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Item 4.02 Non-Reliance on Previously Issued Financial Statements or a Related Audit Report or Completed Interim Review

On February 14, 2007, the management of HAPC, INC. (the “Company”), after discussion with the Company’s Audit
Committee, determined that it was necessary for the Company to restate (i) the Company’s balance sheet as of April 18, 2006
and related statement of operations, stockholders equity (deficit) and cash flows for the periods from January 1, 2006 to April
18, 2006, and from August 15, 2005 (inception) to April 18, 2006 filed with the financial statements included in the
Company’s Current Report on Form 8-K/A previously filed on November 14, 2006, (ii) the Company’s balance sheet as of
June 30, 2006, the statements of operations for the three and six months ended June 30, 2006 and the period from August 15,
2005 (inception) through June 30, 2006, the statements of stockholders equity (deficit) for the period from August 15, 2005
(inception) to December 31, 2005 and January 1, 2006 to June 30, 2006 and the statements of cash flows for the six months
ended June 30, 2006 and for the period from August 15, 2005 (inception) to June 30, 2006 included in the Company’s
Quarterly Report on Form 10-Q/A for the quarter ended June 30, 2006 previously filed on November 14, 2006 and (iii) the
Company’s balance sheet as of September 30, 2006, the statements of operations for the three months ended September 30,
2006, the nine months ended September 30, 2006, the period from August 15, 2005 (inception) to September 30, 2005 and
from August 15, 2005 (inception) to September 30, 2006, the statements of stockholders equity (deficit) from August 15, 2005
(inception) to December 31, 2005 and January 1, 2006 to September 30, 2006 and the statements of cash flows for the nine
months ended September 30, 2006, for the period from August 15, 2005 (inception) to September 30, 2005 and for the period
from August 15, 2005 to September 30, 2006 included in the Company’s Quarterly Report on Form 10-Q for the quarter ended
September 30, 2006 previously filed on November 14, 2006. As a result of these errors, the Company’s previously issued
financial statements should no longer be relied upon.

The Company’s above referenced financial statements will be restated to reflect gains and losses related to the warrants to
purchase common stock associated with the units sold in connection with the Company’s initial public offering in April 2006
and the partial exercise of the underwriter’s over allotment option in May 2006. The Company had previously classified the
value of these warrants to purchase common stock as equity. The Company has determined that these warrants should have
been classified as liabilities and, therefore, the fair value of each warrant must be recorded as a liability on the Company’s
balance sheet. Subsequent changes in the fair value of these warrants results in adjustments to the amount of the recorded
liability, and the corresponding gain or loss recorded in the Company’s statement of operations. At the date of the conversion
of each warrant or portion thereof (or exercise of the warrants or portion thereof, as the case may be), the corresponding
liability will be reclassified to equity.

The determination to restate the Company’s financial statements for the aforementioned periods was reached by the
Company’s management, in consultation with the Audit Committee, during the preparation of the Company’s Preliminary
Proxy Statement related to the Stock Purchase Agreement dated as of September 29, 2006 by and among the Company, Iceland
Acquisition Subsidiary, Inc., a wholly-owned subsidiary of the Company, I-Flow Corporation and InfuSystem, Inc.

The Company’s management is in the process of restating the above-mentioned financial statements, having discussed
such restatement with its current independent auditor as well as its former independent auditor.

The Company will file (i) Amendment No. 2 to its Form 8-K previously filed on April 26, 2006 with restated audited
financial statements, (ii) Amendment No. 2 to its Form 10-Q for the quarter ended June 30, 2006 with restated unaudited
interim financial statements and (iii) an amendment to its Form 10-Q for the quarter ended September 30, 2006 with restated
unaudited interim financial statements as soon as possible.

 
Item 8.01 Other Events

On February 9, 2007, the Company and FTN Midwest Securities Corp. (“FTN”) entered into a Unit Purchase Option
Clarification Agreement (the “Agreement”) which clarifies certain terms of the Unit Purchase Option (the “Purchase Option”)
entered into by the Company and FTN on April 11, 2006 in connection with the Company’s IPO. FTN was the lead underwriter
in the Company’s IPO.

Under the terms of the Purchase Option, FTN was granted the right to purchase 833,333 units from the Company. Each
unit consisted of one share of the Company’s common stock and two warrants, each exercisable for one share of common
stock.



The Agreement principally provides that: (i) the Company shall not be obligated to deliver any securities pursuant to the
exercise of the Purchase Option unless a registration statement under the Securities Act of 1933, as amended, with respect to
the common stock issuable upon exercise of the warrants which are issuable upon exercise of the Purchase Option is effective;
and (ii) FTN is not, and at the time of the initial issuance of the Purchase Option was not, entitled to receive a net-cash
settlement or other consideration in lieu of physical settlement in securities if the common stock issuable upon exercise of the
warrants is not covered by an effective registration statement.

