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GLOSSARY

THE FOLLOW NG ARE CERTAI' N DEFI NI TI ONS OF TERMS USED HEREI N:

n CFAII

" Conposi tes”

"Fi ber gl ass”

"Fi | anent
wi ndi ng"

"HAP" or
" HAPs"

" Maj or
Transacti on"”

Means the Conposite Fabricators Association, the
world's Jlargest trade association serving the
reinforced plastics or "conposites" industry.

Means a rmanufacturing or building mterial

conpri sed of rei nforced fibre, usual |y
fibreglass, in a polymer matrix. The polyner
matrix is typically a thernoset resin such as
pol yest er : vi nyl ester or epoxy  or a

thernoplastic. Fillers and additives are often
added to the matrix for specific applications.

Means various forns (rovings, mats, veils) of
chemcally treated glass reinforcenents used in
conposi tes.

Means a conposite manufacturing process in which
glass roving reinforcenents are wound in precise
and repeated patterns. It is the preval ent nethod
for making "hollow' parts, such as cheni cal
resi st ant pi pi ng, scuba t anks, and I'ight
st andar ds.

Means Hazardous Air Pollutants as defined by EPA
regul ati on.

Means a transaction whereby a junior capital pool
conpany, listed on the ASE:

(i) issues securities representing nore than 25

per cent of its securities i ssued and
out st andi ng I medi ately prior to t he
i ssuance, in consi deration for t he

acqui sition of significant assets,
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"Open noul di ng
process”

"Pol yester"”

" Pol yur et hane"

"Pul trusi on"

"Resi n"

(ii) enters into an arrangenent, amalgamation,
nmerger or reorganization wi th another issuer
with significant assets, whereby the ratio
of securities which are distributed to the
two sets of security holders results in the

security holders of the other i ssuer
acquiring control of the resulting entity,
or

(iii1) otherw se acquires significant assets.

Means a general term for a resin noul ding process
that does not wutilize pressure in the formng
process, and is often referred to as a "hand |ay
up" or lamnation process as l|layers of resin and
reinforcements are repeatedly applied to a die
during the formati on process.

Means a cl ass of thernpset resins which conbi nes
al kyd resins with a nononer, such as styrene.

Pol yester resins are widely used by the conposite
i ndustry due to their | ow cost, but do not
deliver high end properties or performance.

Means a cl ass of t hernosetting resins created
by reacting disocyanurates with polyols,

pol yam des, al kyd pol yners or pol yet her pol yners.
Pol yur et hanes are best known in the form of sound
and heat insulating foans, but can al so produce
solid matrices, as in conposite resins.

Means a continuous filanment-reinforced plastic
(FRP) manufacturing process used to produce

hi ghly reinforced plastic structural shapes. The
reinforced material (glass fiber) is pulled

t hrough a guide plate that positions the materi al
correctly in the final product. Once aligned,
the materials are passed through a resin

i npregnati on chanber, which contains the resin
solution. The curing of the product (changing
froma wet saturated reinforcenent to a solid
part).

Means a reactive blend of chem cals (epoxy,
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pol yester, urethane, acrylic) that binds to the
reinforcing glass "fiberglass" and gives the
finished conposite part of its dimensional shape
and nmechani cal properties.

"Rel ated Party"
or "Rel ated
Parties"” Means, with respect to any person or conpany, a
pronoter, officer, director of other insider of
t hat person or conpany and associ ates or
affiliates of those persons or conpanies.

"Ther no-

pl asti cs" Means general "househol d" plastics such as
pol yet hyl ene and acrylic that nay be heated and
formed into an object and, unlike thernoset
resins, can be reheated and returned to a liquid
state. As a result thernoplastics do not share
t he high performance characteristics of thernoset
resins.

"Uni - Seal USA" Means Uni - Seal USA, Ltd., a corporation
i ncor porated under the |aws of the State of
Wsconsin, U S., 100% of whose voting securities
are owned by the Corporation.

" Ur et hane" Means any one of a nyriad of conponents known for

their abrasion and i npact resistance (see
"pol yur et hane" above).

"Ver si on" Means the trade nane of the resin systens RSI has
devel oped.
" voc! Means Vol atil e Organi ¢ Conpounds, being chem ca

subst ances thought to be carcinogenic. And
i ncludes styrene. Traditional polyester resins
contain 25%to 50% styrene which is an HAP

SPECI AL NOTE REGARDI NG FORWARD LOOKI NG STATEMENTS

Except for statenments of historical fact, certain information
contai ned herein constitutes "forward-1|ooking statenments,"”
including without limtation statenments containing the words
"bel i eves", "anticipates", "intends", "expects" and words of
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simlar inport, as well as all projections of future results.
Such forward-1| ooking statenents involve known and unknown ri sks,
uncertainties and other factors which may cause our actua
results or achievenents to be materially different from any
future results or achievenents expressed or inplied by such
forward | ooking statenents. Such factors include, but are not
limted to the follow ng: our |ack of revenues and
unpredictability of future revenues; our future capital

requi rements; conpetition fromestablished conpetitors wth
greater resources; the uncertainty of devel oping a market; our
reliance on third parties to supply raw materials; the risks
associated wth rapidly changi ng technol ogy; intellectual
property risks; and the other risks and uncertainties as are
nore fully described in "Item3 - Key Information -Risk
Factors". Any forward-| ooki ng statenment speaks only as of the
date of this Annual Report on Form 20-F, and, except as provided
by | aw, undertake no obligation to update any forward-| ooki ng
statenents to reflect events or circunstances after the date on
whi ch such statenent is nmade or to reflect the occurrence of an
unanti ci pated event.
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| TEM 1 | DENTI TY OF DI RECTORS, SEN OR MANAGEMENT AND ADVI SORS
Not applicabl e.

| TEM 2 OFFER STATI STI CS AND EXPECTED TI METABLE
Not applicabl e.

| TEM 3 KEY | NFORMATI ON
A. SELECTED FI NANCI AL | NFORMATI ON

The foll ow ng sel ected consolidated financial data prepared in
accordance wth Canadi an generally accepted accounti ng
principles [Cdn GAAP], for the years ended August 31, 2002,
2001, 2000, 1999 and 1998 are derived fromthe Audited
Consol i dated Fi nancial Statenments for those periods indicated
and shoul d be read in conjunction with those financi al
statements.

In connection with our reverse acquisition of Sunmerwood

I ndustries Inc. in 1998, the Alberta Securities Comm ssion did
not require the presentation of predecessor financial data.

Al t hough we have provided the required financial information for
the previous year ended August 1998, this information has not
been reconciled to US GAAP, as such reconciliation could not now
be provided w thout unreasonable effort and expense.

Fi scal years ended August 31 (audited)

2002 2001 2000 1999 1998

According to Cdn GAAP

Revenue $343, 257 $269, 235 $665, 573 $1,163, 797  $943,014
Cost of sales 216, 782 145, 679 514, 768 740, 909 589, 871
Net Revenue 126, 475 123, 556 150, 805 422, 888 353, 143
I ncome (1oss) from

conti nui ng operations

bef ore extraordi nary

and unusual itens (1, 705, 947) (1,787,765) (1,323, 046) (2,216, 465) (672,397)
Incone (loss) from

continui ng operations

per share before

extraordi nary item (0.09) (0.11) (0.10) (0.19) (0.07)
Net incone (I oss) (1,717, 968) (2,605,949) (2,671, 660) (2,216,465) (672,397)

Net i ncome (I o0ss)
per share (0.09) (0.17) (0.21) (0.19) (0.07)
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Fi scal years ended August 31 (audited)

2002 2001 2000 1999 1998

According to Cdn GAAP
Total Assets $1,321,921  $1,022,145 $1,957,178  $4, 163, 129 $3, 867, 414
Net assets 1, 100, 148 515, 787 1, 471, 980 3, 756, 007 1, 808, 675
Capi tal stock 11, 384, 507 9,082,178 7,432,422 7,044, 789 4,398, 375
Wei ght ed aver age
nunber of shares

(adjusted to reflect

changes in capital) 19,369,745 15,789,640 12,806,962 11,550, 326 9, 110, 365

Di vi dends

Not es:

1. Loss per common share has been cal cul ated based on the

2.

wei ght ed average nunber of shares outstanding during the
period. Fully diluted | oss per comon share has not been
presented since the exercise of stock options and warrants
woul d be anti-dilutive for all periods.

I n January 2001, The Canadi an Institute of Chartered
Accountants issued new requi renents under Handbook Section
3500, Earnings Per Share. The standard required a change
fromthe inputed interest nethod of presenting earnings
per share to the treasury stock nethod of presentation for
ear ni ngs per share. Under the treasury stock nethod, the
objective is to provide a neasure of the interests of each
common share in the perfornmance of an enterprise for the
reporting period. W have adopted Section 3500 and
applied it on a retroactive basis. Under the new
standard, the 9,699,560 common shares held in escrow are
not consi dered outstanding and are only included in the
cal cul ati on of basic earnings per share when all the
necessary conditions for their issuance have been
satisfied.



The application of U S. GAAP woul d have the follow ng effect on

our net |oss reported under

provi ded wi t hout unreasonable effort and expense.

According to U S. GAAP
Revenue

Cost of sales

Net Revenue

Net income (loss)®

Net incone (Il oss)
per share ®

According to U S. GAAP
Total Assets

Net assets

Capital stock

Wei ght ed aver age
Nurmber of shares
(adjusted to reflect

changes in capital)

D vi dends

Not es:

(3) The application of U S. GAAP reported above is the

Canadi an GAAP except for year ended
August 31, 1998 as such reconciliation could not now be

1999

$1, 163, 797

740, 909

422, 888

(6, 002, 324)

(0. 52)

(audi t ed)

1999

$2, 397, 679
1,990,190

12, 657, 319

Fi scal years ended August 31 (audited)
2002 2001 2000
$343, 257 $269, 235 $665, 573
216, 782 145, 679 514, 768
126, 475 123, 556 150, 805
(1,780,707) (1,944,278) (1,749, 735)
(0.09) (0.12) (0.14)
Fi scal years ended August 31
2002 2001 2000
$ 1,449,627  $1, 035, 675 $1, 282, 266
1, 043, 979 529, 317 797, 068
17,185,828 14, 890, 459 13,213,932
19, 369, 745 15, 789, 640 12, 806, 962

11, 550, 326

conbination of the followng itens for the foll ow ng years:



Net | oss per Cdn GAAP

I ntangi bl e assets, net of
rel ated anortization

Stock granted to enpl oyee

Stock options granted to
enmpl oyees and directors

Stock options granted to
consultants

Net loss per U S. GAAP

Total assets Cdn GAAP
Less intangi bl e assets
Def erred conpensati on
Total assets U S. GAAP
Net assets Cdn GAAP

Less Intangi ble assets
Current liabilities

Add Def erred conpensation

Net assets U. S. GAAP

Fi scal
2002

$(1, 717, 968)

13, 241

(5, 833)

(70, 147)

(1, 780, 707)

$ 1,321,921
127, 706

1, 449, 627

$1, 100, 148
(183, 875)
127, 706

$ 1,043,979

Currency and Exchange Rates

Fi nanci al
dol | ars,
to Canadi an dol | ars.

information in this report
unl ess ot herwi se noted. References to "Cdn$" or
Si nce June 1,

4

years ended August 31 (audited)

2001

$(2, 605, 949)

689, 561

(15, 412)

(12, 478)

(1,944, 278)

$1, 022, 145
(13, 241)
26, 771

1,035, 675

$515, 787

(13, 241)

26,771

$529, 317

1970,

2000 1999

$(2, 671, 660) $(2, 216, 465)

1, 062, 648 209, 440
(78, 000) (26, 000)
(25,288) (3,075, 000)
(37, 435) (894, 299)

(1,749, 735) (6,002, 324)
$1, 957,178 $4, 163, 129
(702, 802) (1,765, 450)
27, 890 .-
1,282,266 2,397,679
$1,471,980 $3, 756, 007
(702, 802) (1,765, 450)
27, 890 (367)
$797,068 $1, 990, 190

is expressed in Canadi an

1] $|| ar e

t he Canadi an gover nnent



has permtted a floating exchange rate to determ ne the val ue of
t he Canadi an dollar as conpared to the U S. dollar. The
followng tabl e sets forth, for the period indicated, the high
and | ow exchange rates, the average of the nonth-end exchange
rates for each of the last six nonths, and for the last five
fiscal year ends. Average rates for each period were cal cul at ed
by using the average of the exchange rates on the |ast day of
each nonth during the period. These rates are based on the
exchange rate of the Canadi an dollar in exchange for the United
States dollars, based upon the inverse of exchange rates
reported by the Federal Reserve Bank of New York at the noon
buying rates in New York City for cable transfers payable in the
Canadi an dollars as certified for custom purposes.

Aver age Rate Hi gh Low Period End

Year Ended:

August 31, 1998 1. 4990 1.5963 1.5523 1.5745
August 31, 1999 1.5054 1.5432 1. 4440 1. 4965
August 31, 2000 1. 4697 1.4977 1. 4440 1. 4805
August 31, 2001 1.5381 1.5784 1.4995 1.5478
August 31, 2002 1.5721 1.6128 1.5108 1.5585
Mont h Ended:

February 28, 2002 1. 6049 1.5961 1.6112 1.5885
March 31, 2002 1.5871 1.5958 1.5767 1.5958
April 30, 2002 1.5815 1.5995 1.5632 1.5681
May 31, 2002 1.5502 1.5708 1.5275 1.5275
June 30, 2002 1.5318 1. 5499 1.5108 1.5190
July 31, 2002 1. 5456 1.5880 1.5145 1.5845
August 31, 2002 1.5694 1.5963 1.5523 1.5585
Sept enber 30, 2002 1.5863 1.5761 1.5863 1.5545
Cctober 31, 2002 1.5610 1.5780 1.5943 1. 5607
November 30, 2002 1.5658 1.5715 1.5903 1.5528
December 31, 2002 1. 5800 1.5592 1. 5800 1.5478
January 31, 2003 1.5286 1.5415 1.5750 1.5220

B. CAPI TALI ZATI ON AND | NDEBTEDNESS

Not Applicable.

C. REASONS FOR THE OFFER AND USE OF PROCEEDS

Not Applicabl e.



D. RI SK FACTORS

Much of the information included in this docunent includes or is
based upon estimates, projections or other "forward-I| ooking
statenents.” Such  forward-1ooking statements include any
proj ections or estinmates made by managenment in connection wth
our business operations. Wile these forward-|ooking statenents,
and any assunptions upon which they are based, are nmade in good
faith and reflect our current judgnent regarding the direction

of our business, actual results wll alnmost always vary,
somet i nes mat eri al |y, from any esti mat es, predi ctions,
proj ections, assunptions or ot her suggestions  of future

per f or mance herein.

Such esti nat es, proj ections or ot her "forward- | ooki ng
statenments" involve various risks and uncertainties, as outlined
below. We caution the reader that, in sonme cases, inportant

factors have affected, and in the future could naterially
affect, actual results and nmay cause actual results to differ
materially from the results expressed in any such estinmates,
proj ections or other "forward-I|ooking statenents.”

Qur common shares may be considered specul ative and prospective
investors should consider carefully the risk factors set out
bel ow.

Qur independent auditors raise substantial doubt about our
ability to continue as a going concern.

The financial statenments conprising part of this Annual Report
have been prepared on a "Going Concern Basis," which is
described nmore fully in note 1 of the financial statenents. Qur
auditors in accordance with Canadi an GAAP, and based upon key
factors |listed herein, insist on such a note in the financi al
statenents, and managenent concurs. Qur audit report includes an
expl anat ory paragraph that expresses substantial doubt about our
ability to continue as a goi ng concern.

The application of "going concern” is dependent on our ability
to realize our assets and discharge our liabilities in the
normal course of business for the foreseeable future. To date we
have not recorded a profit from operations, and have derived
virtually all of our working capital through the sale of our
securities. W have experienced erratic revenue trends over the
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course of our history and, at tinmes, deficiencies in working
capi tal

O her factors elaborated in this docunent, make it prudent that
this disclosure be included. These factors include: the need for
additional financing for operating, developing, marketing and
other business related matters for which no assurance can be
given; our inability to raise capital at prices acceptable to
us; the dependency on third party supply and transportation
syst ens; possi ble infringenent by third parties on our
intellectual property; the length of time necessary for the
i npl enentation of cycles for potential custoners; possibility of
governnent regulations adverse to our business; the level and
strength of conpetition; the need for continued research and
devel opnent ; unexpected product deficiencies, as well as,
overall econom c and market conditions.

It may be difficult to enforce a U S. judgnent against us and
any of our officers and directors or to assert U S. securities
laws clains in Canada or serve process on our officers and
di rectors.

Wth the exception of one director, Resin Systens, our officers,
directors and auditors are all residents of Canada, and
substantially all of our assets are or may be | ocated outside of
the United States. As a result, it may be difficult for
investors to affect service of process within the United States
upon our non-resident officers and directors, or to enforce

agai nst them judgnents obtained in the United States courts
predi cated upon the civil liability provisions of the Securities
Act of 1933, as anended, the Securities Exchange Act of 1934, as
anended, or state securities laws. W believe that a judgnment of
a United States court predicated solely upon civil liability
under the Securities Act and/or Exchange Act woul d probably be
enforceable in Canada if the United States court in which the

j udgnent was obtained had a basis for jurisdiction in the matter
t hat was recogni zed by a Canadi an court for such purposes.
However, we cannot assure any investor that this will be the
case. There is substantial doubt, noreover, whether an action
coul d be brought in Canada in the first instance on the basis of
liability predicated solely upon such | aws.



We have a history of |osses, and we cannot assure investors that
we will operate profitably in the future.

W have a |imted operating history. We are in the early
commerci ali zati on stage of our resin business and therefore are
subject to the risks associated with early stage conpani es,

i ncludi ng uncertainty of revenues, nmarkets and profitability and
the need to raise additional funding. W are commtting, and for
the foreseeable future will continue to commt, significant
financial resources to marketing, product devel opnent and
research. Qur business and prospects nust be considered in |ight
of the risks, expenses and difficulties frequently encountered
by conpanies in the early stage of devel opnent, particularly
conpanies in relatively new and evol ving markets such as
conposites. W have not earned profits to date and cannot assure

our investors that we will achieve, or be able to sustain,
profitability in the future. A significant portion of our
financial resources will continue to be directed to the

devel opnent of our products and to marketing activities. Qur
success will ultimtely depend on our ability to generate
revenues from our product sales, such that our business

devel opnment and nmarketing activities may be financed by revenues
from operations instead of outside financing. Fut ure revenues
may be insufficient to generate the required funds to continue
such busi ness devel opnent and narketing activities.

We have never paid dividends and have no present intention to
pay divi dends.

We do not currently pay and do not anticipate paying any cash
di vi dends on our Conmon Stock in the foreseeable future because
we intend to retain our earnings, if any, to finance the
expansi on of our business. Therefore, investors cannot expect
to receive an imedi ate incone, in the formof dividends on

t heir Conmon St ock

W are dependent on our senior nanagenent. Any |oss of the
services of our senior managenent could negatively affect our
busi ness.

Qur success will depend, to a significant extent, on the
performance of a number of our senior nmanagenent personnel and
ot her key enployees. In particular, we will be dependent upon

t he services of Greg Pendura and David Sl aback. W do not
8



antici pate having key person insurance in place in respect of
any of our senior officers or other personnel. To the extent
that the services of any of our key personnel becone

unavail able, we will be required to retain other qualified
persons. W& may not be able to find a suitable replacenent for
any such person. The | oss of the services of key persons could
have a material adverse effect on our business, financial
condition and results of operations.

Qur failure to retain and attract personnel could harm our
busi ness, operations and product devel opnent efforts.

Qur products require sophisticated research and devel opnent,

mar keti ng and sal es, and techni cal custoner support. Qur success
depends on our ability to attract, train and retain qualified
research and devel opnent, marketing and sal es and technica

cust omer support personnel. Conpetition for personnel in al
these areas is intense and we nay not be able to hire sufficient
personnel to achieve our goals or support the continued growh
in our business. If we fail to attract and retain qualified

per sonnel , our business, operations and product devel opnent
efforts woul d suffer.

W may need additional financing.

We recently conpleted a private placenment for $3,000, 000 (Gdn)
whi ch we expect will be sufficient to finance our budgeted
operating costs, devel opnent, marketing and anti ci pat ed

di scretionary expenditures for the next year. However, in
order to accelerate our growmh objectives, we will need to

rai se additional funds fromlenders and equity markets in the
future. W may be unable to raise additional capital on
commercially reasonable ternms to finance our gromh. Qur ability
to arrange such financing in the future will depend in part
upon our ability to obtain listing of our commbn shares on the
BBX Exchange or any other U S. market, the prevailing capital
mar ket conditions as well as our business performance. If we
i ssue shares of conmmon stock in order to obtain such additiona
financing, control of Resin Systens could change and

sharehol ders w Il suffer additional dilution.

We depend on third party supply and transportation systens, and

9



any disruptions could inpair our ability to conpete in the
mar ket pl ace.

The chem cal industry is sensitive to raw materi al,
manuf act uri ng and shi pping costs. Many input chemcals used to
manuf acture thernosetting resins are commodities with pricing
directly dependent on supply, demand and the cost of underlying
raw materials, in particular oil and gas, as well as

agricul tural by-products.

On May 1, 2002, we entered into a supply agreenment with Dow
Chem cal Canada, Inc. Under the agreenent, which term nates on
Decenber 31, 2003, Dow Chem cal Canada has contracted to supply
a maxi mum vol ume conm tnent of base chemicals, up to anounts
doubl e our current estinated annual requirenents. Qur
relationship with Dow Chem cal Canada is non-exclusive, and we
cannot guarantee that this contract can be extended beyond the
term nati on date.

Al t hough we could obtain raw materials from many ot her suppliers
in the marketplace, such suppliers may be unwilling to sell us
raw materials upon acceptable terns and conditions. Qur
inability to obtain supplies fromother suppliers in a
sufficient anobunt when needed, and upon acceptable terns and
conditions, would likely cause delays in, or disruption to, our
busi ness, and could also inpair our ability to conpete in the
mar ket pl ace.

Because shi pping products across |ong di stances i s cost

prohi bitive, chem cal production facilities generally have a
l[imted area of geographic distribution. Initially, demand for
Version resins wll be shipped fromour Ednonton facility. The
cost of shipping is generally equal to 5%to 10% of the

whol esal e cost of resin conmpounds. Except for truckl oad
gquantities, we charge custonmers for the cost of shipping the
resin conpounds, with shipping costs included in our gross
revenues. For truckload quantities, we will absorb these

shi pping costs and treat them as part of cost of goods sol d.
Free shipping with truckload quantities will have little inpact
on our gross margin due to inproved chem cal pricing as a result
of vol ume di scounts.

Third parties my infringe upon or m sappropriate our
intellectual property, which could inmpair our ability to conpete
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effectively and negatively affect our profitability.

Qur success depends upon the protection of our technol ogy, trade
secrets and trademarks. Qur profitability could suffer if third
parties infringe wupon our intellectual property rights or
nm sappropriate our technology axd other assets. To protect our
rights to our intellectual property, we rely on a conbination of
trade secret prot ection, t rademar k | aw, confidentiality
agreenments and other contractual arrangenents. The protective
steps we have taken may be inadequate to deter infringenment or
m sappropri ation.

We cannot determ ne whether future patent or trademark
applications, if any, will be granted. Qur current intellectua
property or any future intellectual property that we nay devel op
coul d be chall enged, invalidated or circunvented and nmay not
necessarily provide us with any conpetitive advantage.

Litigation nay be necessary to enforce our intellectual property
rights, protect trade secrets, determne the validity and scope
of the proprietary rights of others, or defend against clains of
infringenment or invalidity. Intellectual property |aws provide
limted protection. Mreover, the | aws of sonme foreign countries
do not offer the sane | evel of protection for intellectual
property as the laws of the United States. W nmay be unable to
detect the unauthorized use of our intellectual property.
Litigation may result in substantial costs and diversion of
resources, which may limt our ability to devel op new products.

Qur products may infringe on the intellectual property rights of
ot hers, which could increase our costs and negatively affect our
profitability.

Qur commrerci al success nmay depend, in part, on our ability to
avoid infringing on patents issued to others. Al though we are
not aware of any action or threatened action alleging patent

i nfringenent or inproper use of proprietary information by us,
if we have to defend any such clains, we could incur substantial
costs, and our managenent resources could be diverted.

If we were found to be infringing any third party patents, we
could be required to pay damages, alter our products or
processes, obtain |icenses or cease certain activities. W
cannot be certain that if we required licenses for patents held
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by third parties that they woul d be nmade avail able on terns
acceptable to us, if at all. The inability to obtain |icenses
may prevent us or our custonmers fromoffering products and
services to our custoners, which may limt our revenue.

Conmpetition in the markets for our products and technology is
intense. W may not be able to conpete effectively in these
mar kets, and we nmay | ose current custoners and fail to attract
new cust oners.

W may not be able to conpete successfully against current and
future conpetitors, and the conpetitive pressures we face could
harm our business and prospects. Broadly speaking, our products

will be alternatives to traditional thernop-set resins, such as
pol yester and epoxy, and traditional building products, such as
wood, steel and alum num As such, we wll conpete with these

options. Qur direct conpetition cones substantially from | arger
conpani es. Some of these conpanies have products that are
intended to conpete directly with our products. In addition,
conpani es agai nst whom we do not presently directly conpete are
pl anning to becone conpetitors in the future. This could occur
ei ther through the expansion of our products or through product
devel opnent undertaken by other conpanies in the area of
conposi tes.

The market for conposites is relatively new and is highly
conpetitive. The level of conpetition is likely to increase as
current conpetitors inprove their offerings and as new
participants enter the narket. Many of our current and
potential conpetitors have |onger operating histories, |arger
custonmer bases, greater brand recognition and significantly
greater financial, sal es, mar ket i ng, t echni cal and ot her
resources than we do. Mor eover, these conpetitors may enter
into strategic or comercial relationships with larger nore
established and better financed conpanies. Sonme  of our
conpetitors nmay be able to enter into these strategic or
commercial relationships on nore favorable terns. Additionally,

these conpetitors have research and devel opnent capabilities
that may allow themto devel op new or inproved products that my
conpete with product lines which we market and distribute. New
technol ogi es and the expansion of existing technol ogies nay al so
i ncrease conpetitive pressures on us. Increased conpetition may
result in reduced operating margins as well as |oss of market

share. This could result in decreased usage of our products and
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l[imt our ability to conpete effectively and restrict us from
generating additional revenues.

Qur lengthy sales and integration cycle could cause delays in
revenue grow h.

The inability to sell our products to new custoners on a tinely
basi s, or delays by our existing and proposed custoners in the
testing and adoption of our products, could limt revenue and
har m our busi ness and prospects. Qur custoners will need to
eval uate our products. In addition, our custoners may need to
adopt a conprehensive sales, marketing and training programin
order to effectively integrate our products. For these and

ot her reasons, the cycle associated with establishing sales for
our products, and integrating our products, can be lengthy. This
cycle is also subject to a nunber of significant del ays over
which we will have little or no control, and which have a
negative inpact on the timng of our revenue.

| mpl ement ati on del ays coul d cause del ays in revenue grow h.

