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' HDU 6 KDUHKROGHU

2 XU \ HDU WR GDW SHU RUP DQFH UHSUHVHQW DQ LP SURYHP HQWRYHU OVW\ HDU + RZ HYHU WH UHVXOW GLG QRW

P HHWRXU S®MQV DQG H[ SHFWWRQV IRUW R UHDVRQV / DUJH RUGHUV WKDWZ H H[ SHFWG LQ WKH TXDUWU HQGLQJ - XQH
Z HUH GHOD\ HG XQWO MOWU LQ WKH \ HDUDQG Z H GLG QRWKDYH WH OQTXLGLW W WNH DGYDQWJH RI VKRUWWUP

UHYHQXH RSSRUW QLWHY ,Q WKH VHFRQG KDO RI WH \ HDUZ H H[ SHFWEHWWHU UHVXOW LQ OQH Z LW WKH H[ SHFWWRQV

DQG WKH HQFRXUDJ LQJ UHVXOWN RI WH I LUVWT XDUWUDQG WKH CHYHORI WKH RUGHUERRN GXULQJ WH VHFRQG T XDUWU

2 XUP DUNHW DQG WKH GHP DQG IRURXUSURGXFW FRQWQXH W UHFRYHU Z LW WH P LOOORQ LQ UHYHQXH IRU WH
VHFRQG TXDUWU RI VAJ KW DKHDG RI WKH VHFRQG TXDUWU RI WH SUHYLRXV \ HDU RI P LOOLRQ : H DUH
P RUH WKDQ KLI KHU\ HDU WVR GDW WKDQ Z H Z HUH LQ 2 XUSURGXFWRQ FRVW DQG RYHUKHDG FRVW Z HUH
EHW HHQ DQG RZ HU WDQ Z H IRUHFDVWG 7 KH ORVV IURP FRQWQXLQJ RSHUDWRQV Z DV P LOORQ LQ
WH VHFRQG TXDUWU Z KLFK Z DV D LP SURYHP HQWRQ WH (RVV IURP FRQWQXLQJ RSHUDWRQV RI P LOORQ

UHFRUGHG LQ WKH VHFRQG TXDUWURI WH SUHYLRXV \ HDU

$ VP HQWRQHG D VKRUWJH RI Z RUNLQJ FDSILWO SURGXFHG WH (RZ HUWDQ IRUHFDVWG UHYHQXHV $ WWH HQG RI
- XQH Z HKDG P RUH WKDQ P LOOLRQ LQ DUUHDUV LQ ERRNHG RUGHUV WKDWFRXOG KDYH EHHQ VKLSSHG LQ WH
VHFRQG TXDUWU KDG Z H KDG VXIILFLHQWZ RUNLQJ FDSLWO 7 KH ERRN WR ELCO UDWR IRUWH TXDUWU Z DV WR

Z KLFK P HDQWWH RUGHU ERRN DWWH HQG RI -XQH JUHZ DQG ERRNLQJV LQ WH TXDUWU Z HUH DKHDG RI RUGHU
LQWNH ITRU WH VDP H TXDUWU LQ : H IRUHFDVWHG KLJKHU RUGHUV LQ WH TXDUWU 7 KH VKRUWDQ® Z DV

SULP DULO GXH W WH RUGHUW FRP LQJ OODW IURP WH SRZ HUWDQVP LVVLRQ DQG GLVWLE XWRQ VHFW UV

7 KH SUREMHP V. GXH W WH OFN RI Z RUNLQJ FDSLWO KDYH EHHQ P LWJDWG WURXJK WH LQIXVLRQ RI
DSSUR[ LP DWO P LOOLRQ RI QHZ HTXLW 7 KH LP SURYHG QTXLGLW SURYLGHV WH P HDQV IRU XV W UHDQVH

I XUMKHUUHYHQXH RSSRUMQLWHY DQG LP SURYH JURVV SURILWP DUJ LQV

7 KH RUGHU ERRN KDV FRQWQXHG W JURZ DQG UHP DLQV VWRQJ IRU WH UHP DLQGHU RI WH \ HDU 0 DQDJHP HQWLV
CRRNLQJ IRUZ D\ VW KDYH SLHFH SDUW GHQYHUHG DKHDG RI VFKHGXM DQG Z H KDYH VWUWG RQ RYHUWP H Z RUN W
P D[ LP LVH UHYHQXH IRU WH FRP LQJ TXDUWUW 0 DQDJHP HQWDQG DO HP SR\ HHV UHP DLQ FRP P LWHG W WH

VXFFHVV Rl \ RXU& RP SDQ\ DQG WR LP SURYLQJ UHVXOW IRUWH VHFRQG KDA RI WH \ HDU

5 HVYSHFWX0D \ RXUV

0 LFKDHOS$ / H* RII
3 UHVLGHQWDQG & KLHI ( [ HEXWYH 2 IILFHU

$ XJI XVW
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7KHIRARZ LQJ GLVFXVVLRQ DQG DQDQ VLV VKRXO EH UHDG LQ FRQMQFWRQ Z WK VKH DXGLWG & RQVRAGDWG ) LQDQFLDO6 WWP HQW DQG 1 RWV

Rl VKH & RUSRUDWRQ IRUWH TXDUWMUHQGHG - XQH WK

7 KLV TXDUWUO UHSRUWP D\ FRQWLQ FHUWLQ IRUZ DUG ORRNLQJ VWWP HQW WKDWLQYROYH D QXP EHU RI ULVNV DQG
XQFHUWLQWHY LQFAXGLQJ VWWP HQW UHJDUGLQJ WH RXWRRN IRU WH * URXSTV EXVLQHVV DQG UHVXOW RI
RSHUDWRQ %\ QDWUH WHVH ULVNV DQG XQFHUWLQWHV FRXOG FDXVH DFWDO UHVXOW WR GLIIHU P DWULDOO |URP
WRVH LQGLFDWG 6 XFK IDFWUV LQFOXGH Z LWKRXWOP LWWRQ WH YDULRXV IDFWUV VHWIRUW LQ WH 0 DQDJHP HQW
' LVFXVVLRQ $ QDO VLV RI WKLV UHSRUWDV GLVFXVVHG LQ SXEQF GLVFORVXUH GRFXP HQW ILOHG Z LW & DQDGLDQ

UHJ X ODWR U\ DX WK RULWHV

2 YHUYIHZ

$ VKRUWJIH RI QTXLGLW P HDQWWDWVRP H FXVWP HU RUGHUV FRXOG QRWEH FRP SCHWG RQ WP H DQG WKDWWH
EXVLQHVV Z DV QRWDEOH W UHDFWW VKRUWWUP RSSRUWQLWHV LQ WH P DUNHWSOOFH 5 HYHQXH LQ WH VHFRQG
TXDUWU RI DwW P LOOORQ GRHV QRWFRYHU WH IL[ HG P DQXIDFWULQJ FRVW DQG D (RVV RI DUR VH
DW WH JURVV P DUILQ CHYHO $ OKRXJK RYHUKHDG FRVW Z HUH EHORZ EXGJHW D QHW RSHUDWQJ ORVV RI

P LOOLRQ Z DV LQFXUUHG

& KDQJH IQ $ FFRXQWQJ 3 RQF\

LWK  DIITHFW IURP -DQXDU WH & DQDGLDQ ,QVWWW RI & KDUMUHG $ FFRXQWQW UHTXLUHV WH
& RUSRUDWRQ WR DFFRXQW IRU WH IDLU YDOXH RI DO VWFN RSWRQV LVVXHG VLQFH -DQXDUW 7 KH
& RUSRUDWRQ KDV GRQH WLV LQ UHVSHFWRI WH RSWRQV LVVXHG LQ $ SULO Z KLFK Z HUH WWKH RQO RSWRQV
LVVXHG VLQFH -DQXDUW W DWKDG QRWSUHYLRXVO EHHQ DFFRXQWG IRU RQ WH IDLU YDOXH P HWRG 7 KH

LP SDFWRI WKH FKDQJH LQ DFFRXQWQJ SRQF\ LV LQVLIQLILFDQW

5 HYHQXH
5 HYHQXH IRU WH VHFRQG T XDUWHU RI z DV P LOORQ GRZ Q E\ P LOOARQ RU DJ DLQVWWK H | LUVW
TXDUWU DOKRXJK LWZ DV RU DKHDG RI WKH FRUUHVSRQGLQJ TXDUWU Rl CDVW\ HDU 7 KH VKRUWJ H RI

AT XLGLW P HDQW WDW Z H FRXOG QRW FRP SCHW FXVWP HU RUGHUW RQ WP H DQG VRP H VKRUWWUP P DUNHW
RSSRUWQLWHYV Z HUH ORVW 7 KHUH Z DV D VLJ QLILFDQWEDFN®RJ LQ GHAYHULHV DWWH HQG RI WH TXDUWU LQFOXGLQJ D