The foregoing description of the Agreement does not purport to be complete and is qualified in its entirety by reference to
the full text of the Agreement filed as Exhibit 99.1 hereto, which is incorporated herein by reference.

 
Item 9.01 Financial Statements and Exhibits
 

(d) Exhibits
 
99.1

 

Unit Purchase Option Clarification Agreement, dated February 9, 2007, by and between HAPC, INC. and FTN
Midwest
Securities Corp.



Signature

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized.
 

HAPC, INC.

By:  /s/ Erin S. Enright
Name: Erin S. Enright
Title:  Chief Financial Officer

Dated: February 14, 2007
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Unit Purchase Option Clarification Agreement, dated February 9, 2007, by and between HAPC, INC. and FTN
Midwest Securities Corp.



Exhibit 99.1

UNIT PURCHASE OPTION CLARIFICATION AGREEMENT

This Unit Purchase Option Clarification Agreement (this “Agreement”), dated February 9, 2007, amends that certain Unit
Purchase Option, dated April 11, 2006 (the “Purchase Option”) issued by HAPC, INC., a Delaware corporation (the
“Company”), to FTN Midwest Securities Corp. (“Holder”).

WHEREAS, as a result of certain questions that have arisen regarding the accounting treatment applicable to the Purchase
Option, the parties hereto deem it necessary and desirable to amend the Purchase Option to clarify that the Holder does not
have the right, and did not have the right at the time of the issuance of the Purchase Option, to receive a net cash settlement in
the event that the Company does not maintain a current prospectus relating to the common stock issuable upon exercise of the
warrants which are issuable upon the exercise of the Purchase Option.

NOW, THEREFORE, in consideration of the mutual agreements contained herein and for other good and valuable
consideration, the receipt and sufficiency of which are hereby acknowledged, the parties hereto agree to amend the Purchase
Option as set forth herein.

1. Purchase Option. The undersigned hereby agree that the Purchase Option is hereby amended by adding the following
as Section 2.3.1 to the Purchase Option:

“2.3.1. No Exercise of Purchase Option if Registration Statement is not Effective. Notwithstanding anything herein to the
contrary, the Company shall not be obligated to deliver any securities pursuant to the exercise of this Purchase Option unless
(i) a registration statement under the Securities Act with respect to the Common Stock issuable upon exercise of the Warrants
issuable upon exercise of the Purchase Option is effective, or (ii) in the opinion of counsel to the Company or counsel to the
Holder reasonably satisfactory to the Company, the exercise of the Warrants is exempt from the registration requirements of the
Securities Act and such securities are qualified for sale or exempt from qualification under applicable securities laws of the
states or other jurisdictions in which the registered holders reside. The Warrants may not be exercised by, or securities issued
to, any registered holder in any state in which such exercise or issuance would be unlawful. The Holder is not, and at the time
of the initial issuance of this Purchase Option was not, entitled to receive a net-cash settlement or other consideration in lieu of
physical settlement in securities if the Common Stock issuable upon exercise of the Warrants is not covered by an effective
registration statement.”

2. Miscellaneous.

a. Defined Terms. Capitalized terms used herein but not otherwise defined shall have the meanings ascribed to them in the
Purchase Option.

b. Governing Law; Submission To Jurisdiction. This Agreement shall be governed by and interpreted and construed in
accordance with the laws of the State of New York applicable to contracts formed and to be performed entirely within the State
of New York, without regard to the conflicts of law provisions thereof to the extent such principles or rules



would require or permit the application of the laws of another jurisdiction. The Company and the Holder irrevocably and
unconditionally submit to the exclusive jurisdiction of the United States District Court for the Southern District of New York
or, if such court does not have jurisdiction, the New York State Supreme Court in the Borough of Manhattan, in any action
arising out of or relating to this Agreement.

c. Entire Agreement. This Agreement sets forth the entire agreement and understanding between the parties as to the
subject matter thereof and merges and supersedes all prior discussions, agreements and understandings of any and every nature
among them. Except as set forth in this Agreement, the provisions of the original Purchase Option which are not inconsistent
with this Agreement shall remain in full force and effect. This Agreement may be executed in counterparts.

d. Binding Effect. This Agreement shall inure solely to the benefit of and shall be binding upon, the Holder and the
Company and their permitted assignees, respective successors, legal representative and assigns, and no other person shall have
or be construed to have any legal or equitable right, remedy or claim under or in respect of or by virtue of this Agreement or
any provisions herein contained.

[Signature Page Follows]
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IN WITNESS WHEREOF, the undersigned have executed this Written Consent as of the date first above written.
 

HAPC, INC.

By:  /s/ Erin Enright
Name: Erin Enright
Title:  Chief Financial Officer

FTN MIDWEST SECURITIES CORP.

By:  /s/ Doug Donohue
Name: Doug Donohue
Title:  Managing Director
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