Most of our custoners will be in a testing or prelimnary stage
of utilizing of our products and may encounter del ays or other
problems in the introduction of our products. A decision not to
do so, or a delay in inplenentation, could result in a delay or
| oss of related revenue or coul d otherw se harm our business and
prospects. W will not be able to predict when a custoner that
isin atesting or a prelimnary use phase will adopt a broader
use of our products.

We may not be successful in devel opi ng narkets

The market for our products is relatively new and continues to
evolve. If the market for our products fails to devel op and
grow, or if our products do not gain broad market acceptance
bot h by processors, such as pultrusion and filanment w nding, and
end users, our business and prospects will be harmed. The
adopti on and use of our products will involve changes in the
manner in which businesses have traditionally used such products
Wi thin their processing systens. In sonme cases, our custoners
will have little experience with products like those offered by
us. Qur ability to influence usage of our products by custoners
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will be limted or non-existent. We will spend consi derable
resources educating potential custonmers about the value of our
products. It is difficult to assess, or predict with any
assurance, the present and future size of the potential market
for our products, or our growh rate, if any. Moreover, we
cannot predict whether our products will achieve market
acceptance. Qur ability to achieve our goals al so depends upon
rapi d mar ket acceptance of future enhancenents to our products.
Any enhancenent that is not favourably received by our custoners
may not be profitable and, furthernore, could damage our
reputation or brand nane.

We nust devel op new products and technol ogy and enhancenents to
our existing products and technology to remain conpetitive. If
we fail to do so, we may | ose market share to conpetitors.

The conposite industry is susceptible to technol ogi cal advances
and the introduction of new products utilizing new resin
formul as and processing technol ogi es. Further, the conposite
industry is also subject to changing industry standards, market
trends and custoner preferences, and to conpetitive pressures
whi ch can, anong ot her things, necessitate revisions in pricing
strategies, price reductions and reduced profit margins. CQur
success will depend on our ability to secure technol ogi ca
superiority in our products and maintain such superiority in the
face of new resin formulations, the advance of thernoplastics
and new processing technol ogi es and products. Wile we believe
that our products will be conpetitive, no assurances can be

gi ven that our products will be comrercially viable or that
further nodification or additional products wll not be required
in order to neet demands or to nake changes necessitated by
devel opnments made by conpetitors which m ght render our products
| ess conpetitive, |ess narketable, or even obsol ete over tine.

Qur future success will be influenced by our ability to continue
to devel op new conpetitive products. Although we are comritted
to the devel opnent of new products and the inprovenent of our
exi sting products, there can be no assurance that these research
and devel opnent activities wll prove profitable, or that
products or inprovenents resulting therefrom if any, wll be
successfully produced and narketed. The conposite industry is
characterized by technological change, changes in wuser and
customer requirenments, new product introductions enbodying new
resin fornulations and new processing technologies and the
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energence of new industry standards and practices that could
render our technol ogy obsolete or have a negative inpact on our

sales margins. Qur performance wll depend, in part, on our
ability to enhance our exi sting products, devel op new
proprietary technology that addresses the sophisticated and
varied needs of our prospective custoners and respond to
technol ogi cal advances and energing industry standards and
practices on a tinely and cost-effective basis. The devel opnment

of technology entails significant technical and business risks.

If we are unsuccessful in using new technol ogies effectively or

adapting our products to custoner requirenments or energing
i ndustry standards, we may |ose market share, and our revenues
may decl i ne.

The loss of strategic alliances could neke our products |ess
appeal i ng and useful to custoners.

Qur growth and marketing strategies are based, in part, on
seeking out and formng strategic alliances and working
relationships. To the extent that the strategic alliances
negotiated by us are exclusive or restricted as to |ocation or
technol ogi cal environnent they wll limt our flexibility to
broaden our distribution by increasing the nunber of strategic
alliances and working relationships. There can be no assurance
that existing strategic alliances and working relationships wll
not be termnated or nodified in the future, nor can there be
any assurance that new relationships, if any, will afford us the
flexibility to broaden its distribution.

We nay encounter product deficiencies which could be detrinental
to our reputation.

Difficulties in product design, performance and reliability
could result in |ost revenue, delays in custoner acceptance of
our products, and/or lawsuits, and would be detrinental, perhaps
materially, to our market reputation. Serious defects are
frequently found during the period imediately follow ng the

i ntroduction of new products or enhancenents to existing
products. Qur products and the products incorporated fromthird
parties are not error free. Undetected errors or performance
probl ens nay be discovered in the future. Mreover, known errors
whi ch we m ght consider m nor nay be considered serious by its
custoners. If our internal quality assurance testing or custoner
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testing reveal s performance i ssues and/or desirable feature
enhancenents, we coul d postpone the devel opnent and rel ease of
updates or enhancenents to our current products, future products
or inprovenents in its products. W may not be able to
successfully conplete the devel opnment of planned or future
products in a tinmely manner, or to adequately address product
defects, which could harm our business and prospects. In

addi tion, product defects may expose us to liability clains, for
whi ch we may not have sufficient liability insurance. A
successful suit against us could harm our business and financi al
condi ti on.

Governnent regulation and environnental considerations could
delay or prevent product offerings, resulting in decreased
revenues.

We are and will continue to be subject to certain |egislation
and regul ations dealing with the environnent and the conposite
industry. There is no certainty about the extent or direction of
future regulation in this area and adverse | egislation dealing
with the inpact of conposites on the environnment or the
transportati on of goods could adversely affect the sale of
current and future products.

The conposite industry is presently under intense scrutiny due
to its production of harnful "greenhouse" gasses or HAPs. The
EPA in the United States has established a regulatory regine
that has targeted airborne em ssions of styrene, toluene,
xyl ene, nethyl, nmethacrylate and nethyl ene chloride in the
reinforced plastics industry. The EPA regul ates manuf acturers'’
out puts of HAPs, including VOC's, by way of a conplicated
al gorithm Existing conpanies in the conposite industry nust
achieve a level of em ssions control that is equival ent or
superior to the average em ssion | evels of the conpani es making
up the 12% of the conposite industry with the | owest em ssion
| evel s. Furthernore, new conpani es entering the conposite
i ndustry nust achi eve em ssion | evels equival ent or superior to
the conpany in the conposite industry with the | owest em ssion
| evel s. The EPA nonitors both the size |evel of hazardous air
pol | utants and conpani es' abilities to enact the expensive
envi ronnental controls that may be mandated by the EPA. As a
consequence of this regulation, the production capabilities of
conpanies in the conposite industry are presently curtail ed due
to the restrictive quotas placed on the anount of toxic resins
that may be purchased for the production of reinforced plastics.
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Typi cal polyester and vinyl ester resin systens contain up to
50% styrene and snual | er percentages of other restricted

chem cals. Recently, the majority of the major producers of
conposites have refornul ated their existing products such that
they contain approxi mtely 35% styrene. Notw thstanding this

i nprovenent, the

styrene reduction does not elimnate the VOC em ssion problem

i nherent in conposite products. Mreover, many users of
refornul at ed conposite products have reported difficulties with
t hese new product fornulations. W believe our resins to be free
of VOC s, and further believe that we are in full conpliance
with all applicable environmental |egislation and regul ati ons.
However, there can be no assurance that our products are free of
all VOC s or other harnful products, that our products conply
with all existing environnental |egislation and regul ations, or
that our products will be in conpliance with all environnent al

| egi sl ation and regul ati ons enacted in the future.

We are not currently subject to other direct regul ation by any
gover nnent agency, other than applicable securities |aws,
regul ati ons applicable to businesses generally and | aws or

regul ations directly applicable to the conposite industry.
However, due to the increasing concern for the integrity of the
environment, it is possible that a nunber of |aws and
regul ati ons may be adopted with respect to the environnment or
the transportation of goods which may inpose additional burdens
on conpani es conducting business related to the conposite

i ndustry, and thus increase our cost of doing business. There
can be no assurance that any such new | egislation or regulation
wi Il not be enacted, nor that the application of |aws or

regul ations fromjurisdictions whose | aws do not currently apply
to our business will subsequently beconme applicable. If we do
not obtain the necessary approvals to sell our products, our
revenues coul d seriously decrease.

If we are unable to manage our grow h effectively, our revenues
may not increase, our cost of operations may rise and we may
remai n unprofitable.

W may be subject to growth-related risks including capacity
constraints and pressure on our internal systenms and controls.
Qur ability to nanage our growth effectively will require us to
continue to inplenent and i nprove our operational and financi al
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systens and to expand, train and nmanage our enpl oyee base. The
inability of us to deal with this growth could have a materia
adverse imact on our business, operations and prospects. Wile
managenent believes that it wll have nmade the necessary
investnments in infrastructure to process anticipated vol une
increases in the short term we nay experience growh in the
nunber of our enployees and the scope of our operating and
financial systens, resulting in increased responsibilities for
our existing personnel, the hiring of additional personnel and,
in general, higher |evels of operating expenses. 1In order to
manage our current operations and any future growh effectively,
we wll also need to continue to inplenent and i nprove our
operational, financial and nmanagenent information systens and to
hire, train, notivate, manage and retai n our enployees. W may
be unabl e to manage such growth effectively. Qur managenent,
personnel or systens may be i nadequate to support our
operations, and we may be unable to achieve the increased |evels
of revenue comrensurate with the increased |levels of operating
expenses associated with this growh.

Exchange rate fluctuations nmay harmour results of operations.

We do not engage in any hedging or currency trading activities.
Qur business activities are conducted in Canadi an and U. S.

doll ars and our assets and liabilities are recorded in Canadian
dollars. Approximately 70% of our sales revenue are in U S.
Dol I ars and substantially all of our costs of sales and

adm ni strative costs are in Canadi an dollars. W have no U S
dol | ar denoni nated assets. U. S. dollar revenues have been | ess

t han $250, 000 annually for each of the last two fiscal years. As
our accounts payable are in Canadi an dollars and sonme of our
accounts receivable are in U S. dollars, any appreciation in the
val ue of the Canadi an dollar against the U S. dollar would
result in an exchange | oss.

The current downturn in the United States econony has hurt our
busi ness and results of operations.

During the year ended August 31, 2002, we closed our Resin
Systens | ncorporated subsidiary office in the United States and
reduced our personnel in the U S. and Canada. The primary reason
for these reductions stemred fromthe poor econonic outlook in
the conposite industry and the lack of significant in-roads in
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the conposite market. Additionally, we sold our Uni-Seal USA
Ltd. subsidiary's |land and building for gross proceeds of
$75, 000 (US).

Expansion into the United States an other markets outside of
Canada coul d strain our financial position.

We will invest significant financial and managerial resources to
expand our sales and marketing operations into the United States
and, possibly, other foreign countries. Should we find it
necessary to do so, the cost of opening new offices in the
United States and abroad and hiring new personnel for such

of fices could significantly decrease our profitability, if such
new of fi ces do not generate sufficient additional revenue.

We nust devote substantial resources to our international
operations in order to succeed in these markets. In this regard,
we may encounter difficulties such as: (i) unexpected changes in
regul atory requirenments and trade barriers applicable to our
busi ness; (ii) challenges in staffing and managi ng foreign
operations, including enploynment [aws and practices in
jurisdictions with different | egal systens; (iii) seasonal
reductions in business activity and econom ¢ downturns; (iV)

| onger paynent cycles and problens in collecting accounts

recei vable; (v) different technol ogy standards. In addition,
our focus on international markets subjects it to fluctuations
in currency exchange rates. Any of the foregoing difficulties
of conducting business internationally could harm our

i nternational operations and, consequently, our business and
prospects.

Some of our directors engage in other activities which nmay pose
potential conflicts of interest.

Certain of our directors and officers are engaged in, and wll
continue to engage in, other business activities on their own
behal f and on behal f of other conpanies and, as a result of
these and other activities, such directors and officers nmay
beconme subject to conflicts of interest. Canadian | aw provides
that in the event that a director has an interest in a contract
or proposed contract or agreenment, the director shall disclose
his interest in such contract or agreenent and shall refrain
fromvoting on any matter in respect of such contract or
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agreenent unl ess otherw se provi ded under the rel evant Canadi an
statute. To the extent that conflicts of interest arise, such
conflicts will be resolved in accordance with Canadi an | aw.
These conflicts of interest could result in sonme directors or
of ficers conpeting agai nst us.

The significant sharehol di ngs of the principals of our conpany
coul d delay or prevent a change of control.

Qur directors and executive officers, and their respective
associ ates and affiliates, hold or exercise control over,
directly or indirectly, an aggregate of 9,699,560 shares of
common stock, representing approximately 23% of our outstanding
shares. As a result thereof, these sharehol ders, acting
together, will be able to continue to exercise significant

i nfluence over all matters requiring sharehol der approval,
including the election of directors and the approval of
fundanmental changes in the direction of our business. Such
concentration of ownership may have the effect of delaying or
preventing a change in control of our conpany, our board of

di rectors or our managenent.

There is currently no U S. trading nmarket for our conmmon shares,
and i f one devel ops, there may be volatility in our share price.
There can be no assurance that an active tradi ng market in our
shares in the US will be established and/or if established
sust ai ned. The market price for our shares could be subject to
wi de fluctuations. Factors such as announcenents of quarterly
variations in operating results, technol ogical innovations or
the introduction of new products by our conpetitors, as well as
mar ket conditions in the industry, may have a significant inpact
on the market price of our shares. The stock narket has from
time to time experienced extreme price and vol une fluctuations,
whi ch have often been unrelated to the operating performnce of
particul ar conpani es.

Because our securities have not been registered for resal e under
the blue sky laws of any state, holders of our shares and
persons who desire to purchase themin any tradi ng narket that
m ght develop in the future should be aware that there nay be
significant state blue sky restrictions upon the ability of new
investors to purchase the securities. These restrictions could
reduce the size of any potential market. As a result of recent
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changes in federal |aw, non-issuer trading or resale of our
securities is exenpt fromstate registration or qualification
requirenments in a nunber of states. Nevert hel ess, investors
shoul d consi der any potential secondary nmarket for our
securities to be a limted one.

"Penny Stock"™ rules may restrict the market for our conmon
shar es.

Qur conmon shares in the US are subject to rules promul gated by
the Securities and Exchange Comm ssion relating to "penny
stocks" which apply to conpani es whose shares are not traded on
a national stock exchange or on the NASDAQ system trade at |ess
than U. S. $5.00 per share, or who do not neet certain other
financial requirenments specified by the Securities and Exchange
Comm ssion. These rules require brokers who sell "penny stocks"
to persons other than established custoners and "accredited

i nvestors" to conplete certain docunentation, nmake suitability
inquiries of investors, and provide investors with certain

i nformation concerning the risks of trading in such penny
stocks. These rules may discourage or restrict the ability of
brokers to sell our commopn shares and may affect the secondary
mar ket for our common shares. These rules could al so hanper our
ability to raise funds in the primary market for our comon

shar es.
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| TEM 4 | NFORMATI ON ON THE CORPORATI ON

A. History And Devel opnment of Resin Systens Inc.

We were incorporated in 1995 as Recycled Solutions for Industry
Inc, under the Al berta Business Corporation Act and, in 1998,
conpl eted a reverse takeover of Sumerwood | ndustries Inc.
Sumrer wood was i ncorporated on June 11, 1996 al so under the

Al berta Busi ness Corporation Act. Summerwood was created as a
junior capital pool corporation and conpleted its junior capital
pool offering on February 24, 1997. |Its comopn shares were
listed on the Al berta Stock Exchange on March 18, 1997.

Ef fective Septenber 15, 1998, the current Resin Systens (then
named Sumrerwood I ndustries Inc.) acquired all of the shares of
Resin Systens on the basis of 0.684218655 of a comon share for
each class A share of Resin Systens outstandi ng. Resin Systens

i ssued an aggregate of 17,977,553 common shares which it val ued
at $0.20 per share, aggregating a value of approximtely $3.6
mllion. This acquisition constituted Resin Systens' Major
Transaction as required by the Al berta Securities Conm ssion and
The Al berta Stock Exchange.

By articles of amal gamati on dated Septenber 17, 1998, Summerwood
amal gamated with Resin Systens, to form Resin Systens (which was
then still known as Recycled Solutions for Industry Inc.). By
articles of anmendnent dated May 5, 2000, the corporate nane was
changed to Resin Systens Inc.

Qur principal office is |ocated at 14604 - 115A Avenue,
Ednont on, Al berta, Canada, T5M 3C5, tel ephone nunber 780-482-
1953.

W have six subsidiary conpani es of which five are wholly owned
and one is 85% owned. The wholly owned subsidiaries are Resin
Systens I ncorporated, a Del aware corporation, Resin Systens

I nternational Ltd., a Barbados conpany, Resin Systens Sal es
Limted, an Ireland based conpany, UniSeal USA Ltd., a Canadi an
corporation, and Uni -Seal Canada Inc., a Wsconsin corporation.
The 85% owned subsidiary is Uni-Seal Mulding Technol ogies Inc.
Al'l of the subsidiaries are inactive including Resin Systens

| ncorporated which closed and its U S. office and released its
US staff in fiscal 2002.
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Mat eri al changes

During the year ended August 31, 2002, we closed our Resin
Systens | ncorporated subsidiary office in the United States and
reduced our personnel in the U S. and Canada. The primary reason
for these reductions stemred fromthe poor econonic outlook in
the conposite industry and the lack of significant in-roads in
the conposite nmarket. Additionally, we sold our Uni-Seal USA
Ltd. subsidiary's land and building for gross proceeds of
$75,000 (US). During the year, we received patent approval from
the United States Patent O fice on our two conmponent thernopset
conposite resin nmarketed under the Version trade nane.

During the fiscal year ended August 31, 2001, we fornmed three
subsidi ari es nanely: Resin Systens |ncorporated, Resin Systens

I nternational Ltd. and Resin Systenms Sales Limted. Managenent’s
deci sion to establish these conpanies was to better facilitate
our anticipated growh and to establish a fundanental
infrastructure for that gromh. As noted above, these
subsidiaries are currently inactive except for Resin Systens

| ncor porated which saw its office closed and staff released in
fiscal 2002.

In fiscal 2000, we sold our land and building |located in
Ednont on whi ch enabled us to elimnate our | ong term debt.
Commensurate with the sale of the I and and buil ding we | eased-
back fromthe purchaser the facilities on a | ong-term basis.

Capi tal Expenditures

During the year ended August 31, 2002, we purchased $82, 150 of
capital assets. O this amount $55, 150 relates to production and
testing equi prent and the remaining $27, 000 rel ates to conputer
har dware and software.

B. Busi ness Overvi ew
OUR PRODUCTS

We are in the business of devel opi ng, producing and marketing
conposite resins for industrial applications. Hi storically, our
primary source of revenue has been fromour proprietary Uni-Sea
i ndustrial coatings. We have had limted success with this
product, the main reason being the tinmeline required for
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custonmers to adopt an industrial coating. This tine-line
requires that sanple test projects out performthe custoners
exi sting product of choice and this usually is neasured in
years.

As an outgrowth of the industrial coatings, we devel oped a
conposite resin, called Version, which does not contain any
vol atil e organic conmpounds (VOC s). In fiscal 2000, we
concentrated our efforts on further devel opnent and pre-
conmerci al i zati on of the Version conposite resin. W have
continued to service existing industrial coating custonmers but
have not pursued expansion of this segnent owing to limted
success based on tinme-line requirenents nentioned above.

What is a Conposite?

Conposites are br oadl y known as rei nforced pl asti cs.
Specifically, conposites are a reinforcing fibre in a polyner
matri x. Most commonly, the reinforcing fibre is fiberglass. The
polymer matrix is typically a thernoset resin, with polyester,
vinyl ester, and epoxy resins nost often the matri x of choice.

Common househol d plastics, such as polyethylene, acrylic, and
pol ystyrene are known as thernoplastics. These materials may be
heated and formed and can be re-heated and returned to a liquid
state. Conposites typically use thernoset resins, which begin as
liquid polynmers and are converted to solids during the nolding
process. This process, known as cross linking, is irreversible
giving conposite nmaterials manufactured using thernbset resins
i ncreased heat and chem cal resi st ance, hi gher physi cal
properties and greater structural durability t han
t her nopl asti cs.

Use of Conposites

Manuf acturers, designers and engi neers recognize the ability of
conposite materials to produce high-quality, durable, cost-
effective products. Conposite materials are found in nmany of the
products used in our day-to-day lives fromthe cars we drive, to
the boats, recreational vehicles, skis and golf clubs that we
use. Additionally, conposites are wused in nmany critica
i ndustrial, aerospace and military applications.
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Benefits of Conposites

The benefits of conposite materials have fueled growth of new
applications in markets such as transportation, construction,
corrosion-resistance, marine, infrastructure, consunmer products,
el ectrical, aircraft and aerospace, appliances and busi ness

equi pnent. The benefits of using conposite materials include:

H gh Strength

Conposite materials can be designed to neet the specific
strength requirenments of an application. A distinct

advant age of conposites, over other nmaterials, is the
ability to use many conbi nati ons of resins and

rei nforcenents, and therefore customtailor the mechanica
and physical properties of a structure.

Li ght Wi ght

Conmposites offer materials that can be designed for both
i ght wei ght and hi gh strength usage. Conposites are used
to produce the highest strength-to-weight ratio structures
currently available. This, in part, explains the
transportation industry's high utilization rate for
conposites, the largest of all users according to the
Conposi tes Fabricators Association, at 33% Mnagenent of
Resin believes that as energy efficiency requirenents

i ncrease, building technol ogies that reduce wei ght, and at
the sane tinme increase payload, will be increasingly

enbr aced.

Corrosi on Resi stance

Conposites provide long-termresistance to severe chem ca
and tenperature environnents. Conposites are the nmateria
choi ce for outdoor exposure, chem cal handling applications
and severe environnent service.

Design Flexibility

Conposi tes have an advant age over other materials because
t hey can be nolded into conpl ex shapes at relatively | ow
cost. This flexibility offers designers extensive |atitude
i n new product design.
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Durability

Conposite structures have an exceedingly long |ife span.
Coupl ed with | ow nmai nt enance requirenments, the |ongevity of
conposites is a benefit when used in critical applications.
In a half-century of conposites devel opnent, well designed
conposite structures have yet to wear-out.

Ceneral Devel opnent of our Business and the Version Technol ogy

Frommd 1996 until the fall of 2000, our main business pursuit
was the manufacture and sal e of proprietary Uni - Seal ®
pol yur et hane based i ndustrial coatings.

In md 1998, as a result of our coatings experience, we

devel oped a hybrid pol yuret hane based resin product for noul ding
applications. In a joint project with the University of Laval, a
race car body was designed and built with the new, |ightweight
resin conpound, the forerunner of Version "G'. The result was a
stronger conposite than many available at that tine. The

prot otype body was awarded first prize in a racing design
conpetition and was subsequently put on display at the world
famous |1 ndy 500, where the |Indianapolis Mtor Speedway
procl ai ned Uni - Seal ® the "I ndustrial Coating of Choice".

Al t hough we continued to generate revenue fromthe sale of Uni-
Seal ® coatings (revenue of $1, 163,797 was generated during the
fiscal year ended August 31, 1999 and $665,573 during the fiscal
year ended August 31, 2000), we began shifting our enphasis to
the area of conposites due to the significant global growth that
this sector was enjoying. The multi-billion dollar conposite

i ndustry ranked fourth in the United States in terns of 1999
shipnments. W will continue to provide our Uni-Seal ® coati ngs
product to our existing custoners, however, we do not intend to
al l ocate significant resources to market the Uni-Seal ® product
line. W intend to sell our Uni-Seal ® coati ngs product business
if the opportunity arises and may wi nd the division down after
current inventory is sold or existing client demand di m ni shes.

In April 2000, we announced that four North Anerican conposite
manuf acturers, G assfornms, Inc., Creative Pultrusions Inc.,

Pul troni cs Corporation and Omiglass Ltd., had agreed to serve
as beta test sites for the Version line of resins. Al of the
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beta site conpanies utilized the pultrusion nmethod of conposite
manuf act uri ng.

In May 2000, we released the results of a series of tests in
respect of the Version resin systemconducted by the Al berta
Research Council. In June 2000, we filed patent applications in
Canada and the United States in respect of the Version

t echnol ogy.

I n August 2000, Omiglass Ltd. a major pultrusion manufacturer
of wi ndow frames and associ ated conponents, placed its first
order for Version conposite resin in order to initiate the
product testing cycle on behalf of its client, a major North
Ameri can wi ndow and door franme manufacturer

During Septenber 2000, we officially |aunched our new |ine of
pol yur et hane based conposite resin systens under the Version
brand nanme at the Conposites Fabricators Association "Conposites
2000" tradeshow in Las Vegas, Nevada. This conference is the
nost conprehensi ve conposites convention and trade show in North
Anmerica and was attended by approximtely 5,000 professionals
from around the world.

The "Conposites 2000" tradeshow resulted in commtnents for
production trials with nine U S. based conposite materials
manuf acturers. The show was a critical step in ultimately
securing denonstration sites for Version, as all conposite
manuf acturers test new resin products on existing production
lines prior to adoption.

Based on the success of the first production trials in the
latter half of 2000, we began taking delivery of newresin

bl endi ng equi pnrent at our Ednonton facility which becane
operational on Decenber 15, 2000. This upgraded facility has an
annual production capacity of 8,350,000 pounds of Version
resins.

In order to expedite production trials and product testing, we

| eased a full-scale pultrusion machine in Novenber 2000.
Prospective custoners are now able to ship their production dies
directly to our Ednonton facility for conponent manufacturing
and testing. This elimnates the need for the custonmer to halt
commerci al production at their own facilities in order to carry
out production trials.
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In January 2001, we entered into a strategic alliance agreenent
with Creative Pultrusions,Inc.,a leading U.S. pultruder. This
relationship is part of our broader strategy of entering into a
series of nutual co-operation arrangenents with industry |eaders
to expedite market acceptance of Version and attenpt to drives
and generate new products.

I n February 2001, we and Omiglass Ltd., announced an agreenent
to utilize our Version "G' resin with one of North Anerica's
| ar gest wi ndow and door conpani es.

In April of 2001, we entered into a License and Supply Agreenent
wi th Huntsman Chemi cal. Under the terns of this agreenent,

Hunt sman | nternational would supply us with the input chenicals
for the manufacturing of Version resin systens, blend the
chemcals, and in return would market all related resin
products. In Cctober, 2001 Huntsman Chem cal term nated the
agreenments stating the closure of our U S. office would
negatively inpact our sales and marketing efforts, which in
effect would inpact the sales of Huntsman raw chem cal s.

We have re-established chem cal supply relationships with

previ ous suppliers, which resulted in an overall reduction in
pricing. Furthernore, prior to Huntsman's decision, we decided
to no longer further disclose future proprietary information in
regards to our chemi cal and processing technol ogies. W believed
that the License Agreenent in place would not have optim zed our
pl ans for future devel opnment and grow h.