GHOMD\ LQ WKH FRP SCHWRQ RI D P DMRUDVVHP EQ FRQWDFWW -X0O UDWHUWDQ LQ -XQH

* IRVV 0 DW 1Q

7 KH QHJDWYH JURVV P DUJLQ RI Z DV GLVDSSRLQWQJ LQ FRP SDULVRQ Z LW WH SRVLWYH JURVV P DUJLQV
UHSRUWG LQ WKH SUHYLRXV WUHH TXDUWUW ,WUHSUHVHQW D IDCORI IURP WH JURVV P DU LQ RI P LOORQ
LQ WH ILUWWTXDUWU EXWLV D LP SURYHP HQWRQ WH JURVV P DUILQ ORVV RI .. UHSRUWHG LQ WH

FRUUHVSRQGLQJ TXDUWU RI @DVW \ HDU 7 KH SURGXFW VROG LQ WH TXDUWMU FRQWQXHG W GHAQYHU D JRRG
FRQWLEXWRQ RYHU YDULDEOGH FRVW EXW WH YROXP H DFKLHYHG Z DV LQVXIILFLHQW WV FRYHU WH KLIK IL[ HG

P DQXIDFWKULQJ FRVWLQKHUHQWLQ UXQQLQJ VHP LFRQGXFWU IDEULFDWRQ SMQW

* HQHWO $ GP IQLVWDWRQ

* HQHUDO $ GP LQLVWDWYH FRVW RI DUH RU KLI KHU WKDQ LQ WH [|LUVW TXDUWU EXW
UHS UHVHQW D UHGXFWRQ RQ WH ILJXUH IRUWH FRUUHVSRQGLQJ TXDUWU RI OODVW\ HDU 1 RW LWVWQGLQJ WH
ILJXUH KDG LQFOXGHG RQH RII UHGXQGDQF\ FRVW RI D IXUWKHU UHGXFWRQ KDV EHHQ DFKLHYHG

\ HDU RQ \ HDU



6 DAV 0 DUINHWQJ

$ W 6 DOHV 0 DUNHWQJ FRVW Z HUH DERYH WH ILJXUH LQ WKH SUHFHGLQJ TXDUWU DQG KLI KHU
WDQ WH ILJXUH IRUWH FRUUHVSRQGLQJ TXDUWU RI DVW\ HDU 6 HFRQG TXDUWU FRVW DUH XVXDOO KLJKHU WDQ
WRVH IRU WH ILUWWTXDUWU GXH W H[ KLELWQJ DWWH 3& ,0 FRQIHUHQFH LQ 1 XUQEHUJ * HUP DQ\ 7 KH LQFUHDVH

RYHU CODVW\ HDU UHSUHVHQW WH FRVWRI D GHFLVLRQ WR LQYHVWP RUH UHVRXUFHV LQ VDOHV DQG P DUNHWQJ

5 HVHD UK " HYH®RSP HQW
7 KH QHW5 HVHDUFK ' HYHORSP HQWFRVWRI UHS UHVHQW D UHGXFWRQ LQ WH ILJXUH UHSRUWG LQ
WH | LUVWWT XDUWU DQG D UHGXFWRQ RQ WH ILJXUH IRUWH FRUUHVSRQGLQJ TXDUWU RI (DVW\ HDU 7 KH (RZ HU

I'LJXUH UHSUHVHQW WH IDFWWDW* RYHUQP HQW JUDQW DQG FRP P HUFLDO IXQGLQJ RI RXU UHVHDUFK Z KLFK LV
DFFRXQWG IRUZ KHQ UHFHLYHG LQFUHDVHG VLI QLILFDQW) LQ WH TXDUWU ,WLQ QR Z D\ UHIGHFW D ORZ HU HYHORI

QRUFRP P LW HQWWR RXUUHVHDUFK DFWY LWHV

L QW WHVW( [ SHQVH

, QWHUHVWH[ SHQVH RI Z DV EHORZ WH UHSRUWHG LQ WKH OOVWTXDUWU DQG EHORZ WH

UHSRUWHG LQ WKH FRUUHVSRQGLQJ TXDUWU RI VW\ HDU 7 KLV LP SURYHP HQWUHVXOWN IURP WH VLI QLI LFDQW
UHGXFWRQ DFKLHYHG LQ GHEWGXULQJ OVW\ HDU

L QWWHVW 2 VKHU,QFRP H

, QW HUHVWDQG RWHU LQFRP H RI Z DV XS E\ IURP WKH UHS RUWHG LQ WKH ILUVWT XDUWU DQG XS

IURP WH UHSRUWG LQ WKH FRUUHVSRQGLQJ TXDUWU RI CODVW\ HDU 7 KH P DLQ FRQVWWHQWLQ DQO W UHH
TXDUWW Z DV WKH UHOHDVH RI GHIHUUHG UHYHQXH DULVLQJ RQ WH VDOH DQG (HDVHEDFN RI WKH QG DQG EXLOGLQJV LQ
I/ LQFROQ ( QJ QG WKDWWRN SOFH CODVW\ HDU

) RIHL Q ( [ FKDQJH / RVV

) RORZ LQJ WKH FRQYHUVLRQ RI WH LQWU FRP SDQ\ GHEWEHW HHQ WH & RUSRUDWRQ DQG LW VXEVLGLDU *\ QH[
6 HP LFRQGXFWU / W LQW HTXLW VW ' HFHP EHU RQQ IRUHLIQ H[ FKDQJH JDLQV DQG ORVVHV RQ WDGLQJ
WDQVDFWRQV VWO JR WURXJK WH 3 URILWDQG / RVV $§ FFRXQW 7 KLV KDV UHGXFHG WH YRODWOW LQ UHSRUWG
HDUQLQJV ,Q WKH VHFRQG T XDUWURI D VP DOOJDLQ RI Z DV UHFRUGHG ,Q WH SUHYLRXV TXDUWUD RVV

RI KDG EHHQ UHSRUWG DQG LQ WWH FRUUHVSRQGLQJ TXDUWU RI (ODVW\ HDU EHIRUH WKH LQWU FRP SDQ\ ORDQ
KDG EHHQ FRQYHUWG WH RVV Z DV

,QFRP H 7 D[ HV

,Q YLHZ RI WKH ORVVHV LQ WKH TXDUWU QHLWHU WH & RUSRUDWRQ QRU DQ\ RI LW VXEVLGLDULHV Z LGOEH SD\ LQJ DQ\
W[ HV LQ UHODWRQ WR WKH VHFRQG TXDUWU UHVXOW 7 KHUH Z DV QR W[ SD\ DE® LQ WH SUHYLRXV TXDUWU ,Q WH
FRUUHVSRQGLQJ TXDUWU RI VW \ HDU WHUH KDG EHHQ D RQH RIl UHGHDVH RI D GHIHUUHG W[ SURYLVLRQ RI

Z KLFK Z DV GHHP HG QR ORQJHU QHFHVVDU\

1 HW/ RVV
7 KH QHWORVV Z DV P LOORQ ERW EHIRUH DQG DIWU GLVFRQWQXHG RSHUDWRQV ,WZ DV P LOOLRQ RU P RUH
WDQ WUHH WP HV ODUJ HU WVKDQ WH ORVV LQ WKH ILUVWT XDUWU ,WZ DV RU ORZ HUWDQ WH RVV EHIRUH

GLVFRQWQXHG RSHUDWRQV LQ WH FRUUHVSRQGLQJ TXDUWU RI OOVW\ HDU $ IWU GLVFRQWQXHG RSHUDWRQV LWZ DV

RU Z RUVH WKDQ WKH CRVV LQ WKH FRUUHVSRQGLQJ TXDUWU RI OGODVW\ HDU



6 HJP HQWO$ QDQ VLV

5 HYHQXH IRU 3 RZ HU 8 QLW RI P LOOORQ Z RXOG KDYH EHHQ KLIKHU WDQ WH SUHYLRXV TXDUWU KDG LWQRW
EHHQ IRU WH EDFNORJ DQG FXVWP HU GHD\V $ V LWZ DV LWZ DV RU EHRZ WDWRI WH SUHYLRXV

TXDUWUDQG VRP H RU KLI KHUWDQ LQ WKH FRUUHVSRQGLQJ TXDUWURI MVW\ HDU

7 KH GHOD\ LQ 3RZ HU$ VVHP EO FRQWDFW VDZ UHYHQXH IDQ E\ RU DJDLQVWWH | LUVWT XDUWU RI
DQG E\ RU FRP SDUHG W WH FRUUHVSRQGLQJ TXDUWU RI (DVW\ HDU 7 KH VHFRQG TXDUWU RI

KDG EHQHILWG IURP FRP SOCHWRQ RI D ODUJH DVVHP EO RUGHU

5 HYHQXH ITURP ,QWJUDWG & LUFXLW Z DV GRZ Q RU ITURP WKH SUHYLRXV TXDUWU Z KLFK KDG WH
EHQHILWRI D (DUJH VLOFRQ RQ VDSSKLUH RUGHU Z RUK DSSUR[ LP DWO 5 HYHQXH Z DV XS RU

