. Under the terms of the warrant agreement, we have agreed to use our best efforts to meet these conditions
and to maintain a current prospectus relating to the common stock issuable upon exercise of the warrants until the
expiration of the warrants. However, we cannot assure you that we will be able to do so, and if we do not maintain a
current prospectus related to the common stock issuable upon exercise of the warrants, holders will be unable to
exercise their warrants. Additionally, we have no obligation to settle the warrants for cash or “net cash settle” any
warrant exercise. Accordingly, if the prospectus relating to the common stock issuable upon the exercise of the
warrants is not current, the warrants may have no value, the market for the warrants may be limited and the warrants
may expire worthless. If the warrants expire worthless, this would mean that a person who paid $8.00 for a unit in our
IPO and who did not sell the warrant included in the unit would have effectively paid $8.00 for one share of our
common stock.

An investor will only be able to exercise a warrant if the issuance of common stock upon such exercise has been
registered or qualified or is deemed exempt under the securities laws of the state of residence of the holder of the
warrants.

No warrants will be exercisable by a warrant holder and we will not be obligated to issue shares of common stock
unless the common stock issuable upon such exercise has been registered or qualified or deemed to be exempt under
the securities laws of the state of residence of the holder of the warrants. At the time that the warrants become
exercisable (following our completion of a business combination), we expect to either become listed on a national
securities exchange, which would provide an exemption from registration in every state, or we would register the
warrants in every state (or seek another exemption from registration in such states). Accordingly, we believe holders
in every state will be able to exercise their warrants as long as our prospectus relating to the common stock issuable
upon exercise of the warrants is current. However, we cannot assure you of this fact. If a warrant holder is unable to
exercise his warrants in a particular state, he may be forced to sell his warrant and therefore lose out of the benefit of
purchasing our stock. Furthermore, the price he receives for his warrant may not equal the difference between the
exercise price and the stock price.

Because there are numerous companies with a business plan similar to ours seeking to effectuate a business
combination, it may be more difficult for us to do so.

There are numerous similarly structured blank check companies which have completed initial public offerings with
business plans similar to ours and there are a number of additional offerings for blank check companies that are still in
the registration process but have not completed initial public offerings. While some of those companies must complete
a business combination in specific industries, a number of them may consummate a business combination in any
industry they choose. Therefore, we may be subject to competition from these and other companies seeking to
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consummate a business plan similar to ours. Because of this competition, we cannot assure you that we will be able to
effectuate a business combination prior to October 3, 2008.
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Since we have not currently selected a particular industry or target business with which to complete a business
combination, we are unable to currently ascertain the merits or risks of the industry or business in which we may
ultimately operate.

We may consummate a business combination with a company in any industry we choose and are not limited to any
particular industry or type of business. Accordingly, there is no basis for investors to evaluate the possible merits or
risks of the target business’ operations. To the extent we complete a business combination with a financially unstable
company or an entity in its development stage, we may be affected by numerous risks inherent in the business
operations of those entities. Although our management will endeavor to evaluate the risks inherent in a particular
industry or target business, we cannot assure you that we will properly ascertain or assess all of the significant risk
factors. We also cannot assure you that an investment in our securities will not ultimately prove to be less favorable
than a direct investment, if an opportunity were available, in a target business.

We may issue shares of our common stock and preferred stock to complete a business combination, which would
reduce the equity interest of our stockholders and likely cause a change in control of our ownership.

Our amended and restated certificate of incorporation authorizes the issuance of up to 15,000,000 shares of common
stock, par value $.0001 per share, and 1,000,000 shares of preferred stock, par value $.0001 per share. We currently
have 1,488,636 authorized but unissued shares of our common stock available for issuance (after appropriate
reservation for the issuance of shares upon full exercise of our outstanding warrants and the purchase option initially
granted to EarlyBirdCapital, Inc., the representative of the underwriters in our initial public offering) and all of the
1,000,000 shares of preferred stock available for issuance.

Although we currently have no commitments to issue our securities, we will, in all likelihood, issue a substantial
number of additional shares of our common stock or preferred stock, or a combination of common and preferred
stock, to complete a business combination. The issuance of additional shares of our common stock or any number of
shares of our preferred stock:

· may significantly reduce the equity interest of stockholders;

·may subordinate the rights of holders of common stock if the preferred stock includes rights senior to the common
stock;

·will likely cause a change in control if a substantial number of our shares of common stock are issued, which may
affect, among other things, our ability to use our net operating loss carry forwards, if any, and most likely also result
in the resignation or removal of our present officers and directors; and

· may adversely affect prevailing market prices for our common stock.