On January 25, 2002, we announced a purchase order froma U. S.
based construction supply conpany, for a m nimum annual quantity
comi t ment of $500,000. To date this firmhas not taken delivery
of over 4% of this comm tnment and managenent believes litigation
woul d not make econonic sense at this time. (See Item5. A

di scussi on of year ended August 31, 2002.)

On April 5, 2002, we announced a col | aborative research and
devel opnent agreenent with the Al berta Research Council to
optim ze the comercialization of our Version G Resin System
The Al berta Research Council would provide research and

devel opnent services to us in exchange for shares of our comon
stock having an aggregate fair market val ue of $500, 000, to be
delivered in four equal instal nents.

In April 2002, we received approval fromthe United States
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Patent Ofice for all 37 clains contained in its United States
patent application filed in July 2000. W also received U. S.
trademar k approval for the "Version" nane.

On April 23, 2002, we entered into an agreenment with the

Nati onal Research Council of Canada to further devel op our
Version resin technology for the pultrusion and fil anment w nding
conposite markets. The proceeds of a $400, 000 repayabl e
contribution fromthe National Research Council's Industri al
Research Assi stance Programw || focus on pre-comercialization
and devel opnment funding for Version F and Version S, two
products being designed for flanme retardancy and processing
speed applications.

May 1, 2002, we entered into a supply agreenent wi th Dow

Chem cal Canada, Inc. Under the agreenent, which term nates
Decenber 31, 2003, Dow Chem cal Canada has contracted to supply
a maxi mum vol ume conmi tnent of base chem cals, up to anmounts
doubl e our current estimated annual requirenents. These

chem cals are used by us to manufacture our proprietary |ine of
pol yur et hane based, conposite resin systens under the Version
brand nane.

On Decenber 2, 2002, we announced a letter of agreenment wth
Canzeal Enterprises Ltd. to acquire the worldwi de right, title
and interest in the intellectual property assets of Canzeal
related to the design, manufacture and distribution of conposite
poles. Additionally, we announced our intention to conplete a
private placenment at $0.50 per equity unit for total gross
proceeds of up to $3,000,000. Each equity unit consisted of one
common share and one half purchase warrant. Each whol e common
share purchase warrant entitles the holder to acquire one conmnon
share at an exercise price of $0.75 on or before the first
anniversary of the closing date of the private placenent.

On January 7, 2003 we announced that we had conpl eted the above
transaction with Canzeal and that we would establish a

manuf acturing facility in Canada and woul d contenpl ate a
facility in the United States during 2003. Additionally, we
announced that we woul d entertain proposals fromthird parties
for licensing of equi pment and operations of facilities in other
jurisdictions.

On January 10, 2003 we announced the closing of our private
pl acement for $3,000,000 (Cdn.). W intend to use the proceeds
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to establish a fully operational Canadi an based manufacturing
facility, infrastructure and a marketing/sales teamto
comerci alize the manufacture and sal e of conposite poles by
June 30, 2003.

We do not believe that our main business of blending and selling
resin conpounds is subject to any seasonal cycles or

di sruptions. Many input chem cals used to manufacture

t hernosetting resins are commodities with pricing directly
dependent on supply, demand and the cost of the underlying raw
materials, in particular oil and natural gas. These raw
materials are available froma nunber of suppliers. Any increase
in the price of these underlying raw materials tends to affect
all resin manufacturers equally.

THE VERSI ON TECHNOLOGY

Overvi ew

The Version "G' resin systemis a general purpose thernosetting
resin designed by Resin Systens specifically for pultrusion,
filament wi nding and cl osed noul di ng conposite manufacturi ng
processes. The system s physical, mechani cal and econom c
properties taken as a whole are intended to be a direct

repl acenment for existing polyester, vinylester and epoxy resins,
all of which contain VOCs. In addition, Version resins were
designed to permt the addition of recycled crunb rubber for

i ncreased environnental sensitivity.

Version "G' is a two-conponent resin that is delivered through a
resin injection system The chem cal conponents are mxed in a
I:1 ratio by a standard static m xer located in front of the
injection port. For pultrusion dies not equi pped for injection,
a sinple inexpensive injection chanber, which Resin Systens can
design for a custoner, is inserted at the front of the die.

I n nost cases the manufacturer's dies or noulds, heaters and
control systens can be used w thout nodification. However, if no
current die exists, or a replacenent is required, certain
production variables can be optim zed, particularly speed, by
custom designing the die at nom nal cost and conbining the resin
"injection" head wth the die.
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Al berta Research Council Study

Resin Systens retained the Al berta Research Council to conduct
an i ndependent study to conpare the nechanical properties of
traditional reinforced conposite resins, such as pol yester and
epoxy, with Version "G'. The Al berta Research Council issued a
report entitled "Mechanical Properties of Pultruded

Pol yur et hane/ d ass Conposites” dated May 15, 2000 (the "ARC
Study") which, in summary concl uded that:

a. wth respect to ultimate tensile strength, which
measures the anount of tension required to pull a product
apart, the Version "G' resin was 20% superior to polyester
resins and 96% superior to epoxy resins;

b. with respect to el ongation at break, which neasures
stretch and the ability to bend before shattering, the
Version "G' resin was four times superior to polyester
resins and 43% superior to epoxy resins;

c. with respect to flexural strength, which neasures the
ability of a conposite to flex under angul ar forces,
considered to be a key property specified by manufacturers,
the Version "G' resin was two tinmes superior to polyester
resins and 33% superior to epoxy resins; and

d. with respect to damage resi stance strength, which
measures the ability of a conposite to withstand inpact
force, considered to be another key property specified by
manuf acturers, the Version "G' resin was three tines nore
resilient than polyester resins and 82% nore resilient than
epoxy resins.

Feat ures and Benefits

In addition to the ARC Study, Resin Systens has conducted, and
continues to conduct, various beta site process tests and
production trials at the facilities of North American

pul truders, including Creative Pultrusions, Inc. and Omi gl ass
Ltd. These tests have contributed significantly to Resin
Systens' understanding of the Version "G' resin, and confirned
many of the features and benefits that the product offers. The
chief features and benefits of Version resins are set forth
bel ow.
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Product Design Considerations and Unit Costs

Conposites are, by definition, a conbination of fiberglass and
resin. Fiberglass represents the nore significant input expense
and may anount to two-thirds of the overall cost. Version resins
of fer transverse strengths that are two to three tines greater
than those of many conpeting resins, and therefore allow

engi neers the opportunity to design conposite parts using much
nore econom cal conbinations of fiberglass, thereby reducing
overall unit part costs.

Productivity and Unit Costs

Version resins afford neani ngful inprovenents in manufacturing
productivity due to the chem cal reaction dynam cs (Kkinetics) of
pol yur et hanes. For exanple, in the pultrusion process, where

pol yester resins are typically pulled at 36 to 45 i nches per

m nute, Version resins have been pulled at speeds as high as 90
i nches per mnute, which translates into | ower unit part costs.
In addition, Version readily accepts the introduction of col or
pi gment ati on during processing or the application of paint to

t he finished product.

Secondary Processing

The el ongation and i npact properties of Version resins permts
conposite parts to be nailed, drilled, screwed (using common

screw fasteners without pre-drilling) or punched (on a punch
press) to create holes of any size and shape. These uni que
features will permt Version resins to be used for the first

time in construction applications that have to date been the
sole domain of traditional building materials, such as wood,
steel and al um num

Envi ronnent al Consi der ati ons

Version resins are 100% VOC free. Polyester and vinyl -ester
based resin systens contain between 25% and 50% styrene, which
is a VOC. Manufacturers of conposite parts are being subjected
to increasing pressure by the EPA to reduce the use of VOC
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i nputs, both for occupational health and environnmental reasons.
End users of Version resins will not be subject to HAP-rel ated
EPA reporting requirenents, production ceilings and ancillary

conpliance costs, and will enjoy a healthier work environnent.

Intell ectual Property

We protect our intellectual property using a conbination of

pat ent protection, trademarks, |icenses, non-disclosure
agreenents and contractual provisions. David Slaback and Gai
Rycki s-Kite, enployees of Resin Systens, have assigned to us, a
Canadi an patent application and a United States patent
application which applications were nade by them and which are
important to our current business. In view of the rapid
technol ogi cal change in the conposite industry, the technical
expertise and creative skills of our technical personnel are
crucial in determ ning our future success. Qur ability to
conpete in the marketpl ace may be enhanced by our ability to
protect our proprietary information through the ownership of
patents, trade secrets, registrations and trademarks. W
attenpt to protect our trade secrets and other proprietary
information through agreenents with custonmers and suppliers,
proprietary information agreenents with enpl oyees and ot her
security measures. However, although we intend to protect our
rights vigorously, there can be no assurance that these neasures
W Il be successful. Litigation nay be necessary to enforce our
patent, trademarks or other intellectual property rights, to
protect our trade secrets, to determne the validity and scope
of the proprietary rights of others or to defend agai nst cl ains
of infringenment. To date, no intellectual property of Resin has
been invalidated or declared unenforceable.

Pat ent Applications

Qur enpl oyees, David Sl aback and Gail Ryckis-Kite, filed Canada
patent application serial nunber 2,310,166 on May 29, 2000 in
respect of "A Two Conponent Chem cally Thernoset Conposite Resin
Matrix for Use in Conposite Manufacturing Processes"” (the
"Canadi an Patent Application"”). Pursuant to an assignnent dated
June 12, 2000, M. Slaback and Ms. Ryckis-Kite assigned their
entire right, title and interest in the Canadi an Pat ent
Application to us which assignnent was registered at the
Canadi an Patent O fice on Septenber 28, 2000 under registration
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nunber 05093065.

M. Sl aback and Ms. Ryckis-Kite filed United States patent
application serial nunber 09/609, 008 on July 26, 2000 in respect
of "A Two Conponent Chemically Thernoset Conposite Resin Matrix
for Use in Conposite Manufacturing Processes” (the "U S. Patent
Application"). Pursuant to an assignnment dated June 12, 2000 M.
Sl aback and Ms. Ryckis-Kite assigned their entire right, title
and interest in the U S Patent Application to us which
assignnment was registered in the United State Patent O fice on
June 26, 2000. In April 2002, we received approval fromthe
United States Patent Ofice for all 37 clains contained in our
United States patent application filed in July 2000.

Trademar k Applications

On July 26, 2000, we filed an application to register the
Version trademark and |l ogo with the Canadian Intell ectua
Property Ofice. A US. trademark application was filed in
respect of Version on January 24, 2001 with the United States
Pat ent and Tradenark O fice, asserting priority based on the
earlier filed Canadian application. Finally, on January
25,2001, application for the Version trademark was filed with
t he European Community Tradermarks O fice, once again asserting
priority based on the Canadian filing date. Resin Systens
recei ved approval of our Version trademark for the US in June
2001 and for Canada in June 2002.

Confidentiality Policy

I n addition to our patent and trademark applications, we have
taken steps to preserve our related intellect property,

i ncl udi ng know how and trade secrets, by adhering to a
confidentiality policy. The policy provides for the execution
of confidentiality agreenments by all of our enpl oyees,
directors, officers and consultants. The policy al so provides
that we shall enter into nutual non-disclosure agreenents wth
all parties testing or working with the Version system

Physi cal security precautions in respect of the Version resin
formul ati ons are al so taken.

Ver si on Resi ns
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To date, we have focused our efforts on the creation of a
general purpose resin system being Version "G'. This
technology is the platformupon which we are building a famly
of resin products

targeted at specific performance requirenents demanded by end
users. W anticipate being able to create these targeted
performance specific products by |everaging the well known
properties of pol yurethanes, which are inherently fire

resi stant, weather resistant, chem cal/corrosion resistant,

i npact resistant and ultra-violet resistant. Variations of
Version resin under devel opnment include the follow ng in order
of priority:

Version "F" - an enhanced fire resistant (rated) resin
syst em

Version "C'- an enhanced chenical corrosion resistant resin
syst em

Version "W- an enhanced weat her resistant resin system

Version "S" - an enhanced production speed resin system
and
Version "T" - an enhanced resilience and i npact resistant

resin system

Pr ocesses

In addition to expanding the Version famly of resins, we wll
devote resources to perfecting Version resin systens for both
filament wi nding and certain closed noul ding processes, such as
resin transfer noul di ng.

Conposite Utility Pol es

In the fourth quarter of cal endar 2002 Resin Systens

comni ssioned a study on the viability of the North Anerican
utility pole market. The reason behind this study, was that
Resin has been working with a custoner, Canzeal Enterprises
Ltd., since the spring of 2002, in the manufacture of conposite
utility and light poles utilizing Version resin. Canzeal had
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devel oped a process in the filanment w nding process that
utilizes Version resin to produce prototype conposite pol es that
are highly conpetitive with existing poles.

I n Decenber of 2002, Resin announced it had signed a letter of
agreenent with Canzeal to acquire the worldwi de right, title and
interest related to the design, manufacture and distribution of
t hese conposite poles. |In the agreenment Resin would issue

3, 000, 000 common shares plus a one half purchase warrant for the
intellectual property. On January 7, 2003 Resin announced t hat
it had conpleted this transaction and that it would establish a
Canadi an manufacturing facility.

To finance the facility, related infrastructure and a

sal es/ marketing team Resin Systens announced on January 10"
2003 that it had conpleted a private placenent of $3,000, 000
(Cdn.). As at the date of this filing we are noving forward and
taki ng the necessary steps to establish such a facility in
Edront on.

Hockey Stick Shafts

Resin Systens utilizing one of its subsidiaries, has been
working with a resin custonmer, whom has a proprietary

nmet hodol ogy utilizing the pultrusion process, to develop a
hockey stick shaft. This shaft utilizes Version resin and in
t he opi nion of managenent has superior properties to those
hockey stick shafts currently available on the market. As at
the tinme of this filing, Resin Systens is in the process of
havi ng these shafts produced and is working on the
infrastructure to test market themto the general public.

STRATEG C ALLI ANCES AND WORKI NG RELATI ONSHI PS
Creative Pultrusions Inc.

Ef fective February 21, 2001 we entered into a strategic alliance
agreenment with Creative Pultrusions Inc., an internationa

| eader in the fibre reinforced conposites industry,
headquartered in Al um Bank, Pennsylvania. The agreenent, which
has an initial termof two years, calls for Creative Pul trusions
to provide technical assistance in the devel opnent of our
extended fam |y of Version resins for use in the pultrusion
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industry. In return, we have granted Creative Pultrusions a two
year exclusive right to use Version resins for two product
applications. The first application will be to inprove an

exi sting product, SuperlLoc panels for sea wall containnent, and
the second product area will be a new application, conposite
rail car conponents.

Omi gl ass Ltd.

Since April 2000, we have maintai ned a strong working
relationship with Omiglass Ltd., a Wnni peg-based pul truder and
one of the four original participants in the Version beta test.

I n August 2000, Omiglass Ltd. initiated the product testing
cycle for a conposite w ndow conmponent on behal f of one of its
custoners, a major North American w ndow and door frane

manuf acturer. The new conponent will replace a traditional stee
rei nforcenent part, or "stiffener", that reduces tw sting of the
vi nyl sash conponents in a wi ndow. These parts have
traditionally been made fromsteel, an inefficient material for
thermal insulation purposes. While other conposite resins have
been used in this application, they tend to crack or shatter in
the assenbly process due to their inherent brittleness.

As a direct result of Version "G''s denonstrated advantages to
traditional polyester resins, Omiglass Ltd. is proceeding with
two additional conponent projects for different custoners. A
speci al i zed di e has been manufactured for the first project, an
exterior frame for skylights, with production trials comencing
in March 2002. The custoner, a large North Anerican conpany,

whi ch has endorsed the project and funded all die costs, is
seeking a superior alternative to the use of alum num The
production trials and subsequent testing for the custoner have
been conpleted with success and orders are expected. A second
project, involving a maj or wi ndow coverings conpany, was
conpleted in |ate 2001

The confidence that Omiglass Ltd. has in the Version resins is
denonstrated by their recent patent application. On June 14,
2001 Omiglass Ltd. filed US patent #09/880087 "A Pul truded Part
Rei nforced by Longitudi nal and Transverse Fi bers and a Met hod of
Manuf acturing Thereof"™ which explicitly incorporates the use of
Version resin. The patent application provides data that
clearly indicates the superiority of Version resins over the
traditional polyester resins in relation to flexural properties.
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Significant resin sales are anticipated to begin by md 2002 due
to the devel opnment and marketi ng endeavours undertaken by
Omi gl ass t hroughout 2001 to its |eading U S. wi ndow custoners.

Omi gl ass has al so conducted cost analysis of utilizing the
Version resin as opposed to the traditional polyester resins.
The faster productions runs attainable through the use of
Version resins and the use of less reinforcing mat permtted by
t he high strength of the resin have indicated overall cost

savi ngs of up to 30% when conpared to the use of traditional
resins.

Manuf acturing and Distribution

NAFTA countries' demand for Version resins wll be filled from
one of three sources. Initially, all orders of less than a
truck container car (40,000 Ibs.) will be shipped from our
Ednonton facility.

Dependi ng upon regional demand in the United States and
econom cs, we may, over tine, construct additional small-scale
bl endi ng plants in the Northeast, Southeast, Texas and al ong the
California border in close proximty (one day shipping tine) to
concentrations of United States based conposite nmanufacturers.

Since Version resins are not classified as a dangerous good, we
shoul d avoid sonme of the costs and adm nistrative burden
incurred by conpetitors shipping VOC categorized products.

Shi prents can be nmade on any conmon carrier, at preferred
freight rates.

MARKETI NG AND SALES
Target Markets

The roll out of Version "G' has initially focused on the
pul trusion and filanment w nding sectors followed by certain
cl osed noul di ng processes such as resin transfer noul di ng
(“RTM).

Qur marketing strategy is to enhance, pronote and support the
fact that its pol yurethane-based conposite products are uni que
and have the ability to solve industry challenges in a cost

38



effective way. Qur nessage to the pultrusion industry wll focus
on the Version resin's superior performance features, in
particul ar increased production speeds, its VOC/ HAP free
benefits as well as new design and product applications nmade
possible for the first tinme by its unique characteristics.

Initially the primary target market for Version "G' resin is the
pultrusion industry. Version "G' has been fornmulated as a
direct replacenent for traditional resins that currently

dom nate in this market segnent. The formul ation of Version "G
all ows the customer to use existing tooling, equipnent,

enpl oyees and procedures to satisfactorily and conpetitively
manuf acture parts, in the same manner as with traditiona
resins. The only changes required are the addition of a punping
system and, possibly, an injector block at a nodest cost. If
desired, certain aspects of a custoner's existing tooling and
equi pnent can be nodified in order to further optimze the
production of parts using Version "G' resin, resulting in
enhanced speed of production and inproved product quality.

The pul trusion industry has been targeted for various reasons:

- the inherent properties of thernosetting pol yurethane
based resin systens can be used to optinmal advantage;

- the basic physical properties of the prototype Version
resins were proven to be equal or superior to traditional
resins;

- increasing pressure to restrict the use of polyester
resins, currently the resin of choice, is being brought to
bear by regul ators, including the EPA;

- the pultrusion nmarket has a | ong history of consistent
growh, with nost indicators pointing to continued or
accel erating growt h;

- products and processes that conpete with pultrusion are
experiencing greater than average cost increases;

- a few standard resin products can serve a |arge portion
of this industry's needs;

- the market is not well supported by traditional
suppliers of resin materials, either technically or
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comrercial ly:

- the market has shown a willingness to accept new and
i nnovati ve technol ogi es;

- key Resin Systens enployees are very famliar with the
t echnol ogy and busi ness aspects of this industry;

- the industry is small enough that it can be approached
on a personal basis w thout the need for |arge marketing
expendi tures, indeed, many of the key players are
personally known to key Resin Systens personnel; and

- the practices and technol ogies of this industry are
uni form t hroughout the worl d.

Wthin the pultrusion industry there are several situations
where switching to Version resins may be used to advantage by
the customer as conpared to traditional resin systens:

- increased performance of an existing product. If a
custoner is currently using vinyl-ester or epoxy resins, a
swwtch will not result in a significant increase in cost,
if any. If the custonmer is using polyester resins, a mnor
increase in cost may be experienced; generally |ess than
10% overal | ;

- a redesigned product using Version resins will enjoy the
sanme or better performance characteristics and will benefit
froma | ower cost conbination of resin and reinforcenents;

- inproved processing speeds and ot her processing
advantages will reduce the overhead conponent of a
custoner's product cost and inprove production
efficiencies;

- new product designs, based on the unique properties of
Version resins, will performfunctions that are not

physi cally possible, or not econonmically possible, using
traditional resin systens;

- production problens due to cracking and warpi ng of
profiles fromthermal stresses and shrinkage of traditiona
resins nmay be avoi ded and production speeds nmay be

i ncreased;
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- limts on production due to environnmental regulations
i nposed on traditional resin systens can be avoi ded and
i ncreased production rates enjoyed;

- workplace quality or health issues that threaten or
limt production can be reduced or elimnated; and

- reduce or avoid the tinme and costs of obtaining
environnmental regul atory approval for new production
facilities. In certain instances, this nay allow the
construction of facilities in densely popul ated areas,
whi ch are closer to markets, |abor and sources of input
mat eri al s.

These factors alone, or in conbination, may be inportant to

pul truders dependi ng upon their current situation. Version
resins offer opportunities for increased profitability and
productivity, however it will require an investnment of tinme and
creativity on the part of the custoner to fully realize these
benefits. As part of our marketing strategy, we will maintain a
hi gh | evel of technical business customer support to assist the
custoner in nmaking the appropriate decisions necessary to
maxi m ze the benefits of the Version resin systens.

Products nmade by pultruders are sold to a wide variety of

i ndustries. These products have high structural strength, are
corrosion and weat her resistant, and are light in weight.
Pul t ruded products enjoy a wi de acceptance in the follow ng

i ndustries: construction, water treatnent and water cooling
towers, electrical equipnent, autonotive, civil engineering and
i nfrastructure.

A few specific exanples of pultruded products include
reinforcenment bars for concrete structures, bridge decks,

el ectrical transm ssion |ine conponents, |ight poles,
transforners, | beans, |adders, tool handles and radi o antennas.

Fi | ament W ndi ng

A significant potential market for the use of Version resins is
t he conposite process of filanment w nding. The physica
properties of Version's pol yurethane based resin systemare
conpetitive with epoxy systens currently used in the filanent
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wi ndi ng process. The superior toughness, inpact resistance and
flexibility of Version resins will provide a significant
advant age over traditional epoxy resins.

The | argest market in the filanment w nding conposite industry is
t he manufacture of small dianmeter pipe and tubing. This tubing
is used in a variety of industries, but its primary use is

under ground pi pe where high strength and i nherent corrosion

resi stance are inportant characteristics. The primary pipe

mar ket s are petrol eum expl orati on and production and chem cal

pl ant construction. O her filanment w nding applications include
waf er softeners, water heater tanks, |arge dianeter pipe,

el ectrical conponents, utility poles and pol e extensions.

Wthin the filanment w nding industry, Version resins can be used
to advantage in the foll ow ng situations:

- they can be substituted for epoxy resins to inprove the
i npact resistance of pipe resulting in reduced danage
during shipment and installation;

- they have has greater flexibility than pipe fabricated
with traditional resin systens permtting themto be bent
further before failure. This is of particul ar advantage in
the transportation, handling, storage and installation of
pi pi ng syst ens;

- the natural high reactivity of the Version resin systens
can allow for greater production speeds, with the potenti al
to elimnate the curing cycle currently necessary for epoxy
resin systens.

One of the largest potential markets for products manufactured
using the filanment w nding process is the petrol eum expl orati on,
production and processing sector. This sector indirectly
utilizes a large quantity of small dianeter, high pressure
piping. Traditionally, this market has been serviced by steel

pi pe; however the inherent and increasingly corrosive nature of
t he product handled by the industry is a mgjor challenge.
Recently, the petroleumindustry has begun to accept the use of
conposite pipe for both new and repl acenent applications. The
added benefits of pol yurethane based resins will be a key
selling feature for this market.
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Resin Transfer Moul di ng

An additional target market is the closed noul ding process known
as Resin Transfer Mulding. This process has seen grow ng
acceptance in recent years using resins such as polyester and

vi nyl -ester because it reduces (but does not elimnate) VOC

em ssions. Use of Version resins in the RTM process offers
superior product performance and elim nates VOC s.

RTM i s used to nake conpl ex shaped products from conposite

mat erials. An exanple of a high volume RTM part is the hood and
fender structures of large transport trucks. These products are
typically custom manufactured for a wide variety of industries,
i ncludi ng autonotive, marine, recreation, industrial,
construction, infrastructure and aerospace. The RTM process is
typically chosen where a medi um sized production run (1,000 to
100, 000 units) is required for mediumto |arge size parts,
typically 0.5 square neters to 5 square neters surface area.

Advant ages of Version resins in the RTM process over traditional
resins include:

- superior toughness and resistance to cracking;
- faster speeds and increased productivity;

- elimnation of environnental issues associated with
VCOCs:;

- inproved di nmensional stability and surface quality due
to | ow shrinkage factors of Version resins; and

- conpatibility with existing noulds, tooling, equipnent,
trai ning and procedures.

RTMis a |ower cost alternative to the closed noul di ng processes
of Reaction Injection MIlding and Structural Reaction Injection
Mol di ng, both of which have been used extensively in the
autonotive industry to date. Pol yurethane based resins have been
used extensively in both these processes. Taken together, these
factors indicate that Version resins should experience positive
mar ket acceptance within the autonotive industry.

Sal es Force And Sal es Strategy
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W intend to ensure that custoner awareness, education and
technical requirenments are being supported in a professional and

effective way fromthe outset. W wll nake our chem st
avai l able to customers for advice on matters of chem stry and
manuf act uri ng processes. W have established a custoner

service center at our Ednonton facility with full scale
operating equi pnent, representative of the various conposite
manuf acturi ng processes that can benefit fromthe use of Version
resin systens. This facility will serve three inportant
purposes: (1) to provide a readily available site for
denonstration of Version resin systens using the custonmer's or
our dies, (2) to provide a readily available training facility
for education of existing and potential custoners in the

t echni ques of using Version resins, and (3) to provide a readily
accessible platformfor the ongoing research and devel opnent of
new Version resin systens. Mnagenent believes that the
establishment of this alternative site for the denonstration of
Version resins will significantly reduce the time and cost to
the custonmer for evaluation of polyurethane resin systens.

We will pronpote Version resin systens through a conbi nation of
public nedia channels. An internet web site will be devel oped
which will provide detailed technical information on the optinmum
applications and use of the Version resin systens. This site
will be targeted toward engi neering design and production
persons in the conposite industry and will provide themthe
necessary information to apply and use the Version resin
systens. In addition, a series of denonstrations will be
presented on an as-required basis, in various |ocations

t hroughout North Anerica and subsequently in other markets.
These denonstrations are designed to give production personnel

t he necessary information and exposure to techni ques for using
Version resins in regular production. A series of technical
papers will be presented, at conferences and published in
journals, on the unique properties and capabilities of the
Version resin systens. Additionally, we intend to advertise in
sel ected trade and technical journals to they pronote Version
resins.