RYHUWH FRUUHVSRQGLQJ TXDUWURI COVW\ HDU

6 HDVRQD QW

0 DQDJHP HQWGRHV QRWUHJ DUG WKH EXVLQHVV DV VHDVRQDO 6 LJQLILFDQWFKDQJHV LQ TXDUWUO UHYHQXHV LQ SRZ HU
GHYLFHV LQ WH SDVWKDYH UHIGHFWG LQWUQDO RSHUDWQJ FRQGLWRQV ,Q WH FDVH RI SRZ HU DVVHP EQHV DQG
LQWJ UDWHG FLUFXLW VP DOOQXP EHUV RI (ODUJH FRQWDFW GULYH ERW WHVH VHJP HQW 7 KH GHOQLYHU RI D ODUJH
FRQWDFW LQ D SDUWFXODU TXDUWU FDQ FDXVH UHYHQXH WR |IOXFWDW VL] QLILFDQW JLYLQJ WKH DSSHDUDQFH RI

VHDVRQDOW

/ LT X LG LW & DSIMDO5 HVRXUWFHV

$ VP DO VWHQJWHQLQJ RI 6 WUAQJ VDZ D SRVLWYH WDQVMWRQ DGMKVW HQWRI + RZ HYHU WLV Z DV

LQVXIILFLHQWW DIITHFWWH RYHUDCO UHVXONDQG 6 KDUHKROGHUfV ) XQGV IHOOE\ P LOOLRQ WR

7 KH CRVVHV DURVH P DLQO IURP DQ LQDELOW W FRP SOHW RUGHUV RQ WP H 7 KH IDLOXUH WVR GHQ.YHU RUGHUV RQ WP H

Z DV DO/VR D NH\ UHDVRQ IRUWH ULVH LQ LQYHQW U ,WURVH E\ P LOOLRQ VLQFH WH HQG RI WH VWT XDUWU

7 KH ORVV DQG WKH LQFUHDVH LQ LQYHQWRUW Z HUH ILQDQFHG E\ D UHGXFWRQ LQ DFFRXQW UHFHLYDEGOH RI P LOORQ
DQG DQ LQFUHDVH LQ FUHGLWRUV RI P LOORQ 7 KH LQFUHDVH LQ FUHGLWUV SXWVL]I QLILFDQWVWDLQ RQ WH VXSSO

FKDLQ GXULQJ WH T XDUWU

6 HBIFWIG ) .QDQFLDO,QIRWP DVRQ

6 HOHFWHG T XDUWUO ILQDQFLDO LQIRUP DWRQ WNHQ IURP WH XQDXGLWG T XDUWUQ UHS R UW/ DQG DQQXDO
LQIRUP DWRQ WNHQ IURP WH DQQXDOUHSRUW DUH SUHVHQWG EHORZ $ OO DP RXQW DUH VWWG LQ WKRXVDQGV RI
GRODUW H[ FHSWIRU HDUQLQJYV SHU VKDUH ILIXUHV ( 36 Z KLFK DUH VWWG LQ FHQW SHU VKDUH 7 KH ILJXUHV IRU

RQJ WHUP ODELAWHYV GR QRWLQFOXGH GHIHUUHG UHYHQXHV DV WHVH DUH QRWD QDELAOW RI WH & RUSRUDWRQ

2004 2004 2003 2003 2003 2003 2002 2002 2003 2002 2001
Q2 Q1 Q4 Q3 Q2 Q1 Q4 Q3 FY FY FY

Revenue 5363 6,714 6903 7,077 5261 4348 7,133 8,261 23563 30,581 37,000
Continuing operations:
Net (loss) (1,924) (576) (548) (1,335) (2,813) (2,826)  (805) (7) (7.477) (2531) (13,719)
Basic EPS (0.09) (0.03) (0.02) (0.07) (0.14) (0.18) (0.04) (0.000 (0.38) (0.14) (0.98)
Diluted EPS (0.09) (0.03) (0.02) (0.07) (0.14) (0.18) (0.04) (0.00) (0.38) (0.14) (0.98)

Total operations:
Net earnings/(loss)  (1,924) (576) (650) 3,076 (1,762) (2,751) 625 345 (2,087) 448  (7,300)

Basic EPS (0.09) (0.03) (004 015 (009 (015 004 002 (011) 003 (052
Diluted EPS (0.09) (0.03) (004 015 (009 (015 003 002 (011) 002 (052
Total assets 15004 16,680 14,862 15116 16,363 17,581 24,391 24,380 14,862 24,391 28,347
Long term liabilities 4 9 13 18 22 433 3006 3488 13 3006 4563

Cash Dividends paid 0 0 0 0 0 0 0 0 0 0 0



7 KH GHFAQH LQ UHYHQXH RYHU WH OVWWUHH \ HDUV UHIGHFW WH FCORVXUH RI YDULRXV EXVLQHVV QQHV VXFK DV
P DFURFKLS DQG D UHFHVVLRQ LQ WH GHP DQG IRUKLIK SRZ HU VHP LFRQGXFWUV 7 KH TXDUWUO UHYHQXH ILIXUHV
VKRZ D IDOO LQ UHYHQXH LQ 4 R DV D UHVXONRI D VHYHUH QTXLGLW VKRUWJH IRORZ HG E\ D VWDG\
UHFRYHU\ LQ UHYHQXH DQG D UHGXFWRQ LQ WH ORVV IURP FRQWQXLQJ RSHUDWRQV $ WJKWAQTXLGLW VLWDWRQ LQ

WH ODVWT XDUWHU DQG GHM\ VW VRP H P DMRURUGHUY KDV UHY HUVHG W DWWHQG

& KDQJHV LQ WKH ORVV IURP FRQWQXLQJ RSHUDWRQV IROCCRZ WH FKDQJHV LQ UHYHQXHV EXWDOR VKRZ WH LP SDFW
RI ORQJ WHUP FRVWUHGXFWRQ LQLWDWYHV 5 HVXOW IURP WRWORSHUDWRQV GLIIHU VL) QLILFDQW) [TURP UHVXOWN | URP
FRQWQXLQJ RSHUDWRQV LQ 4 R DQG 4 R GXH W YHU KLIK YROXP HV DQG JRRG UHVXOWN LQ WRVH
TXDUWW ITURP WH P LFURZ DYH VHQVRUV EXVLQHVV 7 KH GLIITHUHQFH LQ 4 R EHW HHQ WKH UHVXOW |URP
FRQWQXLQJ RSHUDWRQV DQG WH UHVXONIURP WRWORSHUDWRQV UHICHFW WH SURILWRQ WH VDOH RI WKH P LFURZ DYH

VHQVRUV EXVLQHVV

7 KH ODUJH UHGXFWRQ LQ WRWO DVVHW EHW HHQ 4 R DQG 4 RI LV D UHVXON RI WKH VDOH DQG
CHDVHEDFN RI WKH VLW LQ / LQFROQ ( QJ QG $ VLIQLILFDQWDP RXQWRI WH SURFHHGV IURP WLV WDQVDFWRQ Z DV

XVHG WR UHGXFH WKH (RQJ WUP GHEWRI WH & RUSRUDWRQ

5LVN O DQDJHP HQW

7 KH OHYHO RI Z RUGGZ LGH GHP DQG IRU SRZ HU VHP LFRQGXFWUV LV RQH RI WH NH\ XQFHUWLQWHV |IRU WH
& RUSRUDWRQ ' HP DQG KDV EHHQ DWD UHMWYHO OZ OGYHOIRUW R \ HDW 5 HFHQWSRZ HU EMFNRXW LQ ERW
1 RUK $ P HULFD DQG ( XURSH KDYH HG WR Z LGHVSUHDG GLVFXVVLRQ RI WH QHHG IRU VLI QLILFDQWLQYHVW HQW LQ
SRZ HU JHQHUDWRQ WDQVP LVVLRQ DQG GLVWLEXWRQ 6 XFK LQYHVW HQW Z RXOG EHQHILWWH & RUSRUDWRQ DQG
P DQDJHP HQWKDV DQUHDG\ VHHQ WKH | LUWWVWJ HV RI UHFRYHU LQ GHP DQG IURP VXFK LQYHVW HQW 7 KH IDLOXUH W

FDUW WURXJK WLV LQYHVW HQWZ RXOG EH GHWLP HQWOW WH IXWUH RI WKH EXVLQHVV

$ V GLVFORVHG LQ WH ) LQDQFLDO 6 WWHP HQW WH & RUSRUDWRQ KDG W R P DMRU FXVWP HU Z KR HDFK DFFRXQWG

IRU RUP RUH RI UHYHQXH LQ WKH TXDUWU 5 HODWRQVKLSV Z LWK ERW FXVWP HUV UHP DLQ JRRG

$ OKRXJK WH & RUSRUDWRQ EX\V VRP H P DWULDOV LQ 1 RUWK $ P HULFD FRQWQHQWO ( XURSH DQG WH ) DU ( DVW
WH EXON RI LW FRVW DUH LQFXUUHG LQ 6 WUQLQJ + RZ HYHU LW VHOO/ LQWR Z RUGG P DUNHW Z LW P DQ\ VDMV
GHQRP LQDWG LQ ( XURV DQG 8 6 GRODUY $ V D FRQVHTXHQFH WH & RUSRUDWRQYV UHVXOWN DUH DIIHFWG E\
FKDQJHV LQ H[ FKDQJH UDWHV EHW HHQ WHVH FXUUHQFLHVY 0 DQDJHP HQWP RQLWU WHVH H[ SRVXUHV EXWGRHV QRW
XQGHUWNLQJ KHGJLQJ RI WHVH H[ SRVXUHV 7 KH QHHG W XQGHUWNH VXFK KHGJLQJ LV UHYLHZ HG IURP WP H W