Similarly, if we issue debt securities, it could result in:

·default and foreclosure on our assets if our operating revenues after a business combination were insufficient to pay
our debt obligations;

·acceleration of our obligations to repay the indebtedness even if we have made all principal and interest payments
when due if the debt security contains covenants that require the maintenance of certain financial ratios or reserves
and any such covenant is breached without a waiver or renegotiation of that covenant;
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·our immediate payment of all principal and accrued interest, if any, if the debt security is payable on demand; and

·our inability to obtain additional financing, if necessary, if the debt security contains covenants restricting our ability
to obtain additional financing while such security is outstanding.

The ability of our stockholders to exercise their conversion rights may not allow us to effectuate the most desirable
business combination or optimize our capital structure.

When we seek stockholder approval of any business combination, we will offer each public stockholder the right to
have his, her or its shares of common stock converted to cash if the stockholder votes against the business
combination and the business combination is approved and completed. Such holder must both vote against such
business combination and then exercise his, her or its conversion rights to receive a pro rata portion of the trust
account. Accordingly, if our business combination requires us to use substantially all of our cash to pay the purchase
price, because we will not know how many stockholders may exercise such conversion rights, we may either need to
reserve part of the trust account for possible payment upon such conversion, or we may need to arrange third party
financing to help fund our business combination in case a larger percentage of stockholders exercise their conversion
rights than we expect. Therefore, we may not be able to consummate a business combination that requires us to use all
of the funds held in the trust account as part of the purchase price, or we may end up having a leverage ratio that is not
optimal for our business combination. This may limit our ability to effectuate the most attractive business combination
available to us.

Our ability to successfully effect a business combination and to be successful thereafter will be totally dependent
upon the efforts of our key personnel, some of whom may join us following a business combination.

Our ability to successfully effect a business combination is dependent upon the efforts of our key personnel. The role
of our key personnel in the target business, however, cannot presently be ascertained. Although some of our key
personnel may remain with the target business in senior management or advisory positions following a business
combination, it is likely that some or all of the management of the target business will remain in place. While we
intend to closely scrutinize any individuals we engage after a business combination, we cannot assure you that our
assessment of these individuals will prove to be correct. These individuals may be unfamiliar with the requirements of
operating a public company which could cause us to have to expend time and resources helping them become familiar
with such requirements. This could be expensive and time-consuming and could lead to various regulatory issues
which may adversely affect our operations.

Our key personnel may negotiate employment or consulting agreements with a target business in connection with a
particular business combination. These agreements may provide for them to receive compensation following a
business combination and as a result, may cause them to have conflicts of interest in determining whether a
particular business combination is the most advantageous to us.

Our key personnel will be able to remain with the company after the consummation of a business combination only if
they are able to negotiate employment or consulting agreements in connection with the business combination. Such
negotiations would take place simultaneously with the negotiation of the business combination and could provide for
such individuals to receive compensation in the form of cash payments and/or our securities for services they would
render to the company after the consummation of the business combination. The personal and financial interests of
such individuals may influence their motivation in identifying and selecting a target business. However we believe the
ability of such individuals to remain with the company after the consummation of a business combination will not be
the main determining factor in our decision as to whether or not we will proceed with any potential business
combination.
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Our officers and directors allocate their time to other businesses thereby causing conflicts of interest in their
determination as to how much time to devote to our affairs. This could have a negative impact on our ability to
consummate a business combination.
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Our officers and directors are not required to commit their full time to our affairs, which may result in a conflict of
interest in allocating their time between our operations and other businesses. We do not intend to have any full time
employees prior to the consummation of a business combination. All of our executive officers are engaged in several
other business endeavors and are not obligated to contribute any specific number of hours to our affairs. If our
executive officers’ other business affairs require them to devote more substantial amounts of time to such affairs, it
could limit their ability to devote time to our affairs and could have a negative impact on our ability to consummate a
business combination.

Our officers and directors may in the future become affiliated with entities engaged in business activities similar to
those intended to be conducted by us and accordingly, may have conflicts of interest in determining to which entity
a particular business opportunity should be presented.

While our officers and directors do not currently have any contractual obligations to present potential business
combination opportunities to any other company, including other “blank check” companies, such individuals are
affiliated with other businesses and as a result may have similar fiduciary obligations for presenting business
opportunities to such entities as well as to our company. While we do not believe such businesses would be evaluating
the same type of potential target businesses that we would, as they are mainly operating companies with established
operations, a situation could arise where the same target business could be an attractive acquisition candidate for us
and one or more of such other businesses. Additionally, our officers and directors may in the future become affiliated
with entities, including other “blank check” companies, engaged in business activities similar to those intended to be
conducted by us. Accordingly, they may have conflicts of interest in determining to which entity a particular business
opportunity should be presented. We cannot assure you that these conflicts will be resolved in our favor. As a result, a
potential target business may be presented to another entity prior to its presentation to us, potentially depriving us of
an attractive business combination.