In small er market territories, where the account potential does
not warrant the investnent of a conpany sal esperson, Resin
Systenms wi ||l endeavor to work with manufacturers
representatives or distributors to provide |ocal coverage.
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The Product Adoption and Purchasing Process

In the conposites industry, new resin product adoption generally
i nvolves the foll ow ng six stages:

1) Laboratory or pre-production trials are run using non-
commerci al test equipnment to evaluate the overall process
ability of the resin systemand to generate internal
techni cal performance data for purposes of conparison
with existing products. This will generally be foll owed
by a review by managenment to determne if the resins are
sui tabl e candi dates for further testing and eval uati on.

2) Prelimnary production trials using avail able tooling (or
tenporary nodifications to available tooling) to further
eval uate and quantify the process ability of the resin,
and to gain further technical data on the finished
product. If practical, sanples will be forwarded to the
custonmer or end user for their evaluation and testing.
Prelimnary cost and production paraneters will be
generated for the purposes of preparing fornmal
quot ati ons.

3) If, in the opinion of managenent, the resin system offers
sonme advantage (in cost, performance or environnental
i npact) a proposal or bid will be made to a potenti al
custonmer or to internal managenent for the production of
a new product. This proposal may include the cost of new
tooling or equi pnent as required to process the new resin
system

4) If and when the proposal is accepted, a series of events
nmust take place to make the production facility ready for
t he new product. These preparations may include:

- making of new nolds, dies, clanps, jigs, guides, etc. as
may be required,

- acquisition of new process equipnent, as required (i.e.
punps, m xers, dispensers, storage tanks, etc.),

- acquisition of raw materials (resin, glass, additives,
supplies, etc.),
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- nodification to process equi pnment, as required,
- training of personnel on new product or process, and

- updating of internal procedures (health, safety,
quality, environnment, etc.) for the new product or process.

5) At the appropriate tine, a short production run of the
new product is nmade for the purposes of training new
personnel and to generate a quantity of sanple products.
These sanples may require internal or third party testing
to confirmthat specifications and standards are being net.

6) Upon acceptance by the customer or managenent, and the
assurance that product costing is acceptable, the new
product is ready for regul ar schedul ed production. An
"open" purchase order will usually be issued at this tine
covering a 12 nonth period.

Typi cal resin product adoption cycles are four to eight nonths
in duration, or longer if extended testing is required. It is
comonpl ace for a manufacturer to select an initial product for
conversion to a new resin systemthat is of secondary inportance
to their operations in order to conplete evaluation with m nimum
ri sk. Dependi ng upon the success of this mnor product over a
period of time, consideration will be given to converting
products which are nore critical to our operations. In this

case, the full product adoption cycle nay be one to two years in
durati on.

Once specified, the newresin systemw || becone the standard
for the product. Changing the resin systemw || require custoner
or seni or managenent approval, and possibly further testing.
Cenerally, there are no generic equivalents to the various resin
systens used in conposite production. The resin will be naned
specifically by manufacturer and product nunber. Resin selection
is typically a senior nanagenent responsibility and is likely to
be based upon overall value of the resin system as opposed to

i ssues of commodity pricing.

Mar ket Barriers

New entrants to the resin market place nust overcone vari ous
barriers to entry. Version resin systens are fornul ated for
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speci fic conposite manufacturing processes such as pul trusion,
filament winding and resin transfer noulding. Qur personnel
have in-depth technical and production know edge of these
processes. The Version resin systens are designed and have been
confirmed to performoptinmally in these specific processes.

Qur primary target markets of pultrusion, filanent w nding and
resin transfer noulding are specialized fields of conposite
manuf acturing. Major custoners are relatively few in nunber,

wi del y di spersed geographically and are not easily accessed

t hrough typical market channels. Access to this market requires
personal recognition, integrity and a sophisticated

under standi ng of the factors that influence the processing

met hod and the industry. Qur personnel have many years of
experience within this industry and are able to approach key
menbers of the group with a high degree of credibility. New
entrants to the conposite resin market will need to establish a
high level of credibility with decision makers in order to gain
access to this market.

Resins for the conposite industry are sophisticated chem cal
products. Entrants to this market mnmust have highly educated and
experi enced personnel w th backgrounds in theoretical and
production chem stry in order to provide the necessary technica
support that custoners denmand.

The use and application of conposite resin systens is also a
technically sophisticated field. Customer service expectations
requi re advanced engi neeri ng and production expertise, not
generally available fromindustry or educational institutions.
Qur personnel have the necessary skills to provide pronpt and
t hor ough cust omer support for new product applications.

| dentifying new entrants to the resin marketplace is primarily
acconplished by participating in technical conferences and trade
shows. New entrants to the nmarketplace nmust possess the
credibility to be invited to make presentations at such
conferences and shows. Resin Systens has established, through
its personnel and working rel ationships, the necessary
credibility to gain access to these distribution channels.

Transportati on costs can represent 5% to 10% of the tota

whol esal e cost of a resin product meking regional bl ending and
distribution facilities a key success factor. These facilities
service a |local geographic area and are usually within a one-day
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shipnment tine to the end user. Market entrants that do not have
the ability to finance the construction of such facilities, or
enter into cost effective toll processing or strategic alliance
arrangenents, will be restricted from gaining significant market
share.

In the future, as environnental regulation becones increasingly
onerous, industry participants that do not have the resources to
advance their product offering through research and devel opnent
may be forced fromthe marketplace. The elimnation of resins
that contain HAPs, including styrene and other VOC s, w |
present a barrier to entry for new participants and nay have a
negative inpact on existing participants.

THE COWPCSI TE | NDUSTRY
| ndustry Participants

Broadly, the conposite industry is conprised of three,
over | appi ng, groups of participants: the major chem cal
manuf act urers and suppliers such as The Dow Chem cal Conpany,
Hunt sman Chem cal s LLC and Rei chhold Inc., processors (enploying
pul trusion, filanment-w nding, open noul ding and cl osed noul di ng
nmet hods) such as Creative Pultrusions, Inc. and Omiglass Ltd.,
whi ch fabricate parts for the third category, nmanufacturers of
particul ar products, such as wi ndow franmes and tel ephone pol es.

Mar ket for Thernosetting Resins

Thernoset resins (as distinct fromthernopl astics) are our
target market. The follow ng chart sumrari zes the entire U S
mar ket for resins in 2001, exclusive of reinforcenent, fillers
and additives.

United States Production, Sales & Captive Use, 2001 versus 2000

(mllions of pounds, dry weight basis) (Y

Resin U.S. Production Total Sales & Captive Use
2001 2000* % Change 2001 2000* | % Change
2001/ 2000 2001/ 2000
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Epoxy (@ 601 693 -13.3 597 669 10. 8

Urea and Mel am ne 3,040 3,169 -4.1 3,021 3,149 | -4.1

(3)

Phenolic (3 4, 362 4, 353 0.2 3,894 3,965 | -1.8

Total Thernosets 8,003 8,215 -2.6 7,512 7,783 | -3.5

Ther nopl astic 6, 898 7,029 -1.9 6,972 7,239 | -3.7

Pol yester (2(4

O her 73,558 77,177 -4.7 74,754 | 77,31 | -3.2

Ther nopl astics 4

Tot al 80, 456 84, 206 -4.5 81,726 | 84,72 | -3.3

Ther nopl astics 6

Engi neeri ng Resins 2,542 2,992 -15.2 2,639 2,876 | -8.2

(3)

Al Oher ® 10,108 | 10,768 | -6.1 10,081 | 10,72 | -6.0
8

Total Engi neering & 12, 650 13, 760 -8.1 12,720 | 13,60 | -6.5

O her 4

GRAND TOTAL 101, 10 106, 18 -4.8 101,95 | 105,9 | -3.8

9 1 8 40

* 2001 data for polystyrene and thernopl astic pol yester have
been adjusted to provide valid year-to-year conparisons.

1. Except Phenolic resins, which are reported on a gross wei ght
basi s.

2. Sales & Captive Use data include inports.

3. Canadi an production and sal es data i ncl uded.

4. Canadi an and Mexi can production and sal es data included.

5. Includes pol yurethanes, unsaturated (thernoset) polyester,
and ot her resins.

Source: APC Plastics Industry Producers Statistics Goup, as conpiled by
VERSI S Consul ting, LLC, APC

| NDUSTRY TRENDS
Growt h of Conposite Market

The Conposites Fabricators Associ ati on expected North Anerican
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conposites shipnments to decline by 13.6 percent in 2001, but
rebound i n 2002.

The followi ng statistics are from an QOctober 2001 report
prepared for the United Kingdom Departnent of Trade and

| ndustry, which explored some of the trends currently facing the
wor | dwi de conposites industry. Conposites are expected to grow
at a rate of at least 35%in Infrastructure Applications, with

t he strongest growth in bridges and repair/strengtheni ng of
reinforced concrete structures. One area, allied to
construction, that is seeing nassive growh is wind energy, with
i ncreasing use of conposites for turbine blades, in particular.

Conposites of wood and polynmers are growing fast in North
Anmerica and are widely expected to follow suit in Europe,
particularly for decks, railing systens, and rel ated outdoor
structures. The market for pol ynmer-wood conposites has reached
318,000 tonnes in North Anerica and is projected to nore than
doubl e by 2005.

Transportation is one of the |argest markets for conposites,

al t hough not the high gromh area. In the US., the use of
reinforced thernoset conposites by car manufacturers has nearly
doubled in the | ast decade, |argely because conposites have

i ncreasingly been chosen, by original equi pnment manufacturers to
repl ace steel for body panels and structural conponents. In
Europe the trend is toward thernopl astics, alnost to the

excl usi on of thernosets.

In parallel with the trends in the markets, significant trends
in technol ogi es have energed in recent years and are conti nui ng.
These trends revolve around the materials and process

t echnol ogi es used to neet the nmarket demands, or to neet other
requi renments such as | egislation.

Manuf acturing processes show a clear trend toward hi gher-skill,
nore capital intensive processes such as resin infusion and
resin transfer nmoulding (RTM. Qher increases in processes such
as pultrusion, injection noulding and filanment w nding reinforce
the trend towards higher |evels of sophistication, cleanliness
and aut omati on.

The overall revenue of the U S. conposites industry is
approxi mately US$5.6 billion, and is forecast to grow at an
average of 2.6% per annumto 2005. It is estimated that North
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Anerica has 31%of the finished product tonnage, followed by
Western Europe with 27% and Asia-Pacific with 26%

Unnet Conposite Demand

The conposite industry, particularly |arger manufacturers, are
currently operating well below capacity, with significant unnet
demand due to EPA regul ation of Hazardous Air Pollutants. This
trend is anticipated to continue forcing industry participants
to seek new avenues of regulatory conpliance through the use of
HAP and VOC free raw materi al s.

| ncreasi ng Environnmental Regul ation

The U.S. thernoses resin industry is under intense scrutiny over
t he use of styrene based pol yesters and vinyl esters, and the
production of harnful "greenhouse" gases or HAPs. The EPA's
regul atory guidelines are expected to becone increasingly
restrictive, resulting in increased financial and adm nistrative
burdens for manufacturers. Specifically, it is anticipated that
the EPA will introduce |egislation further restricting the use
of resins containing VOCs, as well as requiring the purchase and
installation of supplenental equipnment, such as scrubbers, to
reduce VOCs in the workplace and in atnospheric em ssions. These
legislative initiatives, in whatever formthe EPA proposes, wl|
add consi derabl e expense to those manufacturers that continue to
use traditional resins. Asimlar trend is evolving in the

Provi nce of Ontario.

COVPETI TI ON
Conpetitive Conpanies

The resin industry can be segnmented into three broad categories:
divisions of nultinational conglonerates; diversified md-sized
producers and nunerous speci alized regional conpanies. Market
share is relatively fragnented with no single manufacturer

hol ding a dom nant position.

The large nultinational congl onerates include Huntsman
International, LLC, Mnnesota Mning & Manufacturing Conpany,
Ownens- Cor ni ng Fi bergl ass Technol ogies Inc., Reichhold Inc., The
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Dow Chem cal Conpany, AOC and Ashland Inc. Al of these
conpani es have annual sales in the billions of dollars and
provi de a wi de range of raw chemi cals, conposite resins and
epoxi es that can neet nost nmanufacturers' conplete requirenents.

The nul tinationals each produce a variety of resin products that
supply a nunber of industries, including the conposites

i ndustry. Wthin the conposites industry, each manufacturer wl|
produce a nunber of resins, usually 10 to 50 different
formul ati ons, which will be nade generally available to the

i ndustry. Custoners select their resins fromthese standard
products, and either use themdirectly or nodify themfor use in
their process. In many cases, the conpetitive resin formul ations
are interchangeabl e between suppliers, resulting in "comodity"
pur chasi ng practices based on price. Only a snmall nunber of
resin formul ations, specifically in the (relatively small)
corrosi on equi pnent fabrication market, are recogni zed and

pur chased on the basis of brand names.

The | ast decade has seen a consolidation in the conposite resin
supply industry. The nunber of resin suppliers has dropped
dramatically as | arger conpani es have bought up snaller
conpani es. Consequently, fewer resin fornulations are currently
avail abl e conpared to a decade ago. In general, the resin
industry is running at or near capacity, wth supplies keeping
pace with increases in conmposites industry growh. There do not
appear to be trends towards reduction in prices or

di versification of fornmulations within the current conposite
resin supply industry.

| ndustrial conposite resins are marketed either directly (to
maj or custoners) or through distributors. Generally, ngjor
custoners are considered to be in excess of US. $1nmllionin
sales annually. Direct narketing is generally based on tank
truck |l oad quantities. Marketing through distribution is
typified by drumor tote quantities. Depending upon quantities,
some custoners may accept resin fromseveral sources; m Xing
direct sales and distribution sales according to different
needs. Resin prices for direct sales are generally based on year
to year contracts, negotiated directly with the resin

manuf acturer. Distribution sales are generally based on standard
price lists, although discounts and rebates nmay be applied for

| arger custoners.

There are two national and | ess than a dozen nmjor regiona
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di stribution conpanies catering to the industrial conposites
industry. Additionally, there are a nmultitude of smaller
distributors in localized or specialty markets. It is not
uncommon for a single distributor to handle resins from

di fferent chem cal conpanies; even for generically simlar
formul ations. The primary val ue added by the distributor is

| ocal warehousing and snall batch delivery. A general
characteristic of all distributors is that they lack in-depth
techni cal know edge cn the broad variety of products that they
sel | .

| n-depth technical service to the resin user is, in general,
provided directly by the resin manufacturer. Each resin

manuf acturer maintains a small, but highly skilled, technical
service group to resolve the needs of the users. Oten, even
anong the |arger chem cal conpanies, there is only limted
personnel to cover the needs of the entire industry. As a
consequence, only the largest or nobst vocal of custoners is
recei ving professional technical support.

Resin believes a significant threat to busi ness success may cone
fromresearch and devel opnent arnms of nultinational chem ca
conpani es. They have significant resources, both financial and
technical, and are in the position to evaluate the scope and
potential of the marketpl ace.

COVPETI Tl VE PRODUCTS
Gener al

The vast majority of conposite resins are sold in the industrial
mar ket place as distinct fromthe small, highly specialized,
aerospace industry with its exceptionally denmandi ng perfornance
requi renents. Al though the pol yurethane based Version resins
provi de superior physical properties to sone resins used in the
aerospace sector, this is not an industry W are currently
targeting.

In the pultrusion and filament w nding industry, the major
conpetitors to Version resins include any of the traditiona
thernosetting resin materials: polyester, vinyl-ester and epoxy.
Pol yesters have generally good physical properties and can be
used in a wide variety of applications. Their mgjor limtation
is that they are sonehhat brittle naterials and have rel atively
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poor strength properties. Vinyl-ester and epoxy resins are
generally stronger, and give inproved properties of shear and
transverse strength, conpared to polyester. Typical vinylester
and epoxy pricing is 150%to 250% of the cost off pol yester
mat eri al s.

Phenol i cs

In certain pultruston and filanment w nding applications phenolic
resins are used. The primary advantage of phenolics is their
resistance to fire, however they are generally nore brittle and
weaker than pol yester resins. W anticipate that the natural
fire retarding capabilities of certain formulations of Version
resin can be applied to products requiring fire resistance.
Phenolic resins woul d be considered conpetitors to such
formulations. Currently, only a very small anmount of phenolic
resin is used in the industrial conposites field, and as such
the pricing of the resin is consistent with small vol une,
specialty products, and is therefore nore costly than Version
resins.

Epoxi es

Al t hough epoxi es have been used extensively in the aerospace

i ndustry, their use in industrial conposites has been |imted.
The exception is small dianeter filanment wound pi pe where
epoxi es have been the material of choice due to higher strength
and i npact resistance. Many of the sane factors that favour the
use of Version resins, also favour epoxies. Like Version resins,
epoxi es do not contain VOC s and are relatively easy to handl e,
ship and store. Epoxies can be formul ated for extended curing
times, which current Version resins cannot. Conversely, epoxies
need extended el evated cure cycles to reach maxi mum properties
whereas Version resins can be cured quickly at roomor slightly
el evated tenperatures. In general, epoxies are nore difficult to
process and cure than Version resins. Epoxies have experienced a
rapid growth in the industrial conposites industry in recent
years, generally at the expense of polyesters. Epoxies have the
potential to conpete with Version resins, especially if epoxy
pricing can be reduced to approximate pol yester pricing.

Ther nopl asti cs
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Al t hough the vast majority of industrial conposite materials are
t hernosetting resins, there have been recent devel opnents of
conposite materials using thernoplastic materials. Thernopl astic
versions of both urethane and pol yester chem stries, as well as
nore common thernoplastic materials such as pol yet hyl ene and

pol ypropyl ene, have been denonstrated in the pultrusion process.
These thernopl astics have significant cost advantages over
traditional thernosetting materials, generally costing 30%to
50% of those materials. Processing speeds can be quite high,

al though to date this has been |imted to thin profiles (ea.
sheeting). An advantage of the thernoplastic pultrusion sanples
exanm ned. to date is that they have very high toughness and

i npact resistance. Di sadvantages include poor surface quality,
porosity, relatively |ow strength, poor weather resistance and
[imted application under high tenperature conditions (150°
Fahrenheit and above).

Speci fi c exanpl es of thernoplastic pultrusion products arcs

"Ful crum manuf actured by The Dow Chem cal Conpany and "Tw nt ex"
by Sai nt- Gobain Vetrotex Anerica, Inc. These products may
conpete with Version resins as thernoplastic technol ogy further
devel ops and prices are reduced.

Substi tutes

There are several substitute materials that can be viewed as
conpetition to conposite materials. These include traditional
buil ding materials such as wood, steel, alumnium plastics and
reinforced concrete. Currently, alumniumis the material that
is nost directly substitutable for pultruded conposite
mat eri als, although in certain circunstances wood and steel nay
be alternate materials. Wth recent rises in energy prices,

al um ni um has becone rel atively nore expensive; opening the door
for substitution by pultruded resin products. However, a
reduction in the cost of alumniummay result in custoners
returning to alumniumfor certain applications.

Envi ronnent al Conpli ance

In terns of environnmental regulation, it is possible for
manufacturers utilizing traditional resins to reduce em ssion
| evel s by installing and operating suitable pollution control
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equi pnent. However, this equipnent is costly to purchase and
operate, and does not conpletely renove all hazards or
regul atory conpliance issues associated with VOC s

Raw Materi al s

Resin Systens has used in the past and is still able to use
numer ous suppliers, in order to produce Version resin. In the
opi ni on of managenent, we are not at risk of non-supply from any
one supplier as we have the capability to switch suppliers for
any particul ar conponent of Version resin. The risk, if any,
relates to pricing of the conponents to which managenent feels
it is maximzing its advantage. At present the utilizing of one
supplier for a particular nunber of the chem cals required
maxi m zes the price discount that Resin receives and enabl es us
to |l everage our pricing to custoners and potential custoners.

As vol unes increase, managenent believes that it may further

i ncrease this | everage, however should there be an issue of
supply it will not hesitate to find alternative suppliers in
order to deliver Version resin to our custoners.

C. Organi zational Structure

We have six subsidiary conpanies of which five are wholly owned
and one is 85% owned. The wholly owned subsidiaries are Resin
Systens I ncorporated, Resin Systens International Ltd., Resin
Systens Sales Limted, Uni-Seal USA Ltd., and Uni-Seal Canada
Inc. The 85% owned subsidiary is Uni-Seal Moul ding Technol ogi es
Inc. Al of the subsidiaries are inactive at this time, however
Resin Systens | ncorporated was active for the first quarter of
fiscal 2002.

D. Property, Plant, and Equi pnent

Research and devel opnent and bl endi ng of products takes place at
the 21,000 square foot blending plant at our headquarters which
al so serves as the head office |ocated at 14604 - 115A Avenue,
Ednonton, Al berta, T5M 3C5. The primary | ease on this property
expires on January 31, 2007. W have the option to extend the

| ease for a further five years. Resin Systens has no other
properties.

We have purchased as at the date of this filing, froma private
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firmin Ednonton, a pultrusion machine that we use for testing
and producing pultruded parts for select clients.

| TEM 5. OPERATI NG AND FI NANCI AL REVI EW AND PROSPECTS

Thi s di scussi on and anal ysis of our operating results and
financial position should be read in conjunction with the
financial statenents and the notes thereto formng a part of
this Statenment. Additionally, the reader should refer to the
sections entitled "R sk Factors" and "Sel ected Financi al Data"

di sclosed in this docunent. |In additions to historical
information referred to as at financial statenent date, the
foll owi ng discussion will contain nanagenent's interpretation of

events that have occurred subsequent to that date.

The financial statenents presented utilize Canadian generally
accepted accounting principals [CON GAAP] and any differences
bet ween Canadi an and United States generally accepted accounting
principals [US GAAP] are addressed in Note 17 of the August 31,
2002, 2001 and 2000 financial statenments. In utilizing CDN GAAP
managenment is required to make certain estimtes, judgnments and
assunptions that we believe are reasonabl e based upon the
information avail able. These estimtes and assunptions affect
the reported anmounts of the assets and liabilities at the date
of the financial statenents and the reported anmobunts of revenues
and expenses during the periods presented.

In the spirit of conpliance with disclosure of our critical
accounting policies, included in the acconpanying Audited

Fi nanci al Statenments of August 31, 2002, the reader is urged to
incorporate into their reading of this docunent the accounting
policies presented in Note 2. Additionally, the reader is urged
to read Note 9 in the financial statements as it relates to the
comm tnments incurred.

Qur primary source of revenue has been fromour proprietary Uni -
Seal industrial coatings. W have limted success with this
product, the main reason being, the tine-line required for
custoners to adopt an industrial coating. This tine-line
requires that sanple test projects out performthe custoners

exi sting product of choice and this usually is neasured in
years.

As an outgrowth of the industrial coatings, we have devel oped a
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conposite resin ("Version") that does not contain any volatile
organi ¢ conpounds (VOC s). In fiscal 2000, we concentrated our
efforts on further devel opnent and pre-commercialization the
Versi on conposite resin. W have continued to service existing
i ndustrial coating custoners but has not pursued expansion of
this segnent owng to |imted success based on tine-1ine

requi renents nmenti oned above.

A OQperating Results

Year Ended August 31, 2002 Conpared Wth Year Ended August 31,
2001.

During the fiscal year ended August 31, 2002, we revised our
operations and instituted a new business plan. As a result of
this revision, we closed our U S. subsidiary office (Resin
Systens | ncorporated) and reduced our staffing | evels in both
the U S. and Canada. Managenent's primary reason for these
reductions stens fromthe poor econom c outl ook for the
conposite industry in the United States and the |ack of
significant in-roads in the conposite market prior to these
reductions. W continue to service our custonmers from our
Ednonton office and will re-establish a U S. presence as soon as
econom c conditions permt.

Under this revised business plan we extended the use of our in-
house pul trusi on equi pnent previously used exclusively for
research and devel opnent, to produce end user conposite

pul truded parts. To this end, we received a m ni num annual
comm t nent of $500,000 (Cdn) froma U S. based construction
supply firm Managenent anticipated that this conmtnent would
commence i nmediately and that it would spur the adoption of our
Version resin systemin the conposite market. This conm tnent
was seen as noving us into the end product manufacturing sector
and addi ng anot her dinmension to our set of capabilities. As the
year progressed, the construction firmdid not take delivery of
over 4% of this mninmumcommtnent. Mnagenent viewed the cost
of litigation to establish damages as not economically feasible.

Additionally, we sold our Uni-Seal USA Ltd. subsidiary's |and
and building for gross proceeds of $75,000 U. S

Operations in the opinion of managenent constitute one business
segnent .
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Revenues for the year ended 2002 were 27% or $74,000 higher than
those for 2001 as a result of the poor econom c outl ook in
conposites and in spite of a long cool spring in 2001 which is
detrinmental to coatings sales.

Total expenses before under-noted itenms were down narginally,
$7,736, owing to increases in cost of sales, direct and product
devel opnent, and anortization, while all other expense captions
have reported deceases.

Cost of Sales as a percentage of revenue is higher by 9% ow ng
exclusively to product m x.

Di rect and product devel opnment expenses increased $468, 151 over
| ast year as a result of our devel opnent of two new Version
resins, specifically, Version F and S, as well as, the retention
of the Al berta Research Council ("ARC') to provide testing data
on the Version line. The initial expense for ARC was
approxi mat el y $185, 000. Another contributing factor to this

i ncrease was the reorgani zati on of the departnent and the
gearing up to do "in-house" pultrusion.

Mar keting and busi ness devel opnment costs decreased $231, 155.
This decrease is mainly due to the closing of the U S. office
and the reduction of personnel in Canada and the U. S. for this
caption.

General and admi ni stration expenses decreased $279, 092. This
decrease is attributable to a reduction in staff in the Ednonton
of fice anpbunting to approxi mately $140, 000 and reduced
professional fees. |In fiscal 2001, we spent significant suns in
maki ng application to the SEC as well as preparation of
debenture financing docunentation.

| nterest and ot her charges recorded a reduction of $40,607 ow ng
to the conversion of previous Note Payable debt into equity as
di sclosed in Notes 7 and 8 in the acconpanyi ng financi al

st at enent s.

Wite-down of capital and intangible assets are significantly

| ower than 2001 as in 2001 we wote down our devel opnent costs
relating to Version resin which had been previously capitalized.
In fiscal 2002 we wote down the | ease-hold inprovenents we had
capitalized while in our fornmer |ocation in Ednonton.
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Net |l oss for the year was 34% | ower than 2001 or approxi mately
$888, 000 of which the majority cane fromthe wite-down of
i ntangi bl e assets nentioned above.

