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                         PART I - FINANCIAL INFORMATION

Item  1.  FINANCIAL  STATEMENTS

                           PAYMENT DATA SYSTEMS, INC.
                           CONSOLIDATED BALANCE SHEETS

                                                                                      September 30, 2005    December 31, 2004
                                                                                     --------------------  -------------------
                                                                                          (Unaudited)
Assets:
Current assets:
 Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $           254,190   $          153,966 
 Accounts receivable, net. . . . . . . . . . . . . . . . . . . . . . . . . . . . .                78,994               57,788 
 Prepaid expenses and other. . . . . . . . . . . . . . . . . . . . . . . . . . . .               126,152               47,833 
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                                                                                     --------------------  -------------------
Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .               459,336              259,587 

Property and equipment, net. . . . . . . . . . . . . . . . . . . . . . . . . . . .               173,143              132,064 
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .                21,868               23,589 
                                                                                     --------------------  -------------------
Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $           654,347   $          415,240 
                                                                                     ====================  ===================

Liabilities and stockholders' equity (deficit):
Current liabilities:
 Accounts payable. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $           558,565   $          482,788 
 Accrued expenses. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .               400,331              392,515 
 Note payable. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .               527,664              264,165 
                                                                                     --------------------  -------------------
Total current liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . .             1,486,560            1,139,468 

Stockholders' equity (deficit):

Common stock, $0.001 par value, 200,000,000 shares authorized; 
32,313,667 and 23,569,180 issued and outstanding . . . . . . . . . . . . . . . . .                32,313               23,569 
Additional paid-in capital . . . . . . . . . . . . . . . . . . . . . . . . . . . .            49,418,674           47,417,898 
Deferred compensation. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .              (492,828)                   - 
Accumulated deficit. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .           (49,790,372)         (48,165,695)
                                                                                     --------------------  -------------------
Total stockholders' equity (deficit) . . . . . . . . . . . . . . . . . . . . . . .              (832,213)            (724,228)
                                                                                     --------------------  -------------------
Total liabilities and stockholders' equity (deficit) . . . . . . . . . . . . . . .   $           654,347   $          415,240 
                                                                                     ====================  ===================
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