All of our officers and directors own shares of our common stock issued prior to this offering and several of our
directors and an entity controlled by our special advisor own warrants. These securities will not participate in
liquidation distributions. Therefore, our officers and directors may have a conflict of interest in determining
whether a particular target business is appropriate for a business combination.

All of our officers and directors own shares of our common stock and Eric S. Rosenfeld, our chairman of the board,
chief executive officer and president, Messrs. Leonard B. Schlemm, Jon Bauer and Colin D. Watson, each a member
of our board of directors, and Gotham Capital V, an entity controlled by Joel Greenblatt, our special advisor, have
purchased insider warrants. Such individuals have waived their right to receive distributions upon our liquidation with
respect to these shares of common stock if we are unable to consummate a business combination. The warrants
acquired by our officers or directors will be worthless if we do not consummate a business combination. The personal
and financial interests of our directors and officers may influence their motivation in timely identifying and selecting a
target business and completing a business combination. Consequently, our directors’ and officers’ discretion in
identifying and selecting a suitable target business may result in a conflict of interest when determining whether the
terms, conditions and timing of a particular business combination are appropriate and in our stockholders’ best interest.

After our business combination, we will be solely dependent on a single business and a limited number of products
or services.

Our business combination must be with a business with a fair market value of at least 80% of our net assets at the time
of such acquisition, although this may entail the simultaneous acquisitions of several operating businesses at the same
time. By consummating a business combination with only a single entity, our lack of diversification may subject us to
numerous economic, competitive and regulatory developments. Further, we would not be able to diversify our
operations or benefit from the possible spreading of risks or offsetting of losses, unlike other entities which may have
the resources to complete several business combinations in different industries or different areas of a single industry.
Accordingly, the prospects for our success may be:
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· solely dependent upon the performance of a single business, or

·dependent upon the development or market acceptance of a single or limited number of products, processes or
services.

Alternatively, if our business combination entails the simultaneous acquisitions of several operating businesses at the
same time from different sellers, we would face additional risks, including difficulties and expenses incurred in
connection with the subsequent integration of the operations and services or products of the acquired companies into a
single operating business. If we are unable to adequately address these risks, it could negatively impact our
profitability and results of operations.

Because of our limited resources and structure, we may not be able to consummate an attractive business
combination.

We expect to encounter intense competition from other entities having a business objective similar to ours, including
venture capital funds, leveraged buyout funds and operating businesses competing for acquisitions. Many of these
entities are well established and have extensive experience in identifying and effecting business combinations directly
or through affiliates. Many of these competitors possess greater technical, human and other resources than we do and
our financial resources will be relatively limited when contrasted with those of many of these competitors. While we
believe that there are numerous potential target businesses that we could acquire, our ability to compete in acquiring
certain sizable target businesses will be limited by our available financial resources. This inherent competitive
limitation gives others an advantage in pursuing the acquisition of certain target businesses. Further, the obligation we
have to seek stockholder approval of a business combination may delay the consummation of a transaction, and our
obligation to convert into cash the shares of common stock held by public stockholders in certain instances may
reduce the resources available for a business combination. Additionally, our outstanding warrants and options, and the
future dilution they potentially represent, may not be viewed favorably by certain target businesses. Any of these
obligations may place us at a competitive disadvantage in successfully negotiating a business combination.
Additionally, because of our structure, there may be fewer attractive target businesses available to acquire or privately
held target businesses may not be inclined to enter into a transaction with a publicly held blank check company like
us.

We may be unable to obtain additional financing, if required, to complete a business combination or to fund the
operations and growth of the target business, which could compel us to restructure the transaction or abandon a
particular business combination.

Although we believe our current assets will be sufficient to allow us to consummate a business combination, in as
much as we have not yet identified any prospective target business, we cannot ascertain the capital requirements for
any particular transaction. If we require further funds, either because of the size of the business combination or the
depletion of our available cash in search of a target business, or because we become obligated to convert into cash a
significant number of shares from dissenting stockholders, we will be required to seek additional financing. We
cannot assure you that such financing would be available on acceptable terms, if at all. To the extent that additional
financing proves to be unavailable when needed to consummate a particular business combination, we would be
compelled to restructure the transaction or abandon that particular business combination and seek an alternative target
business candidate. In addition, if we consummate a business combination, we may require additional financing to
fund the operations or growth of the target business. The failure to secure additional financing could have a material
adverse effect on the continued development or growth of the target business. None of our officers, directors or
stockholders is required to provide any financing to us in connection with or after a business combination.