U S. GAAP Reconciliation

Note 17 of the acconpanyi ng Consolidated Financial Statenents
set forth the differences between Canadi an generally accepted
accounting principals ["Cdn GAAP'] and changes required to
conformthe statenents to U S. generally accepted accounti ng
principals ["US GAAP"]. The note explains the differences
relating to: intangi ble assets, wite-down of capital assets,
revenue and cost of sales, stock based conpensati on and shares
to be issued as relate to Cdn GAAP and the changes required to
conformto US GAAP

I ncluded in the note are detailed reconciliations for

Conpr ehensi ve Loss, Retained Deficit and the inpact of Bal ance
Sheet itens that change owing to the differences in GAAP. Pl ease
refer to this note for reconciliations for the fiscal years
2002, 2001 and 2000 as well as an expl anati on of openi ng share
capital for fiscal 1999 under "Inpact of bal ance sheet itens".

Year Ended August 31, 2001 Conpared Wth Year Ended August 31,
2000.

During fiscal 2001, we began the commercialization process of
our Version "G resin. In this step, potential clients were
identified and approached, and our staff provided in-house
denonstrations with Version "G' resin and the processes invol ved
in taking advantage of its characteristics.

As nentioned above, reported revenues are strictly fromthe sale
of Uni-Seal coatings and reflect our focus of conmmtting
resources to the Version resin product |ine devel opnent. The
drastic reduction in sales relates to our divesting of
application personnel and |ack of application equipnment sales.
Overall sales were down $396,000 in fiscal 2001 as conpared to
fiscal 2000. In fiscal 2000, we sold over $160,000 in Uni -Seal
application equipment while in fiscal 2001 sales were zero.
Additionally, sales in Canada of Uni-Seal product were $443, 000
in fiscal 2000 where as they were $97,000 in 2001, however sales
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into the United States were $132,000 in 2001 while only $52, 000
in 2000.

Total expenses increased 3% or $68, 381 over 2000 owing to
increases in a nunber of areas, nost notably marketing and
general and adm nistrative.

Cost of sales as a percentage of sales inproved 23% from 2001.
This is attributable to enhanced inventory control and product
m x sold in 2001.

Marketing costs increased $150, 456 or 38% over the previous
year. The majority of these costs, $105,000 or 70% relate to
t he establishnent and staffing of a sales office in the United
States. The primary objective of this operation was to identify
and establish a client base for our Version resin. As noted
above, this office was closed in fiscal 2002 owi ng to a saggi ng
economic climate in the conposite industry. The renaining
$45,000 is equally split between | abor and sanpl es.

General and administrative costs increased $563, 646 or 106% i n
fiscal 2001. Only $35,000 or 6% relate to the United States

of fice of which $18,000 were for rental of office space and
furni shings and $12, 000 for professional fees in establishnment
and mai nt enance of the subsidiary. Qur Ednonton office saw an

i ncrease of $527,648 over fiscal 2000. O these costs the nost
not abl e are; rent $45,000, |abor $159, 000, and professional fees
$285, 000. Rental costs in fiscal 2000 were less than half the
ampunt above owing to the fact that Resin Systens had owned the
| and and buil ding before entering into a sales / | ease back
agreenent. O the |abor increases, over athird relate to the
salary of the forner President and CEQ, John M:Crae, consistent
with his contract his salary increased from $60, 000 to $120, 000
per annum The bal ance relates to additional personnel and

sal ary increases. Professional fees relate to three primry
areas: fund raising, investor relations and other m scell aneous
fees. The fund raising fees were approxi mately $171, 000 of which
$93,000 relate to our initial undertaking to establish a U S
tradi ng base for its sharehol ders, the remaining $78,000 rel ate
to general capital raising information fromconsultants.
$58,000 relate to investor relations activities as we used a
firmto co-ordinate and publicize activities which it undert ook
in fiscal 2001. The renmining $56, 000 relate to personnel
procurenent fees and additional consultants used in deriving an
overal | business strategy.
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I ncreases in interest and other charges, relate to interest on
Not es Payabl e, which were not present in 2000.

In fiscal 2001, we wote off the majority of our capitalization
in intangibles in the amount of $775,661. This wite down was
primarily made up of devel opment costs for Version resin, and we
felt it prudent to reduce these costs as recovery of themcould
not be reasonably be regarded as assured.

Additionally, we wote down our |land and building |located in
United States by $49,744 to nore closely reflect the market
val ue of these assets that were subsequently sold in fisca
2002.

The net loss for the year was 2. 5% or approxi mately $66, 000 | ess
t han 2000 after taking into consideration wite-downs of assets.

B. Liquidity and Capital Resources
Year Ended August 31, 2002

To date we have found ourselves required to raise funds for
research and devel opnent, capital asset acquisitions and worKking
capi tal through the issuance of capital stock. |In the year
ended August 31, 2002 we had negative cash flow from operations
of $1,471,369 as per the Consolidated Statenments of Cash Fl ow
To augnent this shortfall, we raised $1, 234, 467 net of
transacti on costs, through a private placenent, as well as, paid
of f $200, 000 in notes payable issued in fiscal 2001 and
converted $739, 000 of notes payable raised in fiscal 2002 to
equity upon entering into an agreenent with the Nati onal
Research Council ("NRC'). (See Notes 7, 8 and 15 of the
financial statenents.)

To assist in funding future research and devel opnent we entered
into an agreenent with the NRC in April of 2002. Under this
arrangenent we will receive up to $400,000 for pre-

commerci alization of our Version F and Version S resins. W are
required to repay these fund conmencing June 1, 2005 at the rate
of 1.9%of gross revenue (see note 15 in the acconpanying
financial statenents).

W al so entered into an agreement with the Al berta Research
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Council ("ARC"') in April 2002 to provide us with research and
devel opment services on its Version resin system The ARC will
provi de up to $500,000 in research and devel opnment services in
exchange for the nonetary equivalent in common shares (see note
15 in the acconpanyi ng financial statenents).

On Decenber 2, 2002, we comrenced a private placenent financing
to raise a maxi mum of $3,000,000. This financing will enable us
to establish a fully operational manufacturing facility,
infrastructure and marketing/sales teamto comercialize the
manuf act ure and sal e of conposite poles (see note 16 in the
acconpanyi ng financial statenents).

Working capital as at August 31, 2002 was $893, 178 which in
managenents opinion will, with the financing nmentioned above,
fund our operations for twelve nonths and the establishnent of a
Canadi an manufacturing facility. However, for the establishnment
of a U S. manufacturing facility, managenent believes it may
requi re additional funding dependent on the time this project is
undertaken and the contribution the Canadi an operation could
make to the capital requirenents.

Year Ended August 31, 2001

For the year, we had a negative cash flow from operations of

$1, 766, 794 as per the Cash Flow statenment. Managenent, during
the year, wote down the | and and building we held in the United
States to nore closely reflect the fair nmarket value of the
property, which was sold subsequent to year end.

During the year we conpleted three funding projects nanely, an
of fering menorandum the issuance of Notes Payable (see Note 7
in the financial statenents) and a prospectus. As noted in note
7, all but $300,000 (principal sum of the Notes Payabl e hol ders
el ected to partake in the prospectus which provided those
individuals with a premumfor exercising this option. No other
debt is outstanding at the end of the year.

During the year, we purchased production related equipnment in
order to nore efficiently fill expected orders of our Version
resin. Additionally, Resin Systens sold equipnent related to
the industrial coatings conponent of the business which we had
not used in sone tine. Finally, intangible assets which had
been capitalized during the prior year to nanagenents' decision
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to wite down these costs as indicated above.

Wirking capital as at August 31, 2001 was $177,896 and in
managenents' opinion is sufficient to fund Conpany operations
for a period of three nonths. Gven this term managenent has
undertaken to i ssue Prom ssory Convertible Notes subsequent to
year end as disclosed in note 16 of the financial statenents.

Year Ended August 31, 2000

For the year we had a negative cash flow from operati ons of
$785, 165 as per the Cash Flow statenment. During the year,
managenent decided to wite down inventory and intangi bl e assets
that relate to industrial coatings owing to our change of focus
i n devel opi ng our Version conposite resin. Additionally, we
wote down the carrying value of our |and and buil ding we held
in the United States.

W raised $387,633 net of transaction costs on the issue of
comon shares as well as reduced Long-term Debt by $211, 211

t hrough the sale of our |land and building held in Ednonton.
During the year we purchased incidental equipnent for sales and
mar keting to allow for denonstrations of the Version resin at
potential custoners' |ocations. Additionally, pursuant to the
sal e of our prem ses, we entered into a | ease arrangenent with
terns that it advance a security deposit along with prepaid rent
for the period of the | ease. Proceeds fromsale of assets
represent the sales of the above nentioned premi ses as well as a
vehicle and trailers which we were no longer using. Finally, we
capitalized intangi ble costs related to the devel opnent of the
Ver si on conposite resin which is perm ssible under Canadi an
general ly accepted accounting principals.

Wirking capital for the year ended August 31, 2000 was $326, 834
whi ch managenent believes will fund our operations for three
months. To this end, we, at year end, were in the process of
finalizing an of fering nmenorandum which we anticipate will fund
operations into the new fiscal year

C. Research and Devel opnent, Patents and Licenses

Research and devel opnment has represented a nmgj or investnent for
us over the past years. For the year ended August 31, 1999, we

64



spent $726,032 on research and devel opnent activity. This was
the |l ast year that any funds were spent on the Uni - Sea

products. For the years ended August 31, 2000 and 2001, spent
$229, 882 and $163, 891 respectively, on direct and product

devel oprment expense, wi th another $423, 003 spent during the year
ended August 31, 2002. While the research phase for our Version
resin programis substantially conplete, ongoing product

devel opnent and testing will remain a key activity for us.

W entered into a strategic agreenent with Creative Pul trusions,
Inc. in February 2001, for an initial termof two years.
Creative Pultrusion wll be providing technical assistance in

t he devel opnent of extended fami |y of Version resins.

Managenent anticipates this will help reduce devel opnent costs
in the future

We protect our intellectual property using a conbination of
patent protection, tradenmarks, |icenses, non-disclosure
agreenents and contractual provisions. David Slaback and Gai
Rycki s-Kite, our enployees, have assigned to us a Canadi an
patent application and a United States patent application which
applications were made by them and which are inportant to our
current business. In fiscal 2002, Resin Systens received its US
patent on all 37 clains contained in it.

D. Trend | nformati on

We have designed and are offering Version "G' as a "traditional
resin replacenment” product. Although our internal cost
structure, in particular unit costs, permts direct conpetition
agai nst the vast mgjority of current coomodity resins, our
initial strategy will be to focus on prem um pricing
opportunities based on Version's unique features and potenti al
for new product applications.

Commodi ty pol yester resin systens, once readied for production
by the end user (who typically add other ingredients such as
moul d rel eases, fillers, pignentation, ultra-violet inhibitors,
etc.), cost approximately U S. $1.20 per pound. Today's higher
performance epoxy resin systens cost in the range of U S. $1.90
to U.S. $2.30 per pound.

Qur current cost is approximately U. S. $1.20 per pound, based on
| ow vol une i nput chem cal econonics.
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Based on a cost of U S. $1.20 per pound, we intend to set an

i ntroductory price of approxinmately U S. $1.80 per pound, which
falls between current polyester and high-end (epoxy) resin
pricing. This price point will permt us to offer a new product
Wi th pol yurethane properties at a conpetitive price in an under
servi ced market.

We anticipate operating margins in the 25%to 35%range during
t he product introduction stage. The potential for inprovenent
with in-house or strategic alliance manufacturing will nove

t hese margins towards the 50% range dependent upon the specific
mar ket approached. Pricing and margins for Version "G

vari ations produced for specific purposes, such as Version "F"
"C', "W, "T" and "S" or incorporating recycled crunb rubber

wi || command hi gher pricing and hence hi gher operating margins.

We are not aware of any trends related to purchasing, sales,
inventory or otherwi se, or any uncertainties, demands,

conm tments or events which are reasonably likely to have a
material effect upon the net sales or revenues, liquidity or
capital resources, or that would cause reported financi al

i nformati on not necessarily to be indicative of future operating
financial condition.

| TEM 6. DI RECTORS, SENI OR MANAGEMENT AND EMPLOYEES
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A. Directors and Seni or

Management

The followi ng table sets forth the names of Resin's directors

and executive officers

NAMVE AND COFFI CE HELD PRI NCI PAL BUSI NESS ACTI VI TI ES PERFORMED QUTSI DE THE

IN RESI N SYSTEMS ACGE COVPANY DURI NG THE PAST FI VE YEARS

Dr. Brian Carpenter 55 One of the original founders of Resin Systenms and

Chai rman and Director Chai rman since 1995. President of BYO Bal ance Ltd.
a holistic health care facility, since 1990.

G eg Pendura 54 One of the original founders of Resin Systems and

Presi dent and CEO, and Presi dent and Chief Executive Oficer since July 3,

Di rector 2001. Executive Vice President and Director of
Resin Systems fromJuly 1995 until July 3, 2001.

Davi d Sl aback 41 Vi ce President of Qperations since August 2002.

Vi ce President Director, Custoner Relations and Technical System

Qper ations and of Resin from March 1999 until August 2002. From

Di rector Sept enber 1998 until March 1999 Vice President of
Uni - Seal USA, Ltd. Prior thereto, Vice President
of Uni - Seal Coatings Conpany, an industrial
coatings conpany, from 1992 to Septenber 1998.

Len Danard 55 Director of Resin Systens since Septenber 17, 1998.

Di rector Presi dent of Anglo Swi ss Resources Inc. a junior
m neral exploration conpany |listed on the Canadi an
Venture Exchange, from Decenber 1992 to present.

Dwayne Hunka 45 Director of Resin Systems since Septenber 17, 1998.

Di rector Vi ce President and Manager of Waiward Steel Ltd., a
steel fabrication conpany, since 1978.

Dougl as Gri ndst af f 62 Director of Resin Systens since .

Di rector Since retiring fromhis position of President of
Genesco in 1994, he has served as an independent
busi ness consul tant and served on several corporate
boards. He is presently a board nenber of PienGen
Medi cal .

Keith Gerrard 47 Controller of Resin Systens since April 2000.

Controller Prior thereto, Controller of Cage Transport Ltd.,
an oilfield transport company, since February 1997.
Prior thereto Plant Controller, Centennial Food
Corp., a food processing conpany.

To our know edge, there are no arrangenents or understandi ngs

bet ween us and any director or executive officer and any ot her
person pursuant to which such director or executive officer was
selected and there is no famly relationship between any such
director or executive officer and any other such director or
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executive officer.

B. Conpensati on

We do not pay fees to directors, but fromtine to time have
granted stock options to directors. In addition, directors are
rei mbursed for their out-of-pocket expenses incurred in carrying
out their duties as directors.

Executive O ficers

Al berta securities legislation requires disclosure of
particul ars of conpensation paid to the Executive Oficers by us
or any of our subsidiaries for services rendered during the nost
recently conpleted financial year. For these purposes,
"Executive Oficer" neans:

- the chairman and any vice president of the board of
directors who perfornms the functions of that office on a
full -time basis;

- the president or any vice president in charge of a
princi pal business unit such as sales, finance or
production; or

- any officer of Resin Systens or any subsidiary who
perfornms a policy making function in respect of Resin
Systens, whether or not that officer is also a director of
Resin Systens or such subsidiary.

- Simlarly, British Colunbia securities |egislation
requires disclosure of particulars of conpensation paid to
each of the follow ng "Nanmed Executive Oficer” in each of
the three nost recently conpleted fiscal years:

- the chief executive officer or an individual who acted
in asimlar capacity at any tinme during the nost recently
conpl eted financial year;

- each of the four nost highly conpensated executive

of ficers who were serving as executive officers at the end
of the nost recently conpleted financial year, and whose
total salary and bonus exceeds $100, 000 per year; or
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- any additional individuals for whom di scl osure woul d
have been provi ded under the previous bullet point but for
the fact that the individual was not serving as an
executive officer of Resin Systens at the end of the nost
recently conpleted financial year

O her than as set forth in the table flow, no Executive Oficer
or Named Executive O ficer was paid or earned conpensation from
us for performng his or her duties during the fiscal years
ended August 31, 2002, 2001 and 2000. No other executive

of ficer has received a salary and bonus exceeding, in the
aggregate, $100,000 during the fiscal year ended August 31,
2001.

ANNUAL COVPENSATI ON

OTHER
NAME AND FI SCAL COVPEN SECURI T ALL OTHER
PRI NCI PAL YEAR | ES
POSI TI ON ENDED - COVPENSATI ON
SALARY BONUS UNDER
SATI ON
OPTI ONS
Dr. Brian 2002 Ni | Ni | Ni | 400, 000
(1)
Car pent er 2001 Ni | Ni | Ni |
Chai r man ) ) )
2000 Ni | Ni | Ni |
Greg Pendura 2002 $96, 360 Ni | Ni | 500, 000
(2
2001 89, 060 Ni | Ni | 200, 000
Presi dent and ) )
CEO 2000 78, 000 Ni | Ni |
John McCrae (® 2001 $120,000 Nil Ni | 60, 000 Conmon
Shar es
For nmer
Presi dent 2000 60, 000 Ni | Ni | 400, 000 20, 000 Conmon
Shar es
Not es:
(1) - Dr. Carpenter was our Chief Executive Oficer from August 17, 1998
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until July 1, 1999.
(2) - M. Pendura becane President on July 6, 2001

(3) - M. MCrae comrenced his enployment with us as our President and CEO
effective July 1, 1999 and resigned July 3, 2001

During the fiscal year ended August 31, 2002, directors

recei ved, and exercised, the follow ng options on our common
shares. No SAR s (stock appreciation rights), warrants or other
rights to purchase our common shares were granted to any
directors during this period.

Options Granted Opti ons Exerci sed
Expiration Exerci se Dat e of Exerci se
Nunber Dat e Price Gr ant Nunber Price
Dr. Brian
Car pent er 100, 000 Nov 20/ 06 $ 0.34 Nov 20/01 Ni | Ni
100, 000 May 03/ 07 0.40 May 03/02 Ni | Ni
200, 000 May 21/ 07 0.40 May 21/02 Ni | Ni
Len Danard 100, 000 Nov 20/ 06 0.34 Nov 20/01 Ni | Ni
Dwaybe Hunka 100, 000 Nov 20/ 06 0.34 Nov 20/01 Ni | Ni
E. Dougl as
Grindstaff 250,000 Jul 31/07 0.40 Jul 31/02 Ni | Ni
Davi d Sl aback 150, 000 Nov 20/ 06 0.34 Nov 20/06 Ni | Ni
100, 000 May 03/ 07 0.40 May 03/02 Ni | Ni
300, 000 May 21/ 07 0.40 May 21/02 Ni | Ni
Greg Pendura 150,000 Nov 20/ 06 0.34 Nov 20/01 Ni | Ni
100, 000 May 03/ 07 0.40 May 03/02 Ni | Ni
250, 000 May 21/07 0.40 May 21/02 Ni | Ni

O her than the stock option program descri bed under "Options to
Purchase Securities from Registrant or Subsidiaries.” W do not
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have any pl ans, which provide conpensation as an incentive for
performance over a period |onger than one financial year. W
have no retirenent plan, pension plan or other form of
retirement conpensation for our enpl oyees.

C. Board Practices

Directors are elected annually at our annual neeting of

sharehol ders and hold office until the earlier of their
resignation or renoval fromoffice at a subsequent annual
nmeeti ng of sharehol ders. The articles of Resin stipulate that

t he board of directors shall consist of a mninmum of one and a
maxi mum of 15 directors. Vacancies created by departing
directors may be filled by the Board of Directors between annua
shar ehol ders neeti ngs.

There are no service contracts between us and any of our
directors.

Audit Conmmittee

Qur Audit Commttee currently consists of Geg Pendura, Len
Danard, and Dwayne Hunka.

The general function of the audit commttee is to review and
approve the scope of the audit procedures enpl oyed by the

i ndependent auditors, to reviewthe results of the auditor's
exam nation, the scope of the audits, the auditor's opinion on

t he adequacy of internal controls and quality of financial
reporting, as well as our accounting and reporting principles,
policies and practices, as well as the accounting, financial and
operating controls. The audit comrittee also reports to our
board of directors with respect to such matters and recomrends
the sel ection of independent auditors.

D. Enpl oyees

The follow ng table sets forth the nunber of our enpl oyees and
our operating subsidiaries at the end of the last three
financial years, including their main category of enploynent and
geographic location. These nunbers exclude executive officers
who are enpl oyees, but include consultants on long term
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contracts.

col l ective bargaining or union relationship.

None of these enpl oyees are presently covered by any

2002 2001 2000
Canada U. S A Canada U S A Canada U S A
Oper ati ons 4 NI L 3 2 3 NI L
Accounti ng 1 NI L 1 NI L 1 NI L
Admi ni stration 1 NI L 1 NI L 1 NI L
Tot al 6 NI L 5 2 5 NI L
E. Share Omership by Directors and Executive Oficers
The following table sets forth the nunber of conmmon shares held
by each person listed in subsection 6.B as at Decenber 31, 2002.
APPROXI MATE
NUMBER OF PERCENTAGE OF
COMMON SHARES TOTAL COVVON OPTI ON
HELD DI RECTLY SHARES | SSUED OPTION EXERCIS  OPTION
NANE OR | NDI RECTLY AND OUTSTANDI NG S E EXPI RY DATE
GRANTE PRI CE
D
Dr. Brian 3,513,032 (Y 10. 4% 100,00 $0.34 Nov 19, 2006
Car pent er 0 $0. 40 May 3, 2007
100,00  $0. 40 May 21, 2007
0
200, 00
0
Greg Pendura 2, 808, 087 8. 3% 150,00 $0.34 Nov 19, 2006
0 $0. 40 Apr 11, 2005
200,00  $0. 40 May 3, 2007
0 $0. 40 May 21, 2007
100, 00
0
250, 00
0
Davi d 13. 2% 150,00  $0. 34 Nov 19, 2006
Sl aback/ Uni - 4,500, 595 0 $0. 40 May 3, 2007
Seal Coatings 100,00 $0.40 May 21, 2007
Conpany @ 0
300, 00
0
Dougl as 733, 850 2. 2% 250,00  $0.40 July 31,
Gri ndst af f 0 2007
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Not es:

(1) 3,160, 558 of these common shares are held by JMC I nvestnments Ltd.,a
conmpany whose voting securities are owned as to 100% by Dr. Carpenter's
spouse, Jeanne M Carpenter

(2) The information as to the nunmber of common shares beneficially owned,
directly or indirectly, or over which control or direction is exercised, is
based upon information furnished to us by the respective nom nees.

(3) To our know edge, the individuals who have ownership of, or control or
direct, nore than 10% of the securities of Uni-Seal Coatings Conpany are
Davi d Sl aback, Lois Slaback and Dirk Sl aback

Options to Purchase Securities from Regi strant or Subsidiaries
Stock Option Program

At the Cctober 15, 2002, Annual and Special Meeting, we adopted
a new stock option plan to advance our interests by encouraging
our directors, managenent, consultants and enpl oyees to acquire
our shares. The incentive stock program provi des that our Board
of Directors may fromtine to tine, in their discretion, grant
to Resin System s directors, officers, enployees and
consultants, or any subsidiary of Resin Systens, the option to
pur chase common shares, provided that the nunber of common
shares reserved for issuance under the Stock Option Program
shall not exceed twenty percent (20% of the issued and

out standi ng common shares. |In addition, the nunber of common
shares reserved for issuance to any one person shall not exceed
five percent (5% of the issued and outstandi ng comon shares.

The Board of Directors determ nes the price per comon share and
t he nunber of common shares, which may be allotted to each
director, officer, enployee and consultant and all other terns
and conditions of the option, subject to the rules of TSX
Venture Exchange. The price per conmon share set by the Board
of Directors shall not be less than the |ast price at which a
full board | ot of common shares was, on the | ast business day
prior to the date on which such option is granted, traded on TSX
Vent ure Exchange or such other principal market on which the
common shares are then traded, |ess the applicable discount
permtted (if any) by such applicable exchange or market.

Opti ons under the Stock Option Program are non-assignabl e.

If prior to the exercise of an option, the hol der ceases to be a
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director, officer, enployee or consultant of Resin, or its
subsidiary, the option of the holder shall be Iimted to the
nunber of shares purchasable by himinmrediately prior to the
time of his cessation of office or enploynent and he will have
no right to purchase any other shares. Options nust be exercised
wi thin 30 days of term nation of enploynent or cessation of
position with Resin, provided that if the cessation of office,

di rectorship, consulting arrangenent or enploynent was by reason
of death, the option nust be exercised within 12 nonths after
such death, subject to the expiry date of such option.

Under Canadi an GAAP [ CDN GAAP] we are not required to record
conpensati on of stock options to enpl oyees as noted under note 2
(i) of the acconpanyi ng August 31, 2002 financial statenents.
However, under United States GAAP [US GAAP], we are required to
record conpensation expense issued to enployees or directors and
fair value of the options if issued to consultants and ot her
third parties, as noted in the August 31, 2002 year end
financial statenents under note 17 (d) and "I npact on net |oss".
The fair values valuation for stock options uses the Bl ack-
Schol es nodel of val uation.
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The follow ng stock options are outstanding to officers,
directors, enployees and consultants of Resin as of Novenber 30,
2002.

NUVMBER OF COMVON EXERCI SE

SHARES UNDER OPTI ON PRI CE EXPI RY DATE
Dr. Brian Carpenter 100, 000 0.34 Novenber 19, 2006
Chai r man 100, 000 0. 40 May 3, 2007
200, 000 0. 40 May 21, 2007
Greg Pendura 150, 000 0. 34 Novenber 19, 2006
Presi dent and CEO 200, 000 0.40 April 11, 2005
100, 000 0. 40 May 3, 2007
250, 000 0. 40 May 21, 2007
Davi d Sl aback 150, 000 0.34 Novenber 19, 2006
Vice President, Director 40, 000 0. 40 April 11, 2005
100, 000 0. 40 May 3, 2007
300, 000 0. 40 May 21, 2007
Dwayne Hunka 100, 000 0.34 Novenber 19, 2006
Director 100, 000 0. 40 May 3, 2007
Len Danard 100, 000 0.34 Novenber 19, 2006
Director
Dougl as Gri ndst af f 250, 000 0. 40 July 31, 2007
Director
Keith Gerrard 40, 000 0.34 August 20, 2005
Controller 40, 000 0. 65 July 10, 2006
20, 000 0.34 Novenber 19, 2006
50, 000 0. 40 May 21, 2007
Enmpl oyees and Consul tants 225, 000 0. 34 Novenber 19, 2006
200, 000 0. 40 February 1, 2003
70, 000 0.50 February 1, 2007
10, 000 0. 40 April 11, 2005
30, 000 0.34 August 30, 2005
160, 000 0. 40 May 21, 2007
100, 000 0. 40 July 31, 2007
100, 000 0.54 Sept enber 11, 2007
300, 000 0. 56 Novenber 21, 2007
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Total O ficers and

Directors (6) 2, 390, 000
Total Enpl oyees and

Consultants (3) 1, 195, 000
Total options outstanding 3, 585, 000
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| TEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTI ONS
A Maj or Shar ehol ders

Resin has authorize capital consisting of an unlimted nunber of
common shares, w thout nom nal or par value. As of Novenber 30,
2002 there were a total of 33,713,085 of our common shares

i ssued and out st andi ng.