WP H

7 KH & RUSRUDWRQTV VRH RSHUDWQJ XQLWLV LQ / LQFROQ ( QJMQG DQG VR WH P DMRULW RI LW DVVHW QDELQWHYV
UHYHQXHV H[ SHQVHV DQG FDVK IRZ V WNH SOFH DQG DUH UHFRUGHG LQ 6 WUQQJ 7 KHVH YDOXHV KDYH W EH
WDQVMDMWG WR ' RODW IRULQFXVLRQ LQ WKH FRQVROAGDWG |ILQDQFLDO VWWP HQW RI WH & RUSRUDWRQ 0 RYHP HQW
LQ WKH ' RODU 6 WHUAQJ H[ FKDQJH UDW GLUHFW) DIIHFWVXFK YDOXHV 7 KH & RUSRUDWRQ GRHV QRWKHGJH VXFK

H[ SRVXUHV

7 KH DYDLOELAOW RI FDVK W ILQDQFH WH Z RUNLQJ FDSLWO QHHGV RI WH EXVLQHVV KDV EHHQ WH VRXUFH RI
SURECHP V LQ WH SDVW 7 KH & RUSRUDWRQ LV QRZ ORRNLQJ W JURZ LW FRUH EXVLQHVV DQG VWH DYDLODELAW RI

FDVK WVR GR WKLV UHP DLQV DQ DUHD RI P DQDJHP HQWIRFXYV

5 HODWG 3 DUW 7 IDQVDFWRQV

7 KH & RUSRUDWRQ LQFXUUHG H[ SHQVHV RI Z LW UHVSHFWW |HHV SD\ DECH WR GLUHFWRUV $ V DW- XQH W

D WVRWORI Z DV SD\ DECH WR GLUHFWUWUY 7 KH GLUHFWRUVY IHHV DUH UHFRUGHG DWQHJ RWDWG DP RXQW

7 KH & RUSRUDWRQ KDV W R ORDQV IURP D GLUHFWU WWOOLQJ Z KLFK EHDU LQWUHVWDW SHU DQQXP
FRP SRXQGHG P RQWO DQG Z KLFK DUH UHSD\ DECH LQ - XQH $ WLUG RDQ IRU Z DV WDNHQ ITURP D
GLUHFWU GXULQJ WH TXDUWMU ,WEHDUV LQWHUHVWDW SHUDQQXP FRP SRXQGHG P RQWO DQG LV UHSD\ DEMH LQ

WUHH HT XDOLQVWOP HQW LQ ) HEUXDW 0 DUFK DQG $ SULO

2 Q 0 DUFK vw WH & RUSRUDWRQ VHWMHG D OHJDOGLVSXW W Z KLFK D GLUHFWU RI WKH FRP SDQ\ LV GXH W

FRQWILE X W4 7 KDWDP RXQWZ DV RXWWQGLQJ DW - XQH EXWKDV VLQFH EHHQ UHSDLG



%XVIQHVV ' HYH®RSP HQW

0 DQDJHP HQW LV IRUHFDVWQJ JURZ W LQ UHYHQXHV IURP ¥ %7 V IRORZ LQJ UHFHQW LP SURYHP HQW LQ WH
WFKQRORJ\ RI RXU RIIHULQJYV DQG LQ DVVHP EQHV : KLO/WLQLWDO KRSHV Z HUH WKDWZ H Z RXOG VHH WLV LQ RXU
UHYHQXHV IURP WH VWUWRI WH WLUG TXDUWU OOWVWIRUHFDVW DUH WKDWWLV LV QRZ P RUH ANHO W RFFXU CDWHU

WKLV \ HDU WXV GHMD\ LQJ WKH LP SURYHP HQWLQ RXU SHU RUP DQFH

6 XEVHTXHQW( YHQW

2 Q% XIXVW W WH & RUSRUDWRQ DQQRXQFHG WH DSSRLQW HQWRI ' DQLHO2 Z HQ WR WH ERDUG
2 Q% XIXVW W WH VWWODP RXQWGXH IURP D GLUHFWURI Z DV UHSDLG
2 Q $ XJIXVwW WK WH & RUSRUDWRQ FRP SCHWG D P LOOLRQ HT XLW SOFHP HQW 7 KH QHWSURFHHGV Z LOO

EH XVHG W ILQDQFH VDOHV DQG P DUNHWQJ DFWYLWHV W UHGXFH WH CHYHORI LQGHEWGQHVV WR VXSSQOHUY DQG W

IXQG SURGXFWYLW HQKDQFLQJ FDSLWOH[ SHQGLW UHV

% RE / RFNZ RRG

LUHFW U DQG & KLHI ) LQDQFLDO2 IILFHU



& RQVRAGDW G ) LQDQFLDO6 WWP HQW RI

4 XDUMU( QGHG - XQH VK
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& RQVRAGDWG %DM®MQFH 6 KHHW

4 XDUWU ( QGHG - XQH VK

&855 (17 $66(76

& DVK DQG FDVK HTXLYD™H QW

$ FFRXQW UHFHLYDE®™

LQYHQWR UH V

‘" XH IURP GLUHFWU

3 UHSDLG H[ SHQVHYVY DQG GHSRVLW

X QDX GLWG

HF VW

DXGLW G

& $3.,7%/ $66(76

&855 (17 /.%$%,/ .,7,(6

$ FFRXQW SD\DEQ DQG DFFUXHG QDE LAWH V

" XH W GLUHFWU 1 RW

6 KRUWW UP GHEW 1 RW

& XUHHQWSRUWRQ RI (RQJ WUP GHEW 1 RW

& XUIHQWSRUWRQ RI GHIHUUHG UHYHQXH 1 RWH
/2 1% 7(50 " (% 1 RW

/21* 7(50 ' ()(55 (" 5(9(18( 1RW
6+$5 (+2/"' (56 (48,7<

6 KDUH & DSIWO 1 RW

" HILWF W

& XP X@OWYH WDQVMDWRQ DGMVW HQW
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& RQVRQAGDWG 6 WWHP HQWRI 3 URILWDQG / RVV 8 QDXGLWG

4 XDUWU ( QGHG - XQH VK

5 HYHQXH

& RVWRI VDMV

P RQW V

P RQWV

- XQ WK

- XQ

<

-XQ

<

* URVV P DUJ LQ

([ SHQVHV

* HQHUDODQG DGP LQLVWDWRQ

6 DHV DQG P DUNHWQJ

5 HVHDUFK DQG GHYH®RSP HQW

JLQWUHVWH[ SHQVH

/' RVV EHIRUH RWHULQFRP H

H[ SHQVHV DQG LQFRP H W[ HV

2 WCHULQFRP H H[SHQVHV

,QWUHVWDQG RWHULQFRP H

) RUHW Q HIFKDQJH JDLQ ®RVV

3 URYLVLRQ IRU UHFRYHU\ RI LQFRP H W[ HV
1 RWH

& X UUH QW

) X WK UH

1(7 /266 )520 &217,18,1*

23(58%7,216

1(7 ($51.,1*6 )520 ' ,6&2 17,18 (

2 3(5%7,216 1 RWH

1 (7 /1266

() . &7 %(* ,11,1* 2) 3(5,2

/' RVV SHUVKDUH IURP FRQWQXLQJ RSHUDWRQV

% DV LF

LX WH G

/' RVV HDUQLQJV SHUVKDUH

% DV LF

LOX WH G

HLI KWG DYHUDJH QXP EHURI VKDUHV

% DV LF

LX WH G




''<1(; 32: (5 ,1&
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4 XDUWU ( QGHG - XQH VK