11
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Our Founders, including our officers and directors, control a substantial interest in us and thus may influence
certain actions requiring stockholder vote.

Our board of directors is divided into three classes, each of which will generally serve for a term of three years with
only one class of directors being elected in each year. It is unlikely that there will be an annual meeting of
stockholders to elect new directors prior to the consummation of a business combination, in which case all of the
current directors will continue in office at least until the consummation of the business combination. If there is an
annual meeting, as a consequence of our “staggered” board of directors, only a minority of the board of directors will be
considered for election and our Founders, because of their ownership position, will have considerable influence
regarding the outcome. Accordingly, our Founders will continue to exert control at least until the consummation of a
business combination.

Our outstanding warrants may have an adverse effect on the market price of common stock and make it more
difficult to effect a business combination.

We currently have outstanding warrants to purchase 6,311,364 shares of common stock and an option to purchase
450,000 shares of common stock and warrants to purchase an additional 450,000 shares of common stock. To the
extent we issue shares of common stock to effect a business combination, the potential for the issuance of substantial
numbers of additional shares upon exercise of these warrants and options could make us a less attractive acquisition
vehicle in the eyes of a target business as such securities, when exercised, will increase the number of issued and
outstanding shares of our common stock and reduce the value of the shares issued to complete the business
combination. Accordingly, our warrants and options may make it more difficult to effectuate a business combination
or increase the cost of the target business. Additionally, the sale, or even the possibility of sale, of the shares
underlying the warrants and options could have an adverse effect on the market price for our securities or on our
ability to obtain future public financing. If and to the extent these warrants and options are exercised, you may
experience dilution to your holdings.

If we are unable to effect a business combination and are forced to liquidate, our warrants will expire worthless.

If we do not complete a business combination by October 3, 2008, we will distribute to all holders of IPO Shares, in
proportion to the number of IPO Shares held by them, an aggregate sum equal to the amount in the trust fund,
inclusive of any interest, plus any remaining net assets. In such event, there will be no distribution with respect to our
outstanding warrants. Accordingly, the warrants will expire worthless.

If our Founders (including the holders of the insider warrants) exercise their registration rights, it may have an
adverse effect on the market price our common stock and the existence of these rights may make it more difficult to
effect a business combination.

Our Founders are entitled to demand that we register the resale of their shares of common stock at any time after the
date on which their shares are released from escrow. Additionally, the holders of the insider warrants are entitled to
demand that we register the resale of their insider warrants and underlying shares of common stock at any time after
we consummate a business combination. If such individuals exercise their registration rights with respect to all of their
securities, then there could be an additional 1,125,000 shares of common stock and 1,136,364 warrants (and 1,136,364
shares of common stock) eligible for trading in the public market. The presence of this additional number of shares of
common stock eligible for trading in the public market may have an adverse effect on the market price of our common
stock. In addition, the existence of these rights may make it more difficult to effectuate a business combination or
increase the cost of the target business, as the stockholders of the target business may be discouraged from entering
into a business combination with us or will request a higher price for their securities as a result of these registration
rights and the potential future effect their exercise may have on the trading market for our common stock.

Our securities are quoted on the OTC Bulletin Board, which limits the liquidity and price of our securities.
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Our securities are traded on the OTC Bulletin Board, an NASD-sponsored and operated inter-dealer automated
quotation system for equity securities not included on The Nasdaq Stock Market. Quotation of our securities on the
OTC Bulletin Board limits the liquidity and price of our securities more than if our securities were quoted or listed on
The Nasdaq Stock Market or a national exchange.

If we are deemed to be an investment company, we may be required to institute burdensome compliance
requirements and our activities may be restricted, which may make it difficult for us to complete a business
combination.

A company that, among other things, is or holds itself out as being engaged primarily, or proposes to engage
primarily, in the business of investing, reinvesting, owning, trading or holding certain types of securities would be
deemed an investment company under the Investment Company Act of 1940. Since we will invest the proceeds held
in the trust fund, it is possible that we could be deemed an investment company. Notwithstanding the foregoing, we do
not believe that our anticipated principal activities will subject us to the Investment Company Act of 1940. To this
end, the proceeds held in trust may be invested by the trustee only in United States “government securities” within the
meaning of Section 2(a)(16) of the Investment Company Act of 1940 having a maturity of 180 days or less or in
money market funds meeting certain conditions under Rule 2a-7 promulgated under the Investment Company Act of
1940. By restricting the investment of the proceeds to these instruments, we intend to meet the requirements for the
exemption provided in Rule 3a-1 promulgated under the Investment Company Act of 1940.

If we are, however, deemed to be an investment company under the Investment Company Act of 1940, we may be
subject to certain restrictions that may make it more difficult for us to complete a
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