To the know edge of our directors and senior officers, there are
no persons or entities who beneficially hold, directly
or/indirectly or exercise control or direction over, nore than
5% of the voting rights attached to the issued and outstandi ng
common shares of Resin, as at Novenber 30, 2002 except as set
forth bel ow

DESI GNATI ON NUMBER OF
NANME OF CLASS SECURI TI ES PERCENTAGE
OWNED
Uni - Seal Coati ngs Conmon 4,500, 595 13. 4%
Conpany Shar es
Dr. Brian Carpenter Conmon 3,513,032 (@ 10. 4%
Shar es
Greg Pendura Conmon 2,808, 087 8.3%
Shar es
Not es:
1. To our know edge, the individuals who have ownership of, or control or

direct, nore than 10% of the securities of Uni-Seal Coatings Conpany are
Davi d Sl aback, Lois Slaback and Dirk Sl aback.

2. 3,160, 558 of these common shares are held by JMC Investnents Ltd., a
conpany whose voting securities are owned as to 100% by Dr. Carpenter's
spouse, Jeanne M Carpenter.

There have been no significant changes in the percentage
ownership held by any major sharehol ders during the past three
years.

Escrowed Securities
As at COctober 31, 2002 there were 9,699,560 of our conmobn shares

held in escrow pursuant to the terns of a new escrow agreenent
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dat ed Cctober 15, 2002. This new agreenment, which was approved
at our Cctober 15, 2002 Annual and Special Meeting, converted

t he previous Performance Escrow Agreenent into a Tinme Rel ease
Escrow Agreenent. The new agreenent reflects the new rel ease
terns currently in effect at the TSX Venture Exchange. The first
rel ease of 484,978 common shares will occur on April 15, 2003

wi th the bal ance of the shares rel easable over a period of six
years with rel eases every six nonths.

Voting Rights and Control by Sharehol ders

Qur maj or sharehol ders do not have different voting rights from
ot her shar ehol ders.

As of Novenber 30, 2002, 7,167,015 conmon shares, representing
21. 25% percent of our 33,713,085 outstanding common shares were
owned by 54 hol ders having an address of record within the
United States.

To the know edge of our officers and directors, we are not
directly or indirectly owned or controlled by another
corporation or corporations, by any other natural or |ega
person or persons, severally or jointly.

There are no arrangenents known to Resin, which nay, at a
subsequent date, result in a change in control

B. Rel ated Party Transactions

We are not aware of any material transaction in the last three
years involving any director, executive officer or any

shar ehol der hol di ng nore than 10% of the voting rights attached
to the common shares or any associate or affiliate of any of the
foregoing, other than as set forth herein or as previously

di scl osed and as foll ows:
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NAME AND INVOLVE LARGEST AMOUNT AMOUNT FINANCIALLY
PRINCIPAL - OUTSTANDING OUTSTANDIN ASSISTED
POSITION MENT DURINGTHE GASAT SECURITY
OFRESIN  FISCAL YEAR AUGUST 31, PURCHASES SECURITY
ENDED 2002 DURING THE FOR
AUGUST 31, 2002 FISCAL YEAR INDEBTED-
ENDED NESS
AUGUST 31, 2000

Dr. Brian Carpenter Lender $40,000 $40,000 200,000 200,000

Chairman Common Shares Common
Shares

Greg Pendura Lender $65,000 $63,000 325,000 315,000

President and CEO Common Shares Common
Shares

David Slaback Lender $30,000 $30,000 150,000 150,000

Director Common Shares Common
Shares

Dwayne Hunka Lender $15,000 $15,000 75,000 75,000

Director Common Shares Common
Shares

Not e:

On May 24, 2000, Resin Systens loaned its directors and officers set forth in
the tabl e above, an aggregate of $150,000 so that they may exercise stock
options to acquire an aggregate of 750,000 common shares. The | oans are

evi denced by interest free pronissory notes with no fixed ternms of repaynent
and are secured by the pledge of 750,000 common shares. During the year
ended August 31, 2002 a director and officer of Resin Systens paid Resin
Systens $2,000 for which we rel eased 10, 000 shares.

In 1999, Resin Systens provided one of its directors, David Slaback, with an
interest free relocation loan in order to purchase new accommodation in

Al berta, Canada. This was fully repaid during the fiscal year endi ng August
31, 2001, with $56, 000 being the | argest anount outstanding.

On July 11, 2002, Resin Systens provided Douglas Gindstaff a loan in the
amount of CDN$193,540. The | oan, payable on demand, was used to acquire a
private placenent of 483,850 units of Resin Systens’ securities. The loan is
evi denced by an interest free prom ssory note and is being repaid through the
provision of consulting services at approximately $12,000 per nonth. |[|f the
consulting agreenent is term nated, any anount is due within sixty days. As
collateral for the note, Resin Systens is holding the 483,850 units. As at
August 31, 2002 the bal ance outstanding is $175, 540.

C. Interests of Experts and Counsel
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Not applicabl e.

| TEM 8. FI NANCI AL | NFORNVATI ON
A Consol i dated Statenents and O her Financial | nformation

| ncorporated herein are the consolidated financial statenents
for the years ended August 31, 2002, 2001 and 2000.

As at Decenber 31, 2002 W are not involved in any |lawsuits
where the claimfor damages for any such | awsuit exceeds 100 of
t he val ue of our current assets.

No di vi dends have been paid on any of our common shares.

W intend to retain our earnings for use in the business and do
not expect to pay dividends on our common shares in the
foreseeabl e future.

B. Si gni fi cant Changes

No significant changes.

| TEM 9. THE OFFERI NG AND THE LI STI NG
A O fer and Listing Details
Price Hi story

The predecessor public conpany, Sunmerwood | ndustries Inc. began
trading as a capital pool conpany, on the Al berta Stock Exchange
in March 1997. On Septenber 15, 1998, Recycled Sol utions for

| ndustry Inc. conpleted a reverse acquisition and acquired 100%
of Sumrerwood I ndustries Inc. Resin Systens continued to trade
on the Al berta Stock Exchange under the synbol "RS'. On My 5,
2000, the conpany changed its nanme to Resin Systens Inc., but
retained the "RS" synbol. The high and | ow market prices for the
common shares on the TSX Venture Exchange, fornerly the Canadi an
Venture Stock Exchange (forned by the nerger of the Al berta

St ock Exchange and the Vancouver Stock Exchange), and the
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Al berta Stock Exchange for the relevant periods are |isted

bel ow.

Tradi ng for Month Ended
January 2003

Decenber 2002

Novenber 2002

Oct ober 2002

Sept enber 2002

August 2002

July 2002

Trading for Quarter Ended
August 2002

May 2002

February 2002

Novenber 2001

August 2001

May 2001

February 2001

Novenber 2000

Tradi ng for Fiscal Year Ended

2002
2001
2000
1999
1998

There is no established tradi ng market
the comon shares of Resin Systens.

Transfer and Transferability

H gh (Cdn $)
$1.
$0.
$0.
$0.
$0.
$0.
$0.

$0.
$0.
$0.
$0.
$0.
$1.
$1.
$1.

$0.
$1.
$0.
$2.
$3.

43
99
65
61
65
65
50

65
53
60
50
80
02
40
70

65
70
85
10
50

Low (Cdn $)

$0.
$0.
$0.
$0.
$0.
$0.
$0.

$0.
$0.
$0.
$0.
$0.
$0.
$0.
$0.

$0.
$0.
$0.
$0.
$1.

in the United

92
48
52
45
40
38
31

31
32
32
20
35
68
96
78

20
35
16
21
23

States for

The transfer of the common shares is managed by the transfer
agent, Conputershare trust Conpany of Canada, 600, 530 - 8'"
Avenue SW Calgary, Alberta, T2P 3S8.

Form 20-F 2002 FI NAL 030227. doc



B. Pl an of Distribution

Not applicabl e.

C. Mar ket s

Qur comon stock trades in Canada on the TSX Venture Exchange
under the trading synbol "RS'. Qur common shares do not
currently trade in the United States. Non-Canadi an investors
are also able to trade in our common stock on this Exchange. W

intend to make an application in the United States to trade on
the OIC Bul |l etin Board.

D. Sel i ng Sharehol ders

Not applicabl e.

E. Dl ution

Not appli cabl e.

F. Expenses of the Issue

Not applicabl e.

| TEM 10. ADDI TI ONAL | NFORNVATI ON
A. Share Capital

Not appli cabl e.

B. Menmor andum and Articles of Associ ati on

Pl ease refer to Resin Systens Inc. Form 20-F registration
statenment filed on Novenber 12, 2002.

C. Material Contracts
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On February 1, 2000, Resin Systens entered into an agreenent
with The Howard Group Inc. of Calgary, Al berta, to provide an

| nvestor and Financial Relations program The agreenent covered
a termof one (1) year ending January 31, 2001 with conpensation
to total $51,000. In addition, the agreenent provided for the

i ssuance of 200,000 stock options to The Howard G oup. The
options had an exercise price of $0.35, with a two year term
expiring February 1, 2002. The options will vested as to 25% of
the total on each of the follow ng dates, April 30, 2000, July
31, 2000, Cctober 31, 2000 and January 31, 2001.

On May 24, 2000 Resin Systens |loaned its directors and officers,
an aggregate of $150,000 to enable themto exercise stock
options to acquire an aggregate of 750,000 common shares. The

| oans are evidenced by interest free prom ssory notes with no
fixed ternms of repaynent and are secured by the pledge of conmon
shar es.

On Novenber 5, 2001, Resin Systens entered into a two year resin
supply agreenent with Creative Pultrusions, under which Creative
Pul trusi ons agreed to purchase from Resin Systens, all resin
required to produce pultruded rods from Decenber 1, 2001 to
Novenber 4, 2003. There were no guaranteed quantities stated in
t he agreenent.

I n Novenber 2001, Resin Systens raised $839,000 by way of a
secured convertible prom ssory note. The prom ssory note pays
interest at 12% per annum and is convertible into units

consi sting of one common share and one commobn share purchase
warrant at $0.32 of principal outstanding for a one-year period.
The warrants are exerci sable at $0. 75.

On January 31, 2002, Resin Systens entered into a new agreemnent
with The Howard G- oup. The Howard G oup woul d provide investor
relations for a sumof $2,000 per nonth, to be reviewed ever
three nonths. Resin Systens al so received a pronissory from The
Howard Group in the sumof $70,000 to allow The Howard G oup to
exercise their option to acquire 200,000 shares at $0.35 per
shares. These options were set to expire on February 1, 2002.
The note is non-interest bearing and due and payable on or

bef ore Decenber 31, 2002. Both the shares and the prom ssory
note were cancelled on May 30, 2002, at which tinme the shares
were tradi ng above their previous exercise price.
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On February 1, 2002, Resin Systens entered into a Supply
Agreenment with Omiglass Ltd., whereas Omiglass agreed to buy,
and Resin Systens agreed to sell, certain mninum annual
guantities of Version G product. This agreenent will term nate
on January 31, 2004 unless earlier termnated by either party by
providing at | east 60 days witten notice. As long as W are
capabl e of supplying product in the quantities and to the
specifications set forth in the agreenent, Omi gl ass shal
purchase all thernoset, plural conponent pol yurethane materials
exclusively from Resin Systens.

On January 25, 2002, Resin Systens announced a purchase order
fromdasrail Corporation, a U S. based construction supply
conpany, for a mnimum annual quantity comm tnent of $500, 000.
To date this firmhas not taken delivery of over 4%of this
comm t nent and managenent believes litigation would not nmake
econonmi c sense at this tinme. (See item 5. A discussion of the
peri od ended August 31, 2002.)

On April 5, 2002, Resin Systens announced a col |l aborative
research and devel opnment agreenent with the Al berta Research
Council to optimze the commercialization of our Verion G Resin
System The Al berta Research Council would provide $500, 000 of
research and devel opnent services to Resin Systens in four
instal mnents of $125,000 in exchange for common shares of Resin
Systens. The Al berta Research Council wll receive 312,500
conmon shares at a deened price of $0.40 per share in exchange
for the first $125,000 of services.

On April 23, 2002, Resin Systens entered into an agreenent with
t he National Research Council of Canada (NRC) to further devel op
Resin Version resin technology for the pultrusion and fil anment
wi ndi ng conposite markets. Over a two year period the NRC wl |
pay Resin Systens for certain expenditures to an aggregate of
$400, 000. These paynents take the form of a repayable
contribution fromthe NRC s Industrial Research assistance
Program (1 RAP). The I RAP paynents relate to the pre-
commerci ali zation and devel opnment of Version F and Version S,
whi ch are flanme retardancy and processing speed resin systens
for use in pultrusion and filament w nding applications. W are
requi red, pursuant to the agreenent, to repay 1l.9% of gross
revenues of the preceding quarter conmmencing June 1, 2005
through to March 1, 2010 to a maxi mum of the contribution of
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$400, 000 made by the NRC. However, if by March 1, 2010 Resin
Systens has not repaid an anount equal to the National Research
Council's contribution, W are liable to nmake paynents based
upon the 1.9% of gross revenues (whether or not they were
derived fromthe resin systens devel oped through use of the NRC
funds), until either the full anmpbunt is repaid or June 1, 2015

i s reached.

On May 1, 2002, Resin Systens entered into a supply agreenent
wi th Dow Chem cal Canada, Inc. Under the agreenent, which runs
t hrough until Decenber 31, 2003, Dow Chem cal Canada has
contracted to supply a maxi mum vol unme conm tnent of base

chem cal s, up to anounts double our current estimated annual
requi renents. W use these chem cals to manufacture our
proprietary |line of polyurethane based, conposite resin systens
under the Version brand nane.

On July 11, 2002 Resin Systens provided Douglas Gindstaff a
loan in the anbunt of CDN$193,540. The | oan, payabl e on denand,
was used to acquire a private placenent of 483,850 units of our
securities. The loan is evidenced by an interest free prom ssory
note and is being repaid through the provision of consulting
services at approximately $12,000 per nonth. |If the consulting
agreenent is term nated, any amount is due within sixty days.

As collateral for the note, Resin Systens is holding the 483, 850
units. As at August 31, 2002 the bal ance outstanding is

$175, 540.

At the Cctober 15, 2002 Annual and Special Meeting, Resin
Systens approved a new Ti ne Escrow Agreenent, which applied to
the 9,699,560 shares in escrow. This replaced the previous

Perf ormance Escrow Agreenent dated Septenber 15, 1998. The first
rel ease of 484,978 conmon shares will occur on April 15, 2003.
The bal ance of the shares will be rel easabl e over a period of
six years with the rel eases allowed every six nonths. The
maxi mum nunber of conmon shares that can be rel eased at any tine
is 10% of the then current issued and outstandi ng comon shares.

At the Cctober 15, 2002 Annual and Special Meeting, Resin
Systens approved a new Stock Option Plan. This plan, dated

Sept enber 23, 2002 replaced the previous Stock Option Plan,
dated June 10, 1996. This new plan, which was adopted to agree
wi th the new TSX Venture Exchange policy, increased the nunber
of options that could be set to 20% (from 10% of the currently
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out st andi ng common shares.

On Decenber 2, 2002 Resin Systens announced that it had entered
into a letter of agreenment with Canzeal Enterprises Ltd.
("Canzeal ") to acquire the worldwide rights , title and interest
inand to all intellectual property assets of Canzeal related to
t he design, manufacture and distribution of conposite poles. In
consideration for these rights and assets, Resin Systens w |

i ssue Canzeal three mllion units of RSI for an aggregate deened
price of $1.5 million, with each unit consisting of one comon
share and one warrant entitling the holder to one conmon share
at an exercise price of $0.75 per share at any tinme on or before
the first anniversary of the close of the acquisition.
Additionally, Resin Systens will pay Canzeal a royalty of 3.5%
of gross sales from conposite pol es manufactured using the
Canzeal intellectual property for a period of four years.
Finally, Resin Systenms will also grant to Canzeal the first

right of refusal to build manufacturing equi pment based upon the
intellectual property as well as, 50% of the profits fromthe
sal es of such equi pnent sold by Resin Systens provided that
Canzeal does not charge us nore than 5% above what a bona fide
third party quote woul d charge us.

D. Exchange Control s

Except as discussed in "taxation" below, Resin Systens is not
aware of any Canadi an federal or provincial |aws, decrees, or
regul ations that restrict the export or inmport of capital,

i ncludi ng forei gn exchange controls, or that affect the
remttance of dividends, interest or other paynents to non
Canadi an hol ders of common shares. W are not aware of any
limtations on the right of non-Canadi an owners to hold or vote
common shares inposed by Canadi an federal or provincial |aw or
by Resin Systens.

The I nvestnent Canada Act (the "Act") governs acquisitions of
Canadi an busi ness by a non- Canadi an person or entity. The Act
provi des, anong other things, for a review of an investnent in
the event of acquisition of control in certain Canadi an

busi nesses in the follow ng circunstances:

1. If the investor is a non-Canadian and is not a resident of
a Wrld Trade Organi zation ("WQO') country, any direct
86
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acqui sition having an asset val ue exceedi ng $5, 000, 000 and any
i ndi rect acquisition having an asset val ue exceedi ng
$50, 000, 000;

2. If the investor is a non-Canadian and is a resident of a WO
menber, any direct acquisition having an asset val ue exceedi ng
$168, 000, 000 unl ess the business is involved in urani um
production, financial services, transportation services or a
cul tural business.

An indirect acquisition of control by an investor who is a
resident of a WO country is not reviewabl e unl ess the val ue of
t he assets of the business |located in Canada represents nore

t han 50% of the asset value of the transaction, or the business
is involved in uranium production, financial services,
transportation services or a cul tural business.

The Act provides that a non- Canadi an i nvestor can hold up to 1/3
of the issued and outstanding capital of a Canadi an corporation
wi t hout being deened a "control person", and that a non-Canadi an
i nvestor holding greater than 1/3 but |less than 1/2 of the

i ssued and out standing capital of a Canadi an corporation is
deened to be a control person subject to a rebuttable,
presunption to the contrary (i.e. providing evidence of another
control person or control group holding greater nunber of
shares).

The Act requires notification where a non-Canadi an acquires
control, directly or indirectly, of a Canadi an business wth
assets under the thresholds for reviewable transaction. The
notification process consists of filing a notification within 30
days followi ng the inplenmentation of an investnent.

E. Taxati on

The following is a sunmary of the material Canadi an federal

i ncome tax considerations generally applicable in respect of our
common shares. The tax consequences to any particul ar hol der of
comon shares will vary according to the status of that hol der
as an individual, trust, corporation or nenber of a partnershinp,
the jurisdiction in which that holder is subject to taxation,

t he place where that holder is resident and, generally,
according to that holder's particular circunstances.
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This summary i s based upon the current provisions of the Tax
Act, the Regul ations thereunder, the current publicly announced
adm ni strati ve and assessing policies of Canada Custons and
Revenue Agency and all specific proposals to anmend the Tax Act
and Regul ati ons announced by the Mnister of Finance (Canada)
prior to the date hereof. The description is not exhaustive of
all possi ble Canadi an federal incone tax consequences and,
except for the specific proposals, does not take into account or
antici pate any changes in | aw, whether by |egislative,
governmental or judicial action, nor does it take into account
provincial, territorial or foreign tax considerations, |aw or
treaty.

This summary is not, and should not be construed as, advice to
any particular holder as to Canadi an tax consequences applicable
to the holder. Each holder is advised to obtain tax and | egal
advi ce applicable to the holder's particul ar circunstance.

General |y, dividends paid by Canadi an corporations to non-

resi dent sharehol ders are subject to a wi thholding tax of 250 of
t he gross anount of such dividends. However, Article X of the
tax treaty between Canada and the United States (Canada - United
States Inconme Tax Convention, 1980) reduces to 15%the

wi t hhol di ng tax on the gross anount of dividends paid to
residents of the United States. A further reduction in the

w t hhol ding tax rate on the gross anount of dividends to 5%for
di vidends paid in 1997 and thereafter where a U S. corporation
owns at |east 10% of the voting stock of the Canadi an
corporation paying the dividends.

A non-resident who holds common shares as a capital asset wll
not be subject to taxes on capital gains realized on the

di sposition of such common shares unl ess such commbn shares are
"taxabl e Canadi an property” within the neaning of the Incone Tax
Act (Canada) ("Tax Act") and no relief is afforded under any
applicable tax treaty. The commobn shares woul d be taxabl e
Canadi an property of a non-resident if, at any tine during the
five year period innmediately preceding a disposition by the non-
resi dent of such common shares not |ess than 25% of the issued
shares of any class of our commobn shares bel onged to the non-
resident persons with whomthe non-resident did not deal at
arm s | ength.
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MATERI AL UNI TED STATES FEDERAL | NCOVE TAX CONSEQUENCES

The following is a general discussion of principal United States
federal income tax consequences that may apply to a "U S

Hol der™ (as defined bel ow) of common shares. This discussion is
based upon the sections of the Internal Revenue Code of 1986, as
anended (the "Code"), the Treasury Departnent regul ations

pronul gated thereunder (the "Regul ations"), published Internal
Revenue Service ("IRS") rulings, published adm nistrative
positions of the IRS, and court decisions that are currently
applicable, any or all of which could materially and adversely
change at any time, possibly on a retroactive basis. In
addition, the discussion does not consider the potenti al

ef fects, both adverse and beneficial, of any proposed

| egislation which, if enacted, could be applied at any tine,
possibly on a retroactive basis.

The foll owi ng discussion is not intended to be, nor should it be
construed to be, legal or tax advice to any hol der or
prospective hol der of common shares. W requested no opi nion,
nor was one provided, fromour |egal counsel and/or auditors,
wth respect to the United States federal incone tax
consequences described in the foll ow ng di scussion. Accordingly,
hol ders and prospective hol ders of common shares shoul d consult
their own tax advisors about the United States federal, state,

| ocal and foreign tax consequences of purchasing, owning, and

di sposi ng of common shares.

U. S. Hol ders

As used herein, a "U S. Holder"” includes a holder of conmon
shares who is a citizen or resident of the United States, a
corporation or partnership created or organized in or under the
laws of the United States or of any political subdivision
thereof, certain defined trusts and estates, and any ot her
person or entity whose ownership of common shares is effectively
connected with the conduct of a trade or business in the United
States. A U S. Hol der does not include persons subject to
speci al provisions of Federal incone tax |aw, such as tax-exenpt
organi zations, qualified retirenent plans, financial
institutions, insurance conpanies, real estate investnent
trusts, regul ated i nvestnent conpani es, broker-deal ers, non-
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resident alien individuals or foreign corporations whose

owner shi p of conmmon shares is not effectively connected with the
conduct of a trade or business in the United States and

shar ehol ders who acquired their stock through the exercise of
enpl oyee stock options or otherw se as conpensati on.

Di stri buti ons on Common Shar es

U S. Hol ders receiving dividend distributions (including
constructive dividends) with respect to common shares are
required to include in gross incone for United States federal

i ncone tax purposes the gross anount of such distributions to
the extent that Resin Systens has current or accumnul ated
earnings and profits, wi thout reduction for any Canadi an i ncone
tax withheld fromsuch distributions. Such Canadian tax w thheld
may be credited, subject to certain limtations, against the
U S Holder's United States federal income tax liability or,
alternatively, may be deducted in conputing the U S. Holder's
United States federal taxable inconme by those who item ze
deductions. See "Foreign Tax Credit" below. To the extent that
di stributions exceed our current or accunul ated earni ngs and
profits, they will be treated first as a return of capital up to
the U S. Holder's adjusted basis in the comobn shares and
thereafter as gain fromthe sale or exchange of the comon
shares. Preferential tax rates for long-termcapital gains may
apply to certain U S. Hol ders who satisfy m ni num hol di ng peri od
and other requirenments. There are currently no preferential tax
rates for long-termcapital gains for a U S. Holder that is a
cor poration.

Di vidends paid on the conmon shares generally will not be
eligible for the dividends-recei ved deduction available to
corporations receiving dividends fromcertain United States
corporations. A U.S. Holder which is a corporation may, under
certain circunstances, be entitled to a 70% deduction of the
United States source portion of dividends received from Resin
Systens (unless Resin Systens qualifies as a "foreign personal
hol di ng conpany” or a "passive foreign investnent conpany," as
defined below) if such U S. Hol der owns shares representing at
| east 10% of the voting power and val ue of the Corporation. The
availability of this deduction is subject to several conplex
[imtations, which are beyond the scope of this discussion.
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Foreign Tax Credit

A U S. Holder who pays (or has withheld fromdistributions)
Canadi an i ncone tax with respect to the ownership of common
shares of Resin Systens may be entitled, at the option of the U.
S. Holder, to either a deduction or a tax credit for such
foreign tax paid or withheld. Furthernore, a U S. Holder, which
is a domestic corporation, may claima deened paid foreign tax
credit based on the underlying incone taxes of the Corporation.

Cenerally, it will be nore advantageous to claima credit
because a credit reduces United States federal incone taxes on a
dol l ar-for-dollar basis, while a deduction nerely reduces the

t axpayer's inconme subject to tax. This election is made on a
year - by-year basis and applies to all foreign incone taxes (or
taxes in lieu of incone tax) paid by (or withheld from the U S.
Hol der during the year. There are significant and conpl ex
[imtations which apply to the credit, anong which is the
general limtation that the credit cannot exceed the
proportionate share of the U S. Holder's United States federal
income tax liability that the U S. Holder's foreign source

i nconme bears to his/her or its worldw de taxable inconme. In the
determ nation of the application of this limtation, the various
itenms of income and deduction nust be allocated to foreign and
donestic sources. Conplex rules govern this allocation process.
There are further limtations on the foreign tax credit for
certain types of inconme such as "passive incone,” "high

wi thhol ding tax interest,” "financial services inconeg,"

“shi pping inconme,"” and certain other classifications of incone.
The availability of the foreign tax credit, the deened paid
foreign tax credit, and the application of the [imtations on
the credit are fact-specific and hol ders and prospective hol ders
of conmon shares should consult their own tax advisors regarding
their individual circunstances.

Di spositi on of Conmon Shares

A US. Holder will recognize gain or |oss upon the sale of
common shares equal to the difference, if any, between (i) the
anount of cash plus the fair market val ue of any property
received, and (ii) the shareholder's tax basis in the conmmon
shares. This gain or loss will be capital gain or loss if the
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common shares are a capital asset in the hands of the U S.

Hol der, which will be a short-termor |long-termcapital gain or
| oss dependi ng upon the hol ding period of the U S. Holder.