P RQWV

- XQ WK

- XQ

<

23(58%7,216

1 HW RVV HDUQLQJV

WPV QRWDIIHFWQJ FDVK

$ P RUW] DWRQ

* DIQ RQ GWWSRVDORI FDSLWODVVHW

$ P RUM DWRQ RI GHIHUUHG ILQDQFH FKDUI HV

6 KDUHV DQG RSWRQV LWVVXHG IRUVHUYLFHV

& KDQJHV LQ QRQ FDVK RSHUDWQJ Z RUNLQJ FDSLWO
1 RW

) 181 &,1*

6 KDUHV LWVXHG IRUFDVK

,QFUHDVH LQ GXH IURP GLUHFWU

' HFUHDVH LQFUHDVH LQ GXH W VKDUHKRGHU

,QFUHDVH LQ RDQV IURP D GLUHFWU

' HFUHDVH LQFUHDVH LQ VKRUWWUP GHEW

' HFUHDVH LQFUHDVH LQ RQJ WHUP GHEW

,19(670 (176

3 URFHHGV RQ GLWSRVDORI FDSLWODVVHW

3 XUFKDVH RI FDSLWODVVHW

1(7 ' (&5($6( ,1 &$6+ 326,7,21

( IIHFWRI IRUHLJ Q FXUUHQF\ WDQV®WRQ RQ FDVK IRZ

& DVK EHJLQQLQJ RI SHULRG

6 XSSMHP HQWUW ,QIRUP DWRQ

,QW UHVWSDLG

,QFRP H W[ HV SDLG GXURQRJ \ HDU
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4 XDUWU ( QGHG - XQH VK

" (6&5,37,21 2) %86,1(66

7 KH & RUSRUDWRQ LV HQJDJHG LQ WKH GHVLIQ DQG P DQXIDFWUH RI LQGXVWIDOSRZ HUHT XLSP HQW

6800%$5<2) 6,1, ,&8$17 $&&2817,1* 32/ ,&,(6

$ FFRXQWQJ SRQFLHV

7 KH FRQVRQAGDWG I LQDQFLDOVWWP HQW S UHVHQWG KHUH DUH SUHS DUHG XVLQJ WKH VDP H DFFRXQWQJ SRQFLHV
DV Z HUH XVHG VW \ HDU GHWLO/ Rl Z KLFK DUH VHW RXW LQ WH $ QQXDO 5 HSRUW IRU DQG DUH LQ

DFFRUGDQFH Z LW & DQDGLDQ JHQHUDAM DFFHS WG DFFRXQWQJ SULQFLS HV

& XUUHQR RI UHSRUWQJ

$ @I L) XUHV DUH LQ & DQDGLDQ GRGADUV H[ FHS WDV RW HUZ LVH VWWHG

% DVLV RI FRQVRQGDWRQ

7 KH FRQVRQGDWG | LQDQFLDOVWWP HQW LQFXGH WH DFFRXQW RI WH & RUSRUDWRQ DQG LW Z KR@ RZ QHG
VXEVLGLDUHV ' \ QH[ 6HP LFRQGXFWU/ P LWHG DQG ' \QH[ 6% 5/ LQ DFFRUGDQFH Z LW & DQDGLDQ JHQHUD®

DFFHS WG DFFRXQWQJ S ULQFLS HV

8 VH RI DFFRXQWQJ HWP DWWV

7 KH SUHSDUDWRQ RI ILQDQFLDO VWWP HQW LQ FRQIRUP W Z WK & DQDGLDQ JHQHUD®@ DFFHSWG DFFRXQWQJ
SUQFLS HV UHT XLUHV WKH & RUSRUDWRQ:V P DQDJHP HQW WR P DNH HVWP DWV WDW DIITHFW WH UHSRUWG
DP RXQW RI DVVHW DQG QDE LOWHV DQG GLVFRVXUH RI FRQWQJHQWDVVHW DQG QDE LQWHV DV DWWH GDW RI WH
I LQDQFLDOVWWP HQW DQG WKH UHSRUWG DP RXQW RI UHYHQXHV DQG H[ SHQVHV GXULQJ WH UHSRUWQJ SHULRGV

SUHVHQWHG $ FWDOUHVXOW FRXG GUIHUIURP WH HVYWP DWHYV P DGH E\ P DQDJHP HQW

& DVK DQG FDVK HT XLYDOGHQW

& DVK DQG FDVK HTXLYDAHQW LQFXGH LQYHVW HQW WK DWKDYH WHUP V Rl WUHH P RQWYV RU GHVV DWW H WP H RI
DFT X LVLIWR Q & DVK HT XLYDHQW FRQVLVWSULP DULQO RI WHUP GHSRVLW 7 KH FDUW LQJ DP RXQW RI FDVK DQG

FDVK HT XLYDMHQW DUH VWOWG DWFRVWS XV DFFUXHG LQWUHVW Z KLFK DSSUR[ LP DWHV W HLU IDLU P DUNHWYDXH

, QYHQVRULHV

5 DZ P DWULDO/ DQG Z RUN LQ SURFHVV DUH YDOXXHG DWWH (RZ HURI FRVWDQG UHS @WFHP HQWFRVW DQG |LQLVKHG
JRRGV DWWH RZ HU RI FRVWDQG QHWUHDQ] DEMH YDXH 5 DZ P DWULDO/ DUH YDOXHG DWVWQGDUG FRVW W DW
DFFXUDWQ UHI HFW WK HLU SXUFKDVH FRVW : RUN LQ SURFHVV DQG ILQLVKHG JRRGV DUH YDXHG DWW H VWQGDUG
FRVWRI GLUHFWP DWULDODQG MERXU SXV DARFDWG RYHUKHDGV ,QYHQWRU LV IX@ SURYLGHG IRU U UDZ
P DWHULDOY KDYH QRWP RYHG LQ VL[ P RQWYV DQG U Z RUN LQ SURJUHVV RUILQLVKHG JRRGV KDYH QRWP RYHG LQ

W UHH P RQWK YV
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6800%$5<2) 6,*1,),8%$17 $&&2817,1* 32/ ,&,(6 &RQWQXHG
& DSLVDODWHW

& DS IMDODVVHW DUH UHFRUGHG DWFRVW $ P RUW] DWRQ LV FDFX ®MWG XVLQJ WH VWDL KWQAQH P HWKRG RYHU WH
DQWFLS DWHG XVHIXOQYHV Rl WKH DVVHW DV IRGRZ V

( TXLSP HQW \ HDUV
" HHUUHG 5 HYHQXH

7 KHJDLQ RQ WKH VDH DQG HDVHEDFN RI WKH ®QG DQG EXLEGBLQJIV QRW LV EHLQJ DP RUW] HG RYHU WKH
\HDU P LQLP XP WUP RI WKH UHVXQNQJ HDVH

5 HYHQXH UHFRJQLWRQ

7 KH & RUSRUDWRQ UHFRJQL HVY SURGXFWUHYHQXHV URP VDMV WVR HQG FXVWRP HUV DQG WR LW GLVWLE XWR UV DW
WH WP H RI VKLSP HQW SURYLGHG WDW DG VLW QULFDQW FRQWDFWDO REQIDWRQV LOFXGLQJ FXVWP HU
DFFHSWQFH KDYH EHHQ VDWVILHG DQG FROHFWRQ LV UHDVRQDEQ DVVXUHG $ Q\ SRWHQWDO IRU Z DUUDQW

FMDLP VLV SURYLGHG IRUDWWH WP H RI VDOH EDVHG RQ Z DUUDQW WHUP V DQG SULRU FM@LP V H[ SHULHQFH
) RUHLIQ FXUUHQR WDQVMDWRQ

7 KH & RUSRUDWRQ FRQVLGHUV LW Z KR RZ QHG VXEVLGLDULHV ' \QH[ 6HP LFRQGXFWU/ LP IWHG DQG ' \ QHJ
6% 5/ W EH VHO VXVWLQLQJ VXEVLGLDUHHV DQG WKH DFFRXQW LQ IRUHWU Q FXUUHQF\ DUH WHIDQVM®MWG LQWR
& DQDGLDQ GRGODUV XVLQJ WH FXUUHQWUDW P HWRG RI IRUHL Q FXUUHQF\ WIDQV®DWRQ 8 QGHU WKLV P HKRG
DVVHW DQG QDE LQWHV DUH WWDQVM®WG DW WH H[ FKDQJH UDW LQ HIIHFWDV Rl WH ED®QFH VKHHW GDW DQG
LQFRP H DQG H[ SHQVH LWHP V DUH WWDQV®WG DWWKH DYHUDJH H[ FKDQJH UDWH IRU WK H SHULRG 1 HWXQUHDAQ] HG
H[ FKDQJH DGMVW HQW DULVIQJ RQ WH WDQV®WRQ RI IRUHL Q FXUUHQFLHV DUH LQFOXGHG LQ VKDUHKRGHUV-

HT XIW DV FXP X ®WYH WDQVMWRQ DGM VW HQW

Resear ch and devel opment costs

5 HVHDUFK FRVW DUH H[ SHQVHG DV LQFXUUHG ( [ SHQGLWUHV IRU UHVHDUFK DQG GHYH®RSP HQWH

HT XLSP HQWDUH FDS IMDQ] HG ' HYH®RSP HQWFRVW DUH H[ SHQVHG DV LQFXUUHG

,QFRP HWD[ HV

7 KH & RUSRUDWRQ DQG LW VXEVLGLDULHV DFFRXQWIRU LQFRP H W[ HV XVLQJ WH QDELAW P HWRG 8 QGHU WKLV
P HKRG FXUUHQWLQFRP H W[ HV DUH UHFRJ QL HG IRU HVWP DWG LQFRP H W[ HV SD\DEM™ IRU WH FXUUHQW\ HDU
) XWKUH LQFRP H W[ DVVHW DQG QDE LQWHV DUH UHFRJQL HG IRU WP SRUDUW GUIHUHQFHV EHW HHQ WH W[ DQG
DFFRXQWQJ EDVLY RI DVVHW DQG QDELOWHV DQG IRU WH EHQHILW RI W[ ®RVVHV DYDLWE®™ W EH FDUULHG
IRUZ DUG WR | XWKUH \ HDUV U WKHVH DUH P RUH QNHQO W DQ QRWWR EH UHDQ] HG



