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SECTION 1 - Registrant’s Business and Operations

Item 8.01 Other Events

On July 13, 2006, we entered into an agreement titled “Distribution Agreement” (the “Agreement”) with Dynamic Engines
Limited, a New Zealand company (“DEL”), pursuant to which DEL has become the exclusive distributor of our
GENSETS product in the country of New Zealand for a period of twenty years. In exchange for the exclusive
distribution rights, DEL has agreed to pay a licensing fee of $1,000 and to contribute and transfer to us certain
application development work that has enhanced the value of our intellectual property.

The Agreement is renewable upon consent of the parties for additional terms of twenty years. Under the Agreement,
DEL has the first right to negotiate for and purchase exclusive distribution rights for our other products and to
negotiate for and purchase exclusive distribution rights to the additional territories of Australia, the Cook Islands,
Tonga, Samoa Niue, and Fiji. In the event that DEL declines or is unable to meet the terms offered by us for these
additional product and/or territorial distribution rights, we will be entitled to offer those rights to other parties.

In order to maintain its rights under the Agreement, DEL must annually purchase a minimum number of GENSETS to
be determined and periodically reviewed by both parties. The Agreement requires us to exert reasonable efforts to
supply DEL’s requirements for the GENSETS. Under the Agreement, DEL is obligated to promote our products
through product shows, advertising, a website presence, and showroom and/or product demonstration sites. DEL will
be responsible for obtaining all licenses and permits necessary to sell our products in New Zealand.

The above description of the Distribution Agreement and the transactions contemplated thereby is a summary of
terms, is not intended to be complete, and is qualified in its entirety by the complete text of that agreement, a copy of
which is attached as Exhibit 99.1 to this Current Report.

SECTION 9 - FINANCIAL STATEMENTS AND EXHIBITS

Item 9.01

Exhibit 99.l        Distribution Agreement
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SIGNATURES

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.

Axial Vector Engine Corporation.

/s/  Raymond Brouzes                                                     
       Raymond Brouzes
       Chief Executive Officer, Chief Financial Officer,
       and Director

Date:  July 18, 2006
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