Gains and | osses are netted and conbi ned according to specia
rules in arriving at the overall capital gain or loss for a
particul ar tax year. Deductions for net capital |osses are
subject to significant limtations. For U S. Holders who are

i ndi vi dual s, any unused portion of such net capital |oss may be
carried over to be used in later tax years until such net
capital loss is thereby exhausted. For U S. Hol ders that are
corporations (other than corporations subject to Subchapter S of
the Code), an unused net capital |oss nmay be carried back three
years fromthe | oss year and carried forward five years fromthe
| oss year to be offset against capital gains until such net
capital loss is thereby exhausted.

O her Consi derati ons

In the follow ng four circunstances, the above sections of the
di scussi on may not describe the United States federal inconme tax
consequences resulting fromthe hol di ng and di sposition of our
comon shares. However, on the basis of (a) the nunber of

hol ders of our common shares, (b) the majority ownership of our
shares by Canadi an and other non-U.S. residents, and (c) the
fact that the majority of our assets are actively nanaged (not
passively held), we believe that Resin Systens is neither a
"Forei gn Personal Hol di ng Conpany, " "Foreign |Investnent
Conmpany, " "Passive Foreign |Investnent Conpany,” nor a
"Controll ed Foreign Conpany."

For ei gn Personal Hol di ng Conpany

If at any tinme during a taxable year nore than 50% of the total
conbi ned voting power or the total value of our outstanding
shares is owned, actually or constructively, by five or fewer

i ndi viduals who are citizens or residents of the United States,
and 60% or nore of our gross incone for such year was derived
fromcertain passive sources (e.g. fromdividends received from
its subsidiaries), Resin Systens would be treated as a "foreign
personal hol di ng conpany” for United States federal incone tax

purposes. In that event, U S Holders that hold conmon shares
woul d be required to include in gross inconme for such year their
92

Form 20-F 2002 FI NAL 030227. doc



al | owabl e portions of such passive incone to the extent Resin
Systens does not actually distribute such incone.

Forei gn | nvest nent Conpany

| f 50% or nore of the combined voting power or total val ue of
our outstandi ng shares is held, actually or constructively, by
citizens or residents of the United States, United States
donestic partnerships or corporations, or estates or trusts (as
defi ned by Code Section 7701 (a)(30)), and Resin Systens is
found to be engaged primarily in the business of investing,
reinvesting, or trading in securities, comodities, or any
interest therein, it is possible that Resin Systens m ght be
treated as a "foreign investnment conpany” as defined in Section
1246 of the Code, causing all or part of any gain realized by a
U. S. Holder selling or exchanging common shares to be treated as
ordi nary income rather than capital gains.

Passi ve Forei gn | nvestnent Conpany

As a foreign corporation with U S. Holders, Resin Systens could
potentially be treated as a passive foreign i nvestnent conpany
("PFIC'), as defined in Section 1297 of the Code, dependi ng upon
t he percentage of our incone which is passive, or the percentage
of our assets which are held for the purpose of producing

passi ve incone.

The rul es governing PFICs can have significant tax effects on
U.S. sharehol ders of foreign corporations. Section 1297 (a) of
the Code defines a PFIC as a corporation that is not formed in
the United States and, for any taxable year, either (i) 75% or
nore of its gross incone is "passive inconme", which includes
interest, dividends and certain rents and royalties or (ii) the
average percentage, by fair market value (or, if Resin Systens
is a controlled foreign corporation or nakes an el ection, by
adj usted tax basis), of its assets that produce or are held for
t he production of "passive incone" is 50% or nore. The taxation
of a U S. shareholder who owns stock in a PFICis extrenely
conplex and is therefore beyond the scope of this discussion.
U.S. persons should consult with their owm tax advisors wth
regard to the inpact of these rules.
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Control |l ed Forei gn Conpany

If nore than 50% of the voting power of all classes of stock or
the total value of the stock of Resin Systens is owned, directly
or indirectly, by citizens or residents of the United States,
United States donestic partnershi ps and corporations or estates
or trusts other than foreign estates or trusts ("United States
sharehol ders"), Resin Systens could be treated as a controlled
foreign corporation under Subpart F of the Code. This
classification would trigger the application of many conpl ex
results including the required inclusion by such United States
sharehol ders in incone of their pro rata share of "Subpart F

i ncome"” (as specifically defined by the Code) of Resin Systens
and our earnings invested in U S. property.

In addi tion, Section 1248 of the Code may re-characterize any
gain fromthe sale or exchange of conmon shares by an individua
United States sharehol der (as defined above) to be ordinary

di vidend incone to the extent of earnings and profits of the
Corporation attributable to the stock sold or exchanged. Section
1248 woul d be applicable if the individual United States

shar ehol der owned 10% or nore of the total conbined voting power
of all classes of stock of Resin Systens entitled to vote at any
time during the five year period i medi ately preceding the

di sposition when Resin Systens was a Controlled Foreign Conpany.

Because of the conplexity of Subpart F and Section 1248, and
because it is not clear that the Corporation is a controlled

foreign corporation, a nore detailed review of these rules is
out si de of the scope of this discussion.

F. Di vi dends and Payi ng Agents

No divi dends have been paid on any of our shares and we do not
expect to pay dividends on our shares in the foreseeable future.

G. St at enent by Experts

Not applicabl e.
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H. Docunents on Di spl ay

Resin Systens' docunents nay be viewed at our head office 14604
- 115 A Avenue, Ednonton, Al berta.

| . Subsi diary I nformation

Resin Systens has six subsidiary conpanies of which five are
100% owned by Resin Systens and one that is 85% owned. The
whol | y owned subsidiaries are Resin Systens |ncorporated, Resin
Systens International Ltd., Resin Systens Sales Limted, Uni-
Seal USA Ltd., and Uni - Seal Canada Inc. The 85% owned
subsidiary is Uni Seal Moul ding Technologies Inc. All of the
subsidiaries are inactive except for Resin Systens |ncorporated
whi ch was cl osed during fiscal 2002.

| TEM 11. QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES ABOUT MARKET
Rl SK

W do not engage in any hedging or currency trading activities.
Qur business activities are conducted in Canadi an and U. S.
dollars and our assets and liabilities are recorded in Canadi an
dollars. Approximtely 70% of our sales revenue is in U S.
Dol | ars and substantially all of our costs of sales and

adm ni strative costs are in Canadian dollars. W have no U S
dol | ar denom nated assets. U. S. dollar revenues have been | ess
t han $250, 000 annual ly for each of the last two fiscal years.
As our accounts payable are in Canadi an dollars and sone of our
accounts receivable are in U S. dollars, any appreciation in the
val ue of the Canadi an dol | ar against the U S. dollar would
result in an exchange | oss.

We nonitor foreign exchange rates but have not taken action to
date to reduce our exposure to significant fluctuations in
currency exchange rates. Managenent will review our exposure
and wi Il take such renedial steps as it considers necessary.

Qur interest expenses and incone are subject to changes in
interest rates. W have no outstandi ng debt other than that
repayable to the National Research Council ("NRC') which is not
subject to commercial interest rates. Managenent has determ ned
that fluctuation of up to 10%in interest rates would not
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materially affect our financial position or results of
oper ati ons.

| TEM 12. DESCRI PTI ON OF SECURI TI ES OTHER THAN EQUI TY SECURI Tl ES

Not applicabl e.

| TEM 13. DEFAULTS, DI VI DEND ARREARAGES AND DELI NQUENCI ES

We have no defaults, dividend arrearages or delinquencies.

| TEM 14. MATERI AL MODI FI CATI ONS TO THE RI GHTS OF SECURI TY
HOLDERS AND USE OF PROCEEDS

Not applicabl e.

| TEM 15. CONTROLS AND PROCEDURES

Qur President and CEQL M. Geg Pendura and M. Keith Gerrard,
our Controller, have reviewed our internal controls as at
January 8, 2003. In the opinion of both of these officers, our
internal controls at present and for the period covered in this
report are reasonable and are delivered in a cost-effective
manner to provide relevant and reliable financial information.

| TEM 16. ( RESERVED)

| TEM 17. FI NANCI AL STATEMENTS

The follow ng Financial Statements are filed as part of this
Annual St at enent.
Managenent's Responsibility for Financial Statenents MR 1

Audi tor's Report to Sharehol ders FS 1

Comments by Auditor for U S. Readers on Canada -

U.S. Reporting Difference FS 2

Consol i dat ed Bal ance Sheets FS 3

Consol i dated Statenents of Loss and Deficit FS 4

Consol i dated Statenents of Cash Fl ows FS 5
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Notes to Consol i dated Fi nancial Statenents FS 6

| TEM 18. FI NANCI AL STATEMENTS

Not applicabl e.

| TEM 19. EXH BI TS

o b~

ARTI CLES OF | NCORPORATI ON AND BY- LAWS

By-Laws relating generally to the transaction of the
busi ness and affairs of Resin Systens Inc., and
defining the Ri ghts of Sharehol ders — dated

Sept enber 17, 1998 - *-
Certificate of Incorporation for Recycled Sol utions
for Industry (RSI) Inc. — dated July 26, 1995 - *-

Certificate of Amendnent of name change from
Recycl ed Sol utions for Industry (RSI) Inc., to

Recycl ed Sol utions for Industry Inc. — dated

May 2, 1996 - k-
Certificate of Incorporation for Summerwood | ndustries

Inc. — dated June 11, 1996 - -

Certificate of Amendnent of name change from Recycl ed
Solutions for Industry Inc., to Resin Systens Inc. -
dated May 5, 2000 - *-

| NSTRUVENTS DEFI NI NG RI GHTS OF HOLDERS OF EQUI TY SECURI Tl ES
BEI NG REG STERED
See 1.1 above.

MATERI AL CONTRACTS
Li cense Agreenent between Uni-Seal Coatings Conpany and
Recycl ed Sol utions of Industry Inc. -

dated July 31, 1996 - *-
| nvestor Rel ati ons Agreenent between The Howard G oup

Inc. and Resin Systens — dated February 1, 2000 - *-
Enpl oynent Contract between John McCrae and Resin

Systens Inc. — dated July 1, 1999 - *-
Stock Option Plan — dated June 10, 1996 - k-

Ternms and Conditions of Subscriptions for Secured
Convertible Prom ssory Note between Private Investors
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4.10

4.11

4.12

4.13

4.14

4.15

4.16

4.17

4.18

4.19

4.20

4.21
4.22

and Resin Systens Inc., conpleted during
Novenber, 2001
Prom ssory Note between Resin and O ficers and
Directors, dated May 24, 2000
Escrow Agreenent between Summerwood | ndustries Inc.,
Montreal Trust Conpany of Canada, and vari ous
Security holders — dated Septenber 15, 1998
Letter of agreenent between Resin and Howard G oup
- dated January 29, 2002
Supply Agreenent between Resin and Omiglass Ltd. —
dated February 1, 2002
Col | aborati ve Agreenent between Resin Systens Inc.
and the Al berta Research Council - date
March 28, 2002
Notice of Allowability from United States Patent
O fice covering 37 clains — dated April 8, 2002
Repayabl e Contri bution Agreenent between Resin
Systens Inc. and the National Research Council -
dated April 23, 2002

Private Pl acenent Agreenent for a maxi mum of

2,000, 000 units of Resin Systens, closed on — dated

Sept enber 25, 2000

Prospectus O fering for 1,948,624 units of Resin

Systens, closed on — date July 2, 2001

Private Pl acenent Agreenent for a maxi mum of

3,750,000 units of Resin Systens, closing on —

date June 2002

Supply Agreenent between Resin Systens Inc. and
Creative Pultrusions — dated Novenber 5, 2001
Supply Agreenent between Resin Systens and

G asrail Corporation — dated January 14, 2002
Supply Agreenent between Resin Systens and Dow
Chemi cal Canada Inc. — dated May 1, 2002

Prom ssory Note between Resin Systens and

Dougl as Grindstaff — dated July 11, 2002

Ti me Escrow Agreenent between Resin Systens,
Comput ershare Trust Conpany of Canada, and vari ous

Security holders — dated Cctober 15, 2002

2002 Stock Option Plan — dated Septenber 23, 2002
Canzeal Enterprises Ltd., Asset Purchase Agreenent,
- dated January 6, 2003

MATERI AL SUBSI DI ARI ES
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8.1 None
99. CERTI FI CATI ONS

99.1 Certification by G eg Pendura, President & CEO -99. 1-
99.2 Certification by Keith Gerrard, Controller -99. 2-
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SI GNATURES

The registrant hereby certifies that it neets all of the
requirenments for filing on Form 20-F and that it has duly caused
and aut hori zed the undersigned to sign this annual report on its
behal f.

RESI N SYSTEMS | NC.

By: /s/ Greg Pendura
Date: February 27, 2003

Name: G eg Pendura
Title: President & C E O
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CERTI FI CATI ONS

|, Greg Pendura of Resin Systens Inc., certify that:

1 | have reviewed this annual report on Form 20-F of Resin
Systens Inc.;

2. Based on ny know edge, this annual report does not contain
any untrue statenment of a material fact or omt to state a
material fact necessary to make the statenments made, in |ight of
t he circunstances under which such statements were nmade, not

m sl eading with respect to the period covered by this annual
report;

3. Based on ny know edge, the financial statenents, and other
financial information included in this annual report, fairly
present in all material respects the financial condition,
results of operations and cash flows of the registrant as of,
and for, the periods presented in this annual report;

4. The registrant's other certifying officers and | are
responsi bl e for establishing and nmai ntai ni ng disclosure controls
and procedures (as defined in Exchange Act Rul es 13a-14 and 15d-
14) for the registrant and have:

(a) Designed such disclosure controls and procedures
to ensure that material information relating to the
registrant, including its consolidated subsidiaries,
is made known to us by others within those entities,
particularly during the period in which this annual
report is being prepared;

(b) Eval uated the effectiveness of the registrant's
di scl osure controls and procedures as of a date within
90 days prior to the filing date of this annual report
(the "Evaluation Date"); and

(c) Presented in this annual report our conclusions
about the effectiveness of the disclosure controls and
procedures based on our evaluation as of the

Eval uati on Dat e;
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5. The registrant's other certifying officers and | have

di scl osed, based on our nobst recent evaluation, to the
registrant’s auditors and the audit commttee of registrant's
board of directors (and persons perform ng the equival ent
function):

(a) Al'l significant deficiencies in the design or
operation of internal controls which could adversely
affect the registrant's ability to record, process,
summari ze and report financial data and have
identified for the registrant's auditors any materi al
weaknesses in internal controls; and

(b) Any fraud, whether or not material, that

i nvol ves nmanagenent or ot her enpl oyees who have a
significant role in the registrant's interna
controls; and

6. The registrant's other certifying officers and | have
indicated in this annual report whether there were significant
changes in internal controls or in other factors that could
significantly affect internal controls subsequent to the date of
our nost recent evaluation, including any corrective actions
with regard to significant deficiencies and material weaknesses.

Date: February 27, 2003
By:/s/ Greg Pendura

Nane: G eg Pendura
Title: President & CEO
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CERTI FI CATI ONS

|, Keith Gerrard of Resin Systens Inc., certify that:

2. | have reviewed this annual report on Form 20-F of Resin
Systens Inc.,;

2. Based on ny know edge, this annual report does not contain
any untrue statement of a material fact or omt to state a

mat erial fact necessary to nake the statenents nade, in |ight of
t he circunstances under which such statenents were nmade, not

m sl eading with respect to the period covered by this annual
report;

3. Based on ny know edge, the financial statenents, and ot her
financial information included in this annual report, fairly
present in all material respects the financial condition,
results of operations and cash flows of the regi strant as of,
and for, the periods presented in this annual report;

4. The registrant's other certifying officers and | are
responsi bl e for establishing and mai ntai ning disclosure controls
and procedures (as defined in Exchange Act Rules 13a-14 and 15d-
14) for the registrant and have:

(a) Designed such disclosure controls and procedures
to ensure that material information relating to the
registrant, including its consolidated subsidiaries,
is made known to us by others within those entities,
particularly during the period in which this annual
report is being prepared;

(b) Eval uated the effectiveness of the registrant's
di scl osure controls and procedures as of a date within
90 days prior to the filing date of this annual report
(the "Evaluation Date"); and

(c) Presented in this annual report our conclusions
about the effectiveness of the disclosure controls and
procedures based on our evaluation as of the
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Eval uati on Dat e;

5. The registrant's other certifying officers and | have

di scl osed, based on our nost recent evaluation, to the
registrant’s auditors and the audit conmttee of registrant's
board of directors (and persons perform ng the equival ent
function):

(a) Al'l significant deficiencies in the design or
operation of internal controls which could adversely
affect the registrant's ability to record, process,
summari ze and report financial data and have
identified for the registrant's auditors any materi al
weaknesses in internal controls; and

(b) Any fraud, whether or not material, that

i nvol ves managenent or ot her enployees who have a
significant role in the registrant's interna
controls; and

6. The registrant's other certifying officers and | have
indicated in this annual report whether there were significant
changes in internal controls or in other factors that could
significantly affect internal controls subsequent to the date of
our nost recent eval uation, including any corrective actions
with regard to significant deficiencies and materi al weaknesses.

Date: February 27, 2003
By:/s/ Keith Gerrard

Name: Keith Gerrard
Title: Controller
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RESIN SYSTEMS INC.

14604 — 115 A Avenue
Edmonton, AB, T5M 3C5
Tel: 780-482-1953 Fax: 780-452-8755

Management's Responsibility for Financial Reporting
August 31, 2002

The accompanying consolidated financial statements and all of the information included in this report
have been prepared by and are the responsibility of, management and the Board of Directors of Resin
Systems Inc. The consolidated financial statements have been prepared in accordance with Canadian
generally accepted accounting principles and reflect management’s best estimates and judgments
based on currently available information. The significant accounting policies which management
believes are appropriate for the Company are described in Note 2 of the consolidated financial
statements.

Additionally, management has prepared, as a supplement to the consolidated financial statements, a
reconciliation of the financial information to conform to United States generally accepted accounting
principles. The Company became a reporting issuer of the U.S. Securities and Exchange Commission
("SEC") as announced on December 3, 2002.

The Company has developed and maintains an appropriate system of internal controls in order to
ensure, on a reasonable and cost-effective basis, that relevant and reliable financial information is
produced.

The Board of Directors is responsible for reviewing and approving the consolidated financial statements
and overseeing management's performance of its financial reporting responsibilities. The Board has
appointed an Audit Committee comprised of one officer and two independent Directors.

The Audit Committee reviews the financial statements, the adequacy of internal controls, the audit
process and financial reporting with management and the external auditors. The Audit Committee
reports to the Board of Directors prior to the approval of the audited financial statements for publication.

KPMG LLP, the external auditors, have performed an audit of the consolidated financial statements in
accordance with Canadian generally accepted auditing standards on behalf of the shareholders.

January 8, 2003

Signed “Greg Pendura” Signed “Keith Gerrard”
Greg Pendura Keith Gerrard
President and CEO Controller
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AUDI TORS' REPORT TO SHAREHOLDERS

We have audited the consolidated bal ance sheets of Resin Systens Inc. as at
August 31, 2002, 2001 and 2000 and the consolidated statenents of |oss and

deficit and cash flows for each of the years in the three year period ended
August 31, 2002. These financial statenments are the responsibility of the

Conpany’ s managenent. Qur responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with Canadi an generally accepted auditing
standards and auditing standards generally accepted in the United States of
Anerica. Those standards require that we plan and performan audit to obtain
reasonabl e assurance whether the financial statements are free of materia

m sstatement. An audit includes exam ning, on a test basis, evidence
supporting the anpunts and di sclosures in the financial statements. An audit

al so includes assessing the accounting principles used and significant

esti mates made by managenent, as well as evaluating the overall financia
statenment presentation

In our opinion, these consolidated financial statenents present fairly, in al
mat eri al respects, the financial position of the Conpany as at August 31, 2002,
2001 and 2000 and the results of its operations and its cash flows for each of
the years in the three year period ended August 31, 2002, in accordance with
Canadi an generally accepted accounting principles.

Canadi an generally accepted accounting principles vary in certain significant
respects from accounting principles generally accepted in the United States.

Application of accounting principles generally accepted in the United States
woul d have affected results of operations for each of the years in the three
year period ended August 31, 2002, 2001 and 2000 to the extent summarized in
note 17 to the consolidated financial statenents.

Si gned: “KPMG LLP”
Chartered Accountants

Ednont on, Canada
Decenmber 2, 2002
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COMVENTS BY AUDI TOR FOR U. S. READERS
ON CANADA — U. S. REPORTI NG DI FFERENCE

In the United States, reporting standards for auditors require the addition of
an expl anatory paragraph (follow ng the opinion paragraph) when the financia
statenents are affected by conditions and events that cast substantial doubt on
the Conpany’'s ability to continue as a going concern, such as those descri bed
in the notes to these financial statenents. Qur report to the sharehol ders

dat ed Decenber 2, 2002, is expressed in accordance with Canadi an reporting

st andards which do not permt a reference to such events and conditions in the
Auditors’ Report when these are adequately disclosed in the financia
statenents.

Si gned: “KPMG LLP”
Chartered Accountants

Ednont on, Canada
Decenber 2, 2002
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RESI N SYSTEMS | NC,

CONSCOLI DATED BALANCE SHEETS
(Canadi an Dol | ars)

2002 2001 2000
AUGUST 31, August 31, August 31,
ASSETS
Current assets:
Cash and short terminvestnents $ 518,581 $ 197,637  $ 163, 456
Accounts receivable (note 3) 238, 886 112,072 135, 696
Recei vabl e from NRC (note 15) 37,620 - - - -
I nventori es 275, 305 356, 065 495, 620
Prepai d expenses and deposits 6, 939 18, 480 17, 260
1,077,331 684, 254 812, 032
Prepaid rent and
security deposit (note 9) 7,192 37,000 37,000
Capital assets (note 4) 201, 901 287, 650 349, 344
I nt angi bl e assets (note 5) 35, 497 13, 241 702, 802
Loan receivable fromdirector (note 6) - - - - 56, 000
$ 1,321,921 $ 1,022,145 $ 1,957,178
LI ABI LI TI ES and SHAREHOLDERS' EQUITY
Current liabilities:
Payabl es and accrual s $ 184, 153 $ 179, 875 $ 485, 198
Not es payable (note 7) - - 326, 483 - -
184, 153 506, 358 485, 198
Long-term payable to NRC (note 15) 37,620 - - - -
Shar ehol ders' equity:
Share capital (note 8) 11, 384, 507 9,082,178 7,432,422
Deficit (10, 284, 359) (8,566, 391) (5, 960, 442)
1, 100, 148 515, 787 1,471,980
Future operations (note 1)
Commitnents (note 9)
Subsequent events (note 16)
$ 1,321,921 $ 1,022,145 $ 1,957,178

See acconpanyi ng notes to consolidated financia

On behal f of the Board:

Si gnhed “Greg Pendura“
Di rector

statenments.

Si gned “Len Danard*

Di r ect or
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RESI N SYSTEMS | NC,

CONSOLI DATED STATEMENTS OF LOSS AND DEFICI T

(Canadi an dol | ars)

2002 2001 2000
AUGUST 31, August 31, August 31,
Revenue 343,257 % 269,235 % 665, 573
Expenses:
Cost of sales 216, 782 145, 679 514, 768
Di rect and product devel opnment 632, 042 163, 891 229, 882
Mar ket i ng and busi ness devel opnent 314, 168 545, 323 394, 867
General and adm nistrative 814, 681 1,093,773 530, 127
I nterest and ot her charges 9,093 49, 700 15, 315
Anortization 62, 438 58, 634 303, 660
2,049, 204 2,057, 000 1, 988, 619
Loss before the under-noted (1, 705, 947) (1,787, 765) (1, 323, 046)
Gain (loss) on sale of capital 393 7,221 (931)
Wite-down of inventories -- -- (244, 567)
Wite-down of capital and
i nt angi bl e assets (12, 414) (825, 405) (1,108, 116)
Net | oss (1,717, 968) (2,605,949) (2,671, 660)
Deficit, beginning of year (8,566, 391) (5,960, 442) (3,288, 782)
Deficit, end of year $ (10,284,359) $ (8,566,391) $ (5,960, 442)
Basi ¢ and diluted | oss
per conmon share (note 8) (0.09) $ (0.17) $ (0.21)

See acconpanyi ng notes to consolidated financia

statenments.



RESI N SYSTEMS | NC,

CONSOLI DATED STATEMENTS OF CASH FLOWNS
(Canadi an dol | ars)

2002 2001 2000
AUGUST 31, August 31, August 31,
Cash provided by (used in):
Oper ati ng:
Net | oss $ (1,717,968) $ (2,605,949) $ (2,671, 660)
Items which do not involve cash
Anortization 62, 438 58, 634 303, 660
Loss (gain) on sale of capital assets (393) (7,221) 931
Wite-down of inventories -- -- 244, 567
Wite-down of |eases receivable -- -- 35, 642
Wite-down of capital and
i ntangi bl e assets 12,414 825, 405 1,103, 116
Reducti on of |oan receivable
fromdirector - - 37,401 - -
Consul ting services settled by
Reducti on of share purchase | oan 18, 000 - - - -
Shares to be issued pursuant to
ARC agr eenent 184, 375 - - - -
Change in non-cash operating
wor ki ng capi tal (30, 235) (75, 064) 202, 579
(1,471, 369) (1, 766, 794) (781, 165)
Fi nanci ng:
Proceeds fromissue of share capital
net of transaction costs 1, 234, 467 1, 026, 538 387, 633
Proceeds fromissue of notes payable 739, 000 900, 000 - -
Repaynment of notes payable (200, 000) - - - -
Repaynment of |ong-term debt (note 7) - - - - (211, 211)
1,773, 467 1, 926, 538 176, 422
I nvesti ng:
Purchase of capital assets (82, 150) (44, 701) (14, 129)
Prepaid rent and security deposit 29, 808 - - (37, 000)
Proceeds on sale of capital assets 110, 629 13, 695 481, 093
Acqui sition of intangible assets (39, 441) (94, 557) (173, 225)
18, 846 (125, 563) 256, 739
I ncrease (decrease) in cash 320, 944 34,181 (348, 004)
Cash and short-terminvestnents,
begi nni ng of year 197, 637 163, 456 511, 460
Cash and short-terminvestnents,
End of year $ 518,581 $ 197,637 $ 163, 456
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RESI N SYSTEMS | NC,

Notes to Consol i dated Fi nancial Statenents
(Canadi an Dol | ars)
Years ended August 31, 2002, 2001 and 2000

1

Nature of operations and future operations:

Resin Systens Inc. (the “Conpany”) was incorporated on July 26, 1995 under
t he Busi ness Corporations Act of Al berta and commenced active operations on
Septenber 1, 1995. The Conpany's primary business is the devel opnment and
mar keting of its conposite resin system Until late fiscal 2000, the
Conpany’s primary busi ness was the sale of a protective coating, "Uni-Seal"
produced fromrecycled tires. The Conpany is traded on the TSX Venture
Exchange under the synbol *RS

The Conpany has conpleted the filing of Form 20F regi stration statenent
under The Exchange Act of 1934 and is now a full reporting foreign private
issuer in the United States. The Conpany is also currently in discussions
with OTC Bulletin Board nmarket nmkers to facilitate sponsorship in the US
Mar ket .