“<1(; 32: (5 ,1&
1 RWIV VR VKH & RQVRAGDWG ) LQDQFLDO6 WW P HQW 8 QDXGLWG

4 XDUWU ( QGHG - XQH VK

6800%$5<2) 6,1, ,&$17 $&&2817,1* 32/ ,&,(6 &RQWQXHG

6 WVRFN EDVHG FRP SHQVDWRQ

7 KH & RUSRUDWRQ IRARZ VWH & ,&$ + DQGERRN 6 HFWRQ "6WRFN %DVHG & RP SHQVDWRQ DQG 2 WHU
6 WFN %DVHG 3 D\ P HQWp Z KLFK HVWE QVKHV VWQGDUGYV IRU WH UHFRJQIWRQ P HDVXUHP HQWDQG GLVFRVXUH
RI VWFN EDVHG FRP SHQVDWRQ ( IIHFWYH -DQXDW W HVH UHFRP P HQGDWRQV UHT XLUH W DW WKH
& RUSRUDWRQ DFFRXQWIRU LW VWFN EDVHG FRP SHQVDWRQ IRU DZ DUGV DQG P RGULFDWRQ VXEVHT XHQWW
-DQXDW EDVHG RQ WKH IDW YDXH P HWKRG 7KH &,&% + DQGERRN 6HFWRQ UHT X LUHV WK DW
WKLV FKDQJH LQ DFFRXQWQJ SRQF\ EH LP SMHP HQWG UHWRDFWYHQ KRZ HYHUWH & RUSRUDWRQ GLG QRWKDYH
DQ\ VW QULFDQWVWFN EDVHG FRP SHQVDWRQ UHM®MWG W JUDQW WR HP S®\HHV DQG SUHYLRXVQ DFFRXQWG
IRU LW JUDQW WR QRQ HP S®\HHV XVLQJ WH IDW YDXH EDVHG P HWKRG $ VD UHVXOQV WKHUH Z DV QR LP SDFW
RQ WH ILQDQFLDOVWWP HQW RI SURUSHURGY $ Q\ FRQVLGHUDWRQ SDLG E\ HP SR\ HHV RQ WKH H[ HUFLVH RI
VW FN RSWRQV LV UHFRUGHG DV VKDUH FDS LMDO

6 DH Rl 6 HQVRW EXVLQHW

7 KH & RUSRUDWRQ VRG LW 6HQVRUV EXVLQHVV IRU FDVK RQ $ XJXVW QG & RQVHT XHQWD WK H QHW

HDUQLQJV RI WH 6HQVRUV EXVLQHVV IRU WKH SHURG W -XQH WK DUH UHS RUWHG VHS DUDWHQ DIWU WKH

UHVXOW RlI WKH FRQWQXLQJ RS HUDWRQV

,19(1725 ,(6

Jun 30th, 2004 Dec 31st, 2003
Raw materials $ 2,222,675 $ 2,172,189
Work in progress 6,099,565 4,654,172
Finished goods 1,172,400 1,061,805
$ 9,494,640 $ 7,888,166

,QYHQWR W LV VWDDWHG QHWRI D SURYLVLIRQ RI ' HF VW IRU
REVRMVFHQFH
&$ 3,79/ $66(76

Jun 30th, 2004 Dec 31st, 2003

Accumulated Net Book Net Book

Cost Amortization Value Value

Equipment $ 2,264,116 $ 1,44790: $ 816,212 $ 840,231

$ 2,264,116 $ 1,447,900 $ 816,212 $ 840,231
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"8( 72 ' ,5(&725

7 KH & RUSRUDWRQ KDV W R RDQV SD\DEMH W D GLWUHFWU RI WKH & RUSRUDWRQ WRW@QJ ' HF vw
2 Z KLFK EHDU LQWUHVWDW SHU DQQXP FRP SRXQGHG P RQWAQ DQG DUH UHSD\ DEM™ LQ

HFHP EHU
7 KH & RUSRUDWRQ KDV D WKLWWG (RDQ SD\DEM W D GLUHFWU RI WH & RUSRUDWRQ RI ' HF vw
QLO Z KLFK EHDUV LQWHUHVWDW SHU DQQXP FRP SRXQGHG P RQWQ DQG LV UHSD\ DEM LQ WK UHH

HT XDOLQVW@® HQW LQ ) HEUXDU 0 DUFK DQG $ SULO

6+257 7(50 ' (%7

7 KH & RUSRUDWRQ KDV D VKRUWWHUP GHE WRI ' HF VW VHFXUHG E\ D I LUVW
FKDUIJH RQ D@MMFDS IMDODVVHW LQYHQW U FDVK DQG FDVK HT XLYDMHQW DQG DFFRXQW UHFHLYDEM 7 KH RDQ LV

UHS D\ DEM RQ GHP DQG

/21* 7(50 ' (%7

Jun 30th, 2004 Dec 31st, 2003

Loan payable in monthly instalments of $1,470 to
September, 2005 bearing interest at 13.7% and secured 22,050 30,870
under a general security agreement.

22,050 30,870
Current portion 17,640 17,640
$ 4,410 $ 13,230
3 ULQFLSDOSD\ P HQW
3 UQFLSDOSD\ P HQW UHT XLUHG LQ HDFK RI WKH QH[ WW. R |ILVFDO\ HDUV DUH
2004 8,820
2005 13,230
$ 22,050
T()(55( 5(9(18(
2 Q 0 DUFK WK WH & RUSRUDWRQ:V VXEVLGLDUl HQWUHG LQWR D VDMH DQG HDVHEDFN RI LW / LQFR® ( QJ®DQG

®QG DQG EXLGEBLQJV 7 KH JDLQ UHDQ] HG RQ WKH VDO KDV EHHQ GHIHUUHG $ P RUW] DWRQ RI WKLV JDLQ DP RXQWQJ W
LV LQFXGHG LQ RWKHU LQFRP H IRUWH TXDUWU HQGHG -XQH WK SXQH WK
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6+$5( &$3,78/

$ XVKRUL] HG
$ Q XQQP LWHG QXP EHURI FRP P RQ VKDUHV
$ Q XQQP LWHG QXP EHURI SUHIHUUHG VK DUHV LVVX DE G4 LQ VHULHV

, WXHG

7 KH & RUSRUDWRQ -V LVWWXHG DQG RXWWQGLQJ VKDUH FDS LMDOLV DV IRGRZ V

Jun 30th, 2004 Dec 31st, 2003
Common shares - amount $ 9,974,816 $ 9,950,035
- number 20,733,729 20,708,729

7 KH & RUSRUDWRQ KDV QR LVWXHG DQG RXWWQGLQJ S UHIHUUHG VK DUHV

& RP P RQ VKDUH WDQVDFWRQV

XULQJ WKH TXDUWU RSWRQV Z HUH H[ HUFLVHG

$ VD UHVXONVRI DFFRXQWQJ IRUVWFN EDVHG FRP SHQVDWRQ UH®DWG W RSWRQV JUDQWG WR HP S R\ HHV
XVIQJ WH IDW YDXH EDVHG P HKRG WH & RUSRUDWRQ UHFRUGHG RI VWRFN EDVHG FRP SHQVDWRQ WR

JHQHUDODQG DGP LQLVWDWYH H[ SHQVH LQ WK H TXDUWHU HQGHG -XQH WK -XQ WK QLo

6 VRFN RSWRQ SMQ

$ WRWO RI ' HF VW Rl WKH FRP P RQ VKDUHV RI WH & RUSRUDWRQ
RXWWQGLQJ IURP WP H W WP H DUH UHVHUYHG IRU WH LVWXDQFH RI VWFN RSWRQV SXUVXDQW W WH
& RUSRUDWRQ-V VWRFN RSWRQ S®Q * HQHUD® RSWRQV JUDQWG XQGHU WH S®Q YHVWHYHQQ RYHU D W UHH
\ HDU SHUIRG FRP P HQFLQJ RQH \ HDU IURP WH GDW RI JUDQWDQG H[ SLUH ILYH \ HDUV IURP WH GDW RI WH
JUDQW 2 SWRQV DUH QRWDVVLIQDEM 7 KH P RYHP HQW LQ VWRFN RSWRQV DUH VXP P DUL] HG EH®RZ

Number of Weighted Average
Options Exercise Price

Outstanding at December 31st, 2002 1,641,000 $ 1.02
Granted 160,000 $ 0.34
Exercised (50,000) $ 020
Cancelled (47,500) $ 178
Outstanding at December 31st, 2003 1,703,500 $ 0.93
Granted - $ -

Exercised (25,000) $ 0.30
Cancelled (203,000) $ 0.30
Outstanding at June 30th, 2004 1,475,500 $ 1.03

7 KH Z HW KWG DYHUDJH UHP DLQLQJ QlH RI WKH RXWWQGLQJ RSWRQV LV \ HDUV DQG P RQWK $ W-XQH

WK WK HUH DUH RSWRQV H[ HUFLWDEM Z IW\K D Z HWKWG DYHUDJH H[ HUFLVH SULFH RI

DQG D Z HW KWG DYHUDJH UHP DLQLQJ QIH RI \ HDU DQG P RQWYV
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6+3%$5( &$3,78/ & RQWQXHG

6 VRFN RSWRQ SMQ & RQWQXHG

$ W-XQH WK VWVKHIRGRZ LQJ VWFN RSWRQV DUH RXWWQGLQJ
Number of Exercise Grant
Options Date
Officers 130,000 $ 0.60 January 19, 2000
81,000 $ 2.00 January 1, 2001
150,000 $ 0.23 April 28, 2003
Directors who
are not officers 75,000 $ 1.59 June 6, 2001
400,000 $ 0.50 January 1, 2002
All other employees 250,000 $ 0.60 January 19, 2000
389,500 $ 2.00 January 1, 2001
Total outstanding 1,475,500 $ 1.03

Expiry
Date

January 19, 2005
January 1, 2006
April 28, 2008

June 6, 2006
January 1, 2007

January 19, 2005
January 1, 2006
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,1&20 ( 7%, (6

7 KHIRARZ LQJ DUH FRP SRQHQW RI WHILQFRP H W[ H[ SHQVH UHFRYHU IRUWH SHURGV

3 months 3 months YTD YTD

Jun 30th Jun 30th Jun 30th Jun 30th

2004 2003 2004 2003
Current $ - $ - % - $ 3,535
Future - (420,190) - (420,190)
$ - $ (420,190) $ - $ (416,655)

7 KH SURYLVIRQ IRU LQFRP H W[ HV UHSRUWG GUIHUV |IURP WH DP RXQW FRP SXWG E\ DSSQLQJ WH
& DQDGLDQ VWWWR U\ UDWH WR HDUQLQJV EHIRUH LQFRP H W[ HV IRUWH IRGRZ LQJ UHDVRQV

3 months 3 months YTD YTD
Jun 30th Jun 30th Jun 30th Jun 30th
2004 2003 2004 2003
(Loss) before income taxes $(1,923,896) $(1,761,691) $(2,500,141) $(4,512,779)
Expected tax (recovery) (704,145) (644,779) (915,052) (1,651,677)
Increase (decrease) resulting
from:
Unrecorded benefit of tax loss 704,145 224,589 915,052 1,231,487
Foreign tax differential 3,535
Reported income tax expense $ - $(420,190) $ - $ (416,655)

(recovery)
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7 KH & DQDGLDQ VMWDWKVWRU\ WD|[ UDVWH RI -XQ VK LV FRP SULVHG RI ) HGHUDOLQFRP H
W[ DWDSSUR[LP DWHQ -XQ VK 2 DQG 3 URYLQFLDO LQFRP H W[ DW DSSUR[ LP DWHQ
-XQ WK 2 7 KH 8 QWG . LQJGRP VWWKWU UDWH LV -XQ VK 2
$ V DW-XQH VK WKH & RUSRUDWRQ KDV XQGHGXFWHG UHVHDUFK DQG GHYH®RSP HQWH[ SHQGLWUHV RI
DSSUR[ LP DWiQ Z KLFK DUH DYDLDDEMH Z IMKRXWH[ SLUL WR UHGXFH IXWKUH \ HDUV- & DQDGLDQ ) HGHUDO

DQG 3 URYLQFLDOW[ DEM LQFRP H

$ V DW-XQH WK WH & RUSRUDWRQ DO/R KDV & DQDGLDQ W[ (RVV FDUU IRUZ DUGV DYDL®DE ™ WR UHGXFH
I XWKUH \ HDUV: LQFRP H IRUW][ SXUSRVHV 7 KHVH RVV FDUU\ IRUZ DUGV H[ SLUH DV IRGRZ V

< HDURI H[ S LW 3 URYLOFLDO HGHUDO

2004 $ 160,000 $ 160,000

2005 2,000 2,000
2006 521,000 521,000
2007 424,000 424,000
2008 427,000 427,000
2010 1,074,000 1,074,000
$ V DW-XQH VK WH & RUSRUDWRQ KDV 8 QLWHG . LQIGRP W[ RVV FDUUW\ [RUZ DUG RI

DYDL@WE H WR UHGXFH IXWKUH \ HDUV: LQFRP H IRU W[ SXUSRVHV 7 KHVH W[ RVV FDUUW IRUZ DUGV KDYH QR
H[ SLW GDW

7 KH SRWHQWDO I XWUH LQFRP H W[ EHQHILW UH®WG W WH DERYH IWHP V KDYH QRWEHHQ UHFRUGHG LQ WH

| LQDQFLDOVWWHP HQ W

1(7($51,1*6)520 ' 6&217,18(' 23(5%$7,216

7 KHIRGRZ LQJ DUH WKH UHYHQXH JURVV P DUJLQ DQG QHWHDUQLQJV ILIXUHV IRUWH GLVFRQWQXHG RS HUDWQV

3 months 3 months YTD YTD

Jun 30th Jun 30th Jun 30th Jun 30th

2004 2003 2004 2003

Revenue $ - % 1,998525 % - $ 3,367,188
Gross Margin - 1,123,866 - 1,293,976

Net Earnings before and after tax $ - $ 1,050,891 $ - $ 1,126,228
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/266 3(5 6+$5(

$ W-XQH WK WH QXP EHU RI VKDUHV WKDW FRXG SRWQWD® GLXW EDVLF HDUQLQJV SHU VKDUH LQ

IXWKUH EXWZ KLFK Z HUH QRWILQFOXGHG LQ WKH FRP SXWWRQ RI WKH GLXXWHG RVV SHU VKDUH EHFDXVH WVR GR VR

Z RXQ KDYH EHHQ DQW GLXWYH Z DV -XQH WK

&2 00,70 (176

0 QP XP RSHUDWQJ HDVH FRP P W HQW RYHUWH QH[ WW UHH \ HDUV DUH DV IRGRZ V

2004 $ 553,690
2005 779,343
2006 669,747
$ 2,002,780
&+%$1* (6 ,1 121 &%6+ 23(5%$7,1* : 25. ,1* &%$3,7%$/ ,7( 06
3 months 3 months YTD YTD
Jun 30th Jun 30th Jun 30th Jun 30th
2004 2003 2004 2003
Accounts receivable $ 122,777 $ (515,687) $ 1,336,326 $ 1,640,505
Inventories (594,373) (1,080,479) (1,159,303) (1,488,333)
Prepaid expenses and deposits 14,350 121,778 (50,001) (179,146)
Accounts payable and accrued 864,026 (651,900) 2,294,076 (952,618)
liabilities
Future income taxes - (420,190) - (420,190)

$2,406,780  $ (2,546,478) $ 2,421,098 $ (1,399,782)
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1 RWIV VR VKH & RQVRAGDWG ) LQDQFLDO6 WW P HQW 8 QDXGLWG

4 XDUWU ( QGHG - XQH VK

(&2120 ,& 6,1, ,&%18&(

) RU WKH TXDUWU HQGHG -XQH WK WH & RUSRUDWRQ KDG RQH FXVWP HU WDW DFFRXQWG IRU
DSSUR[ LP DWHQ R1 UHYHQXH DQG RQH FXVWP HU WKDWDFFRXQWG IRU DSSUR[ LP DWHQ RI1 UHYHQXH
-XQ WK 2 RQH FXVWP HUDFFRXQWQJ IRUDSSUR[ LP DWHQ RI1 UHYHQXH

),1$1&,$/ ,167580 (176

7 KHUH LV I LQDQFLDOULVYN WVR WKH & RUSRUDWRQ -V HDUQLQJV W DWDULVHV URP | XFWDWRQV LQ IRUHLI Q H[ FKDQJH
UDWHV DQG WH GHJUHH Rl YRM®OWAW Rl WHVH UDWVHV 7 KH & RUSRUDWRQ KDV QRWXVHG GHULYDWYH LQVWXP HQW
W KHGJH LW H[ SRVXUH WR IRUHLI Q FXUUHQF\ ULVN 7 KH H[ SRVXUH W |IRUHL Q FXUUHQF\ ULVN LV SULP DULQ
QP LWHG WR WK DWRI WH 8 QLWG 6 WWWHV ' RODU WHB8 QWG . LQIJIGRP 3 RXQG DQG WKH ( XUR

,Q DGGIMRQ WKH & RUSRUDWRQ LV Hf SRVHG WVR FUHGLWULVN TURP FXVWP HUV 7 KH & RUSRUDWRQ -V EXVLQHVV LV
P RVWO Z LIWK @MUIH FRUSRUDWRQV DQG JRYHUQP HQW 7 KH & RUSRUDWRQ KDV FUHGLWHYDXDWRQ DSSURYDO

DQG P RQMRULQJ SURFHVVHV LQWHQGHG W P LWJDW SRWQWDOFUHGLWULVN

7 KH FDUUW LQJ DP RXQW IRU FDVK DQG FDVK HTXLYDHQW DFFRXQW UHFHLYDEM DP RXQW GXH IURP
GLUHFWR UV DFFRXQW SD\DEM DQG VKRUWWUP GHEWDSSUR[ LP DWH IDLWU P DUNHWYDXH EHFDXVH RI WH VKRUW

P DWK UMW RI WKHVH LQVWXP HQW

7 KH IDWU YDOXH RI RQJ WHUP GHEW LV GHWUP LQHG E\ GLVFRXQWQJ IXWUH FDVK IQRZ V XVLQJ UDWHV WK DW
UHI HFWWK RVH WK DWWKH & RUSRUDWRQ FRXG FXUUHQWY REWLQ RQ WH P DUNHW IRU RDQV Z LW VLP LDOU WHUP V
FRQGMRQV DQG P DWKUMHY 7 KH FDUW LQJ YDXH DP RXQWRI| D®ILQDQFLDOLQVWXP HQW Z DV VLP LU W IDLU
YDXHV

%86,1 (66 6(*0 (17 ,1)250%7,21

% XVLQHW DUHD

7 KH EXVLQHVV RS HUDWHV LQ WK UHH GLVWQFWFXVWP HU DUHDV SRZ HU GHYLFHV WH GHVL Q DQG P DQXIDFWUH
Rl SRZ HU VHP LFRQGXFWUV SRZ HUDVVHP EQHV WH GHVLIQ DQG DVVHP EQ RI SRZ HU GHYLFHV LQW VWFNV
DQG LQWJUDWG FLUFXLW 7 KH FXVWP HUV VHUYLFHG E\ WHVH EXVLQHVV DUHDV UHT XLUH GUIHUHQWP DUNHWQJ
VWDWHI LHV EXWWH SURGXFWP DQXIDFWULQJ LV VXSSRUWG E\ FRP P RQ LQIUDVWXFW UH DWWKH & RUSRUDWRQ -V
/ IQFR@®@ 8 . | DF LOW $ V DW-XQH WK WH & RUSRUDWRQ GRHV QRW VHJUHJDW DVVHW RU RWHU
ED®QFH VKHHWDFFRXQW E\ EXVLQHVV DUHD QRU GRHV WKH & RUSRUDWRQ P HDVXUH RSHUDWQJ SURILW E\ WHVH

DUHDV 7 KH & RUSRUDWRQ HYDXDWV SHU RUP DQFH DQG DARFDWHV UHVR XUFHV EDVHG RQ UHYHQXH E\ EXVLQHVV
DUHD
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4 XDUWU ( QGHG - XQH VK

%86,1 (66 6(*0 (17 ,1)250%$7,21 &RQWQXHG

* HRJUDSKLF DUHD

7 KH GHVYWQDWRQ RI VDOH WH RFDWRQ RI WKH FXVWP HU RI UHYHQXHV DQG WH (RFDWRQ RI WQJLEM DVVHW

GHWUP LQH WKH JHRJUDSKLF DUHDV

3 months 3 months YTD YTD
Jun 30th Jun 30th Jun 30th Jun 30th
2004 2003 2004 2003
Revenue:
Business segment
Power units $4,600,049  $3,642,878 $9,455,183 % 6,644,035
Power assemblies 560,014 1,484,068 1,563,073 2,031,206
Integrated Circuits 202,974 134,915 1,058,950 934,953
$5,363,037  $5,261,861 $12,077,206 $ 9,610,194
Geographic area
Europe $3,320,711  $ 3,354,943 $7,471,198 $ 6,391,441
North America 1,109,803 1,242,099 2,738,711 2,003,924
Far East and other 932,523 664,819 1,867,297 1,214,829
$5,363,037  $5,261,861 $12,077,206 $ 9,610,194
& DSLVDODWHW
Jun 30th, 2004 Dec 31st, 2003
Geographic area
Europe $ 815,259 $ 839,278
North America 953 953
$ 816,212 $ 840,231

&217,1*% (1&,(6

$ Q DFWRQ DJDIQVWWH & RUSRUDWRQ KDV EHHQ FRP P HQFHG LQ WH ,WaDQ FRXUW E\ D IRUP HU VXSSQHU
IRUS8 6 S XV LQWUHVW FM®MLP LQJ EUHDFK RI FRQWIDFW 7 KH & RUSRUDWRQ EHQHYHV WKDWLWP D\ KDYH
W P DNH D SD\P HQWLQ RUGHU WVR VHWAMH WKLV FDLP DQG KDV DFFUXHG WKH HVWP DWG DP RXQWRI WLV QDE LQW

KRZ HYHU WH XOMP DWH QDELOW P D\ H[ FHHG WH DP RXQWDFFUXHG

$ Q DFWRQ DJDLQVWWH & RUSRUDWRQ Z DV FRP P HQFHG E\ D IRUP HU FRQVXOWMQWRI WH & RUSRUDWRQ LQ WKH
2 QWULR 6XSHURU & RXUWRI -XVWFH RQ ) HEUXDUW WK IRU SD\P HQWRI LQ UHVSHFW RI
FDOLP HG RXWWQGLQJ SD\P HQW 7 KH & RUSRUDWRQ KDV GHIHQGHG WLV DFWRQ DQG EHQHYHV WHUH LV D
UHDVRQDE M SURVSHFWRI D VHWMHP HQWRI WKLV P DWHU WKDWZ LGOOQRWKDYH D P DWHULDODGYHUVH HITHFWRQ WH
RS HUDWQJ UHVXOW DQG ILQDQFLDO FRQGMMRQ RI WH & RUSRUDWRQ + RZ HYHU WH RXWRP H LV QRW

GHWUP LQDE 0H DWW LV WP H
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3(16,21 3/%$1

7 KH & RUSRUDWR Q LQFXUUHG H[ SHQVHV RI -XQ VK Z MK UHVS HFWWR D GHILQHG
FRQWILEXWRQ SHQVIRQ SMQ LQ SMFH DW' \QH[ 6HP LFRQGXFWU / P IMHG 7 KH & RUSRUDWRQ LQVWJDWHG D
VI P RQW VXVSHQVIRQ RI FRQWLEXWRQV LQW WL/ S®Q FRP P HQFLQJ 1 RYHP EHU 7 KH
& RUSRUDWR Q-V VWWG LQWHQWRQ LV WR UHLP EXUVH WH FRQWILE XWRQ VKRUWDGDIWU WH VL[ P RQW SHULRG
EDVHG RQ LW ILQDQFLDOSRVIWRQ $ W-XQH VK * HF vw LV LQFX GHG

LQ DFFUXHG QDE LOWHV

5(/%$7('" 3$57< 75%$16%$&7,216
7 KH & RUSRUDWRQ LQFXUUHG H[ SHQVHV RI -XQH WK Z WK UHVS HFW WR | HHV
SD\DEMH WR GLUHFWR WV $ V DW -XQH WK LV SD\DEM W GLUHFWUW ' HF VW

7 KH GLUHFWR UV | HHV DUH UHFRUGHG DWW H QHJRWDWG DP RXQW

7 KH & RUSRUDWRQ KDV WKUHH (RDQV IURP D GLUHFWU ' HWLO RI WKHVH (RDQV DUH VHWRXWLQ 1 RWH
2 Q 0 DUFK VW WH & RUSRUDWRQ VHWMHG D (HIJDOGLVS XWH LQ Z KLFK D GLWUHFWRURI WH & RUSRUDWRQ LV
GXH W FRQWILE X W 7 KDWDP RXQWZ DV RXWWQGLQJ DW-XQH WK EXWZ DV UHSDLG SURRU W

WK HVH DFFRXQW EHLQJ DSSURYHG E\ WH %RDUG

68%6(48(17 (9(176

6 XEVHT XHQWWR WKH FRP SAHWRQ RI WKH VHFRQG TXDUWU EXWSURUW WH UHAHDVH RI WKH VHFRQG
T XDUWU UHVXOW VWKH & RP SDQ\ FRP SOHWG WH VDM RI XQLW DWD S ULFH RI S HU
XQWIRUJURVV SURFHHGV R RQ -XQ WK 7 KH DIJHQWVH@MQJ WH XQLW DO/R

DJUHHG WR H[ HUFLVH LW RSWRQ RYHU WH QH[ W GD\' VW DUUDQJH IRUWH VXEVFULSWRQ RI XS W DQ

DG GLWR QDO X QLW DWDQ LVVXH SULFH R SHUXQLW ( DFK XQLWFRQVLVW RI RQH
FRP P RQ VKDUH RI ' \ QH[ DQG RQH KDQ RI RQH FRP P RQ VKDUH SXUFKDVH Z DUUDQW ( DFK Z KR
Z DUUDQWHQWWHYV VK H KRG HU W SXUFKDVH RQH FRP P RQ VKDUH Rl ' \ QH[ DWD SULFH RI S HU

VKDUH IRUD SHURG RI P RQWV IURP LVVXDQFH
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