Fut ure operations:

These financial statenents have been prepared on a going concern basis in
accordance with Canadi an generally accepted accounting principles (see also
notes 16 and 17), which assunes the Conpany will realize its assets and
discharge its liabilities and conmitnments in the normal course of business.
The application of the going concern concept is dependent upon the ability
of the Conpany to generate profitable operations and raise additiona
capital to support its ongoing devel opment and operating activities. For

t he year ended August 31, 2002, the Conpany reported a |loss of $1,717, 968
and has an accunul ated deficit of $10,284,359. As at August 31, 2002 the
Conpany has positive working capital of $893, 178.

In fiscal 2002 the Conpany began the inplenentation of a revised business

pl an, which included a reduction of staff and closing of its U S. office
that was opened earlier in 2002. The Conpany al so began to inplenment a new
sal es and marketing strategy and spent considerable tinme and resources
refining process issues related to entering pultrusion production

Al'so in fiscal 2002, the Conpany eval uated and pursued new financing
alternatives, including signing agreenents with the National Research
Council (“NRC') and the Al berta Research Council (“ARC’) to assist the
Conpany in further devel opnent of various Version resin systens. Prior to
entering into these agreenents, the Conpany issued $739, 000 in notes payable
that were, under the terns of the notes, converted into equity upon
execution of the NRC agreenent. |In addition, the Conpany conpleted a fully
subscri bed private placenent that generated proceeds of $1,239,713 (see note
8).
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RESI N SYSTEMS | NC,

Notes to Consol i dated Fi nancial Statenents
(Canadi an Dol | ars)
Years ended August 31, 2002, 2001 and 2000

1

Nature of operations and future operations, (continued):

Future operations, (continued):

The ability of the Conpany to continue as a going concern and to realize the
carrying value of its assets and discharge its liabilities when due is
dependent on the successful conpletion of the actions taken or pl anned,

whi ch managenment believes will mitigate the adverse conditions and events
that rai se doubt about the validity of the “going concern” assunption used
in preparing these financial statenents.

These financial statenments do not reflect any adjustnments that would be
necessary if the “going concern” assunptions were not appropriate because
managenent is of the opinion that sufficient working capital will be

obtai ned from operations, shareholders and other external financing sources
to nmeet the Conpany’s liabilities and commitnments as they becone payabl e.

Si gni fi cant accounting policies:

(a) Nane change
On May 8, 2000, the Conpany changed its nanme to Resin Systens Inc.
from Recycl ed Sol utions for Industry Inc.

(b) Basis of presentation
These consol i dated financial statenents include the accounts of the
Conmpany and its U. S. subsidiary, Resin Systems Incorporated. The
Conpany al so has the follow ng inactive subsidiaries: Uni-Sea
(Canada) Inc., Uni-Seal USA Ltd., Uni-Seal Mulding Technol ogies Inc.
Resin Systens International Ltd. (Barbados) and Resin Systens Sal es
Limted (Ireland).

(c) Cash and short-terminvestnents:
Cash and short-terminvestnents are carried at cost which approxi mates
market. The Conpany considers deposits in banks, certificates of
deposit and short-terminvestnents with original maturities of three
mont hs or | ess as cash and short-terminvestnents.

(d) Inventories:

The Conpany records inventories on a first-in, first-out basis at the
| oner of cost and net realizable value which is equivalent to market.
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RESI N SYSTEMS | NC.

Notes to Consol i dated Fi nancial Statenents
(Canadi an Dol | ars)

Years ended August 31, 2002, 2001 and 2000

2. Significant accounting policies, (continued):

(e) Capital assets:
Capital assets are recorded at cost. Anortization is provided using
the declining balance nmethod at the follow ng annual rates:

Asset Rat e
Bui | di ng 5%
Equi pnent 20%
Comput er hardware and software 30%

(f) nt angi bl e assets:

The Conpany is engaged in research and devel opnment work and the costs
of such are expensed as incurred, unless they neet the criteria for
deferral established by Canadi an generally accepted accounting
principles. Mnagenent assesses the applicable criteria on an ongoing
basis. Research and devel opnent costs are reduced by any rel ated

gover nment assi stance and tax incentives.

I ntangi bl e assets are recorded at cost and their carrying value is
assessed for future recoverability or inpairnment on an annual basis.
When the net carrying anount of an intangi ble asset exceeds the
estimted net recoverable amount, the asset is witten down with a
charge against income in the period that such deternination is made.
Anortization of intangible assets is provided on a straight-line basis
over their estimated useful life of five years.

(g) Foreign currency translation:
Forei gn currency denoni nated nonetary assets and liabilities are
transl ated i nto Canadi an dol |l ars at exchange rates prevailing at the
bal ance sheet date. Revenues and expenses are translated at the
exchange rate in effect at the transacti on date.

The Conpany’s subsidiaries are fully integrated subsidiaries, and are
transl ated i nto Canadi an dollars using the tenporal nethod, whereby
nmonetary assets and liabilities are recorded at exchange rates in
effect at the bal ance sheet date, non-nobnetary assets are recorded at
hi stori cal exchange rates, and revenues and expenses are recorded at
the exchange rate on the transaction date.

Exchange gains and | osses are included in the determnination of
earni ngs (Il osses).
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RESI N SYSTEMS | NC.

Notes to Consol i dated Fi nancial Statenents
(Canadi an Dol | ars)
Years ended August 31, 2002, 2001 and 2000

2. Significant accounting policies, (continued):

(g) Foreign currency translation, (continued):
The following rates were used in the preparation of the financia
statenments:

Average rate Rate at year end
August 31, 2002 1.5440 1.5346
August 31, 2001 1. 5545 1.5183
August 31, 2000 1.4812 1. 4557

(h) Use of estimtes:
The preparation of financial statements in accordance with Canadi an
general ly accepted accounting principles requires managenent to nmake
estimates and assunptions that affect the reported amobunts of assets
and liabilities and disclosure of contingent liabilities at the date
of the financial statenents and the reported amounts of revenues and
expenses during the period. Actual results could differ fromthose
reported. The recoverable value of the inventories, capital and
i ntangi bl e assets, and anortization rates are the nore significant
items subject to estimates in these financial statenents.

(i) Stock-based conpensation plans:
The Conpany has a stock-based compensation plan, which is described in
note 8. No conpensation expense is recognized for this plan when
stock or stock options are issued to enployees. Any consideration
pai d by enpl oyees on exerci se of stock options or purchase of stock is
credited to share capital

When the Conpany i ssues stock to non-enpl oyees for services in

settl enent of debt, it recognizes the transaction at the estimated
fair value. Wen the Conpany issues stock options to non-enpl oyees no
conpensati on expense i s recognized. Any consideration paid by the
non- enpl oyees on exercise of the stock options is credited to share
capital .
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RESI N SYSTEMS | NC,

Notes to Consol i dated Fi nancial Statenents

(Canadi an Dol | ars)
Years ended August 31, 2002, 2001 and 2000

2. Significant accounting policies, (continued):

()

(1)

(k)

St ock- based conpensation plans, (continued):

I n Decenber 2001, the CICA issued Handbook Section 3870 to be applied
for fiscal years beginning on or after January 1, 2002. This standard
requires that certain types of stock-based conpensati on arrangenents
be accounted for at fair value, giving rise to conpensation expense.
The section sets out a fair value based nethod of accounting that is
required for certain, but not all, stock-based transactions and
applies to transactions in which shares of common stock, stock
options, or other equity instruments are granted or liabilities

i ncurred based on the price of common stock or other equity

i nstruments. The new standard pernmits conpanies to continue the
policy that no conpensation cost is recorded on the grant of stock
options to enployees. Disclosure of pro forma earnings and pro forma
earni ngs per share as if the fair val ue based accounting nmethod had
been used to account for enployee stock options are required for
options granted to enpl oyees. Consideration paid by enpl oyees on the
exercise of stock options is recorded as share capital and contributed
surplus. The Conpany will adopt this standard in fiscal 2003.

Revenue recognition:

Revenue i s recogni zed upon the transfer of legal title. The Conpany
sells all its products on a “F. O B. Plant” basis and all risk of |oss
is assuned by the customer once the product has |eft the Conpany’s
plant. Only when this condition of sale has been net, does the
Conpany recogni ze revenue associated with the transaction

ncome taxes:

The Conpany uses the asset and liability nethod of accounting for

i ncome taxes on an annual basis. Under the asset and liability nethod,
future tax assets and liabilities are recognized for the future tax
consequences attributable to differences between the financia
statement carrying anounts of existing assets and liabilities and
their respective tax bases. Future tax assets and liabilities are
measured using enacted or substantively enacted tax rates expected to
apply to taxable income in the years in which those tenporary

di fferences are expected to be recovered or settled. The effect on
future tax assets and liabilities of a change in tax rates is

recogni zed in inconme in the period that includes the date of enactnent
or substantive enactnent.
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RESI N SYSTEMS | NC,

Notes to Consol i dated Fi nancial Statenents

(Canadi an Dol | ars)
Years ended August 31, 2002, 2001 and 2000

nmet hod of presenting earnings per share to the treasury stock method

nmet hod, the objective is to provide a neasure of the interests of each

The Conpany has adopted Section 3500 and applied it on a retroactive
basis. Under the new standard, the 9,699,560 Common Shares held in

included in the calculation of basic earnings per share when all the

outstandi ng for the periods ended August 31, 2002, 2001 and 2000 has
been reduced by 9,699,560. This reduction has increased the |oss per
share for the year ended August 31, 2002 to $0.09 from$ 0.06, for the
year ended August 31, 2001 to $0.17 from $0.10 and for the year ended

Certain conparative figures have been reclassified to conformto the
financial statenment presentation adopted in the year ended August 31

2. Significant accounting policies, (continued):
(I') Loss per common share:
In January 2001, The Canadian Institute of Chartered Accountants
i ssued new requi renents under Handbook Section 3500, Earnings Per
Share. The standard required a change fromthe inputed interest
of presentation for earnings per share. Under the treasury stock
Common Share in the performance of an enterprise for the reporting
peri od.
escrow (see note 8) are not considered outstanding and are only
necessary conditions for their issuance have been satisfied. As a
result, the Conmpany’s wei ghted average nunber of Comron Shares
August 31, 2000 to $0.21 from $0.12.
(m Conparative figures:
2002.
3. Accounts receivable and all owance for doubtful accounts:

The Conpany reports accounts receivable net of allowance for doubtful
accounts and accounts that have been witten off directly to expense as they
become uncol l ectible during the year. An estimation of the allowance for
doubt ful accounts is based upon managenment’s anal ysis of individual customer
accounts and the |ikelihood of collecting each account based upon the age of
the ampunt outstanding as it relates to specific invoices. Allowance for
doubt ful accounts, as at August 31, 2002, 2001 and 2000 were; $124, 203,
$38,221 and nil respectively.
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RESI N SYSTEMS | NC,

Notes to Consol i dated Fi nancial Statenents
(Canadi an Dol | ars)
Years ended August 31, 2002, 2001 and 2000

4.

Capital assets:

Accunul at ed Net Book
Cost anortization val ue
August 31, 2002:
Equi pnent $ 372,999 $ 206, 146 $ 166, 853
Conmput er har dware and
sof twar e 84, 439 49, 391 35, 048
$ 457,438 $ 255,537 $ 201,901
August 31, 2001
Land $ 50, 107 $ -- $ 50, 107
Bui | di ng 72,987 17,941 55, 046
Equi pnent 321, 428 164, 433 156, 995
Comput er har dware and
sof twar e 61, 048 35, 546 25, 502
$ 505,570 $ 217,920 $ 287,650
August 31, 2000:
Land $ 68, 328 $ -- $ 68, 328
Bui | di ng 100, 318 13, 606 86, 712
Equi pnent 306, 057 135, 420 170, 637
Conput er hardware and
sof tware 48, 284 24,617 23, 667
$ 522,987 $ 173,643 $ 349, 344

During fiscal 2002, the Conpany sold excess | ab equi pment for gross proceeds
of $3,271, also during this period the Conpany sold its land and building in
the United States for gross proceeds of $75,000 U. S.

During the year ended August 31, 2001, the Conmpany wote down its |and and
building located in the United States by $45,552 to reflect the fair market
val ue of the property which was subsequently sold.

In fiscal 2000 the Conpany sold [and and building | ocated in Ednonton as
well as a truck and trailer. This transaction reduced the Conpany’s |ong-
termdebt to nil. Comrensurate with the sale of the | and and buil di ng, the
Conpany entered into an agreenent with the purchaser to | ease-back the
facilities on a long-termbasis. Additionally, the Conpany w ote down
capital assets during the year ended August 31, 2000 by $103, 116.
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RESI N SYSTEMS | NC,

Notes to Consol i dated Fi nancial Statenents
(Canadi an Dol | ars)

Years ended August

31, 2002, 2001 and 2000

5.

I nt angi bl e assets:

Accunul at ed Net Book
Cost anortization val ue
August 31, 2002
Leasehol d i nprovenents $ 39,441 $ 3,944 $ 35,497
August 31, 2001
Leasehol d i nprovenents $ 16, 552 $ 3,311 $ 13,241
August 31, 2000
Technol ogy rights to
Uni - Seal seal ant $ 529,635 $ -- $ 529,635
Version resin deferred
devel opnent costs 171, 131 - - 171, 131
Leasehol d i nprovenents 2,094 58 2,036
$ 702,860 $ 58 $ 702, 802

During the year ended August 31, 2002,
head office. As a result,
previous location of $12,414 were witten off.

t he Conpany noved the |ocation of its

unanorti zed | easehol d i nprovenents related to the

I n August 2001, managenment wrote off a majority of the Conpany’s intangible
be reasonably regarded as

assets as the recovery of these costs could not

assur ed.

In fiscal 2000 the Conpany shifted its focus toward its “Version”
system and away fromindustrial coatings. As a result,
carrying value of the “Uni-Seal”
net anount of $1, 000,000 to reflect the estimated portion that

the industrial coatings products.
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RESI N SYSTEMS | NC,

Notes to Consol i dated Fi nancial Statenents
(Canadi an Dol | ars)
Years ended August 31, 2002, 2001 and 2000

During the year ended August 31, 2002, the Conpany contracted with one of
its directors and senior officers to provide services anounting to $7, 490
for | easehold inprovenents which were capitalized.

In 1999, the Conpany provided one of its directors with an interest free
loan relating to relocation expenses. During the year ended August 31
2001, this loan was reduced by the relocati on expenses incurred and was

6. Related party transactions:
fully repaid.
7. Notes payabl e:

(a) Issued fiscal 2001:

During the year ended August 31, 2001, the Conpany conpl eted the
private placenent of prom ssory notes in the aggregate principa
amount of $900, 000 bearing interest at 12% per annum The hol ders of
the promi ssory notes had a first right, but not an obligation to,
participate in the prospectus offering that closed on June 29, 2001
to the extent of all, but not less than all, of the outstanding

bal ance of the principal sumthereof and any accrued and unpaid

i nterest thereon, plus a cash bonus equal to the difference between
$12,000 (for each principal ampbunt of $100,000) and such accrued and
unpaid interest at the time of the election to participate in the
offering. O the aggregate amount nentioned above, hol ders of

$600, 000 (principal sunm) elected to participate in the prospectus

of fering.

A hol der of a prom ssory note with an original principal amunt of
$100, 000 entered into agreement with the Conpany to be included in the
new secured convertible prom ssory notes issued in fiscal 2002 (see
note 7(b)).

The remai ning promissory notes with an original principal amunt of

$200, 000 and the accrued interest thereon were repaid in the year
ended August 31, 2002.
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RESI N SYSTEMS | NC,

Notes to Consol i dated Fi nancial Statenents
(Canadi an Dol | ars)
Years ended August 31, 2002, 2001 and 2000

7. Notes payable, (continued):

(b) Issued fiscal 2002:

During the year ended August 31, 2002, the Conpany issued $739,000 in
new secured convertible prom ssory notes. These notes bore interest at
a rate of 12% per annumwi th interest comenci ng February 1, 2002, and
due Decenber 20, 2002. Additionally, these notes were, at the option
of the holder, convertible to an equity unit on the basis of one
“unit” for each $0.32 of principal and interest. Each unit was

conpri sed of one Commobn Share and one warrant to purchase a Conmon
Share at a price of $0.75 per share on or before Decenmber 20, 2002.
The conversion right was deenmed to be exercised on the date the
Conpany entered into the proposal with the National Research Counci

of Canada to receive funding.

On April 18, 2002 the Conpany entered into an agreenent with the
Nat i onal Research Council which triggered the deenmed conversion of the
not es and $860, 241 of principal and accrued interest was converted to
Conmon Shares and warrants.

8. Share capital

(a) Authorized and issued shares:

The Conpany’s authorized share capital consists of an unlimted nunber
of Common Shares and preferred shares issuable in series.

The Conpany’'s issued share capital consists of the foll owi ng Common

Shar es:
Nunber of
shares Anpunt

Bal ance August 31, 1999 22,272,219 $ 7,044,789
Shares issued for cash net of

transaction costs and share

subscription prom ssory notes

of $150, 000 1, 654, 000 387, 633
Bal ance August 31, 2000 23,926, 219 7,432,422
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8. Share capital, (continued):

(a)

Aut hori zed and i ssued shares, (continued):

Number of
shares Anmount

Bal ance August 31, 2000 (forward) 23, 926, 219 7,432,422
Shares issued for cash net of

transaction costs 2,244,766 998, 538
Conversion of notes payable

net of transaction costs (note 7) 1, 033, 847 623, 218
St ock options exercised 70, 000 28, 000
Bal ance August 31, 2001 27,274,832 9,082,178
Conversi on of notes payable

net of transaction costs (note 7) 2,688, 253 860, 241
Shares issued for cash net of

transaction costs and share

subscription prom ssory notes

of $175, 540 3, 750, 000 1,257,713
Total issued and outstandi ng 33,713,085 11, 200, 132
Shares to be issued pursuant to

ARC Agreenent (note 15 & 16) 312,500 184, 375
Bal ance August 31, 2002 34, 025, 585 $ 11, 384, 507

In conjunction with a private placenment conpleted during the year
ended August 31, 2002, the Conpany issued to a director 483,850 Commmon
Shares and 483,850 Common Share purchase warrants (see note 8 (c)), in
exchange for a promi ssory note in the ampunt of $193,540. The

prom ssory note is non interest bearing and is being repaid through
the provision of consulting services at approximately $12, 000 per
month. |f the consulting agreement is termn nated, any anpunt
outstanding is due within sixty days. As collateral for the note, the
Conpany is holding the 483,850 Common Shares and warrants. As at
August 31, 2002 the bal ance outstanding is $175, 540,
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8. Share capital, (continued):

(b) Options:

St ock option pl an:

The Conpany has adopted a stock option plan to advance the interests
of the Conpany by encouraging its directors, managenent, enployees and
consultants to acquire shares in the Conpany. Under terns of the

pl an, the Board of Directors has full authority to adm nister the plan
in accordance with the ternms of the plan. The plan provides that the
aggregate nunber of shares to be delivered upon the exercise of al
options granted under the plan shall not exceed 10% of the issued
shares of the Conpany at the tine of granting options. The nunber of
options and exercise price thereof is set by the Board of Directors at
the tinme of grant, provided that the exercise price may not be |ess
than the market price of the shares, |ess any discounts permtted by
the rules of the stock exchange or stock exchanges.

The maxi mum nunber of options that nay be granted to any one

i ndi vi dual shall not exceed 5% of the Conpany’s issued and outstanding
Common Shares. The options granted under the plan nmay be exercisable
for a period not exceeding five years and may vest at such tinmes as
the Board of Directors may deternmine at the time of grant.

Qut st andi ng Opti ons:

A summary of the status and changes in the Conpany’s outstandi ng stock
options is presented bel ow.

Nunber of Wei ght ed aver age

share options exercise price

CQut st andi ng, Septenber 1, 1999 1, 535, 000 $ 0.23
Grant ed 1, 125, 000 0. 45
Exerci sed (894, 000) 0. 20
Forfeited (451, 000) 0. 20
Qut st andi ng, August 31, 2000 1, 315, 000 0. 45
Grant ed 825, 000 0.78
Exerci sed (70, 000) 0. 40
Forfeited (190, 000) 0. 47
Qut st andi ng, August 31, 2001 1, 880, 000 0. 60
Grant ed 2, 955, 000 0. 37
Exer ci sed (200, 000) 0. 35
Forfeited (1, 450, 000) 0. 69
Cut st andi ng, August 31, 2002 3,185, 000 $ 0. 36
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8.

Share capital, (continued):

(b)

Options, (continued):

Qut standi ng Options, (continued):

The followi ng table sunmarizes information about the stock options
out standi ng as at August 31, 2002:

Wei ght ed

aver age
Exerci se Nunber years Exerci sabl e at
price out st andi ng remai ni ng August 31, 2002
$0. 34 70, 000 3. 00 35, 000
$0. 34 845, 000 4.25 596, 666
$0. 40 200, 000 0.42 200, 000
$0. 40 250, 000 2.67 250, 000
$0. 40 1, 360, 000 4.75 1, 160, 000
$0. 40 350, 000 4.92 250, 000

$0. 50 70, 000 4.50 --

$0. 65 40, 000 3.92 40, 000
3, 185, 000 4.15 2,531, 666

During the year ended August 31, 2000, certain directors and officers
exerci sed 750,000 options with an exercise price of $0.20 per share.
Payment for these shares was made in the form of prom ssory notes
totaling $150, 000, as collateral for notes the Conpany is holding the
750, 000 shares. These pronissory notes are interest free and have no
fixed terms of repaynent. |In the fiscal year ended August 31, 2002, a
director and officer of the Conpany paid $2,000 for part of the note,
as a result 10,000 shares were rel eased.

Additionally in the year ended August 31, 2002, a consultant exercised
200, 000 options with an exercise price of $0.35 per share. Paynent
for these shares was pursuant to an interest free prom ssory note,
with terms of payment in full on or before Decenber 31, 2002.
Subsequent to this issuance, the consultant requested to cancel these
shares and correspondi ng promi ssory note to which the Conpany agreed
and executed the cancel |l ations.
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8. Share capital, (continued):

(b) Options, (continued):

Options held by consultants:

Included in the outstandi ng stock option anmpbunts above, are options
that were granted to consultants, the details of which are outlined

bel ow.
Nurmber of Wei ght ed aver age
share options exercise price
CQut st andi ng, Septenber 1, 1999 375, 000 $ 0. 20
Grant ed 200, 000 0. 35
Exerci sed (60, 000) 0. 20
Forfeited (165, 000) 0. 20
Qut st andi ng, August 31, 2000 350, 000 0.29
Grant ed 200, 000 0.93
Exerci sed - - - -
Forfeited (150, 000) 0. 20
Qut st andi ng, August 31, 2001 400, 000 0. 64
Grant ed 615, 000 0. 39
Exerci sed (200, 000) 0. 35
Forfeited (200, 000) 0. 93
Cut st andi ng, August 31, 2002 615, 000 0. 39

(c) VWarrants:

Pursuant to a private placenment conpleted during the year ended August
31, 2001, the Conpany granted 1,000,000 share purchase warrants to the
subscribers thereof. Each warrant was exercisable into one Conmmon
Share of the Conmpany at any tine prior to Decenber 22, 2001 at an
exercise price of $0.60. |In fiscal 2002 the Conpany obtai ned

perm ssion fromthe regulatory authorities to extend the expiry date
to April 22, 2002. Al warrants pursuant to this issue expired in
fiscal 2002.
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8. Share capital, (continued):

(c) Warrants, (continued):

As part of a prospectus offering conpleted in fiscal 2001, the Conpany
granted an additional 1,948,624 warrants with an exercise price of
$1.00 per share. Each warrant entitled the holder to acquire one
Common Share at any tinme prior to July 2, 2002. Al warrants relating
to this issue expired in fiscal 2002.

In conjunction with the note payable conversion referred to in note 7
above, the Conpany issued 2,688,253 warrants with an exercise price of
$0.75 and an expiry date of Decenber 20, 2002.

Additionally in fiscal 2002, as part of a private placenent conpleted
July 15, 2002, the Conpany issued 3,750,000 warrants with an exercise
price of $0.60 and an expiry date of June 30, 2003.

(d) Escrow shares:

As at August 31, 2002, 9,699,560 of the Conpany’'s issued shares are
held in escrow and nay not be rel eased without the prior consent of
regul atory authorities. The release of these shares is governed by
certain conditions, including one share to be rel eased for each $0.50
of cash flow generated from operations by the Conpany and a maxi mum of
one-third of the original amount released in any cal endar year

Subsequent to August 31, 2002, the escrow agreenent was converted to a
time rel eased escrow pursuant to a resolution passed at the Annual and
Speci al Meeting of the Conpany held on October 15, 2002 (see note 16).

(e) Loss per share:

Basic | oss per share is calculated using a nonthly wei ghted average of
shares outstanding. This calculation renoves any shares held in
escrow whi ch as at bal ance sheet date are contingently returnable.

The wei ghted average Comon Shares outstanding for August 31, 2002 was
19, 369, 745 and for August 31, 2001 and 2000 were 15,789, 640 and

12, 806, 962 respectively. The effect of the exercise of options and
war rants outstandi ng would be anti-dilutive and therefore the
numer at or and denom nator for the calculation of diluted | oss per
share are the sanme as basic | oss per share.

FS-20



RESI N SYSTEMS | NC,

Notes to Consol i dated Fi nancial Statenents
(Canadi an Dol | ars)
Years ended August 31, 2002, 2001 and 2000

9. Commitnents:
(a) Royalties:
As part of the purchase of the technical rights of the Uni-Sea
seal ant the Conpany agreed to pay vendor royalties on the amunt of
i ndustrial coatings products sold at a rate ranging from $0.10 to
$1.00 per gallon.
(b) Operating |ease
The Conpany has entered into an agreenent to | ease plant and office
space for a period of five years commencing February 1, 2002, with one
renewabl e option for another five years. The nmininmumrent payable for
each of the next five years is as foll ows:
Year ended Lease Paynents
August 31, 2003 $ 77,314
August 31, 2004 80, 910
August 31, 2005 82, 169
August 31, 2006 84, 956
August 31, 2007 (5 nonths) 35, 960
10. Financial assets and financial liabilities:

The fair values of the Conpany's cash and short-terminvestnents, accounts
recei vabl e, accounts payable and accrued liabilities and notes payabl e and
accrued interest approximate their carrying values due to their short-term
nat ure.

As at August 31, 2002, one customer accounted for 48% of total accounts
recei vabl e, net of allowance, (2001 - 80% 2000 - 179 . The renmining
accounts receivable relate to custonmers in North Anerica. The Conpany does
not obtain collateral or other security to support financial instrunents
subject to credit risk

FS-21



RESI N SYSTEMS | NC,

Notes to Consolidated Financial Statements
(Canadi an Dol | ars)
Years ended August 31, 2002, 2001 and 2000

10.

Fi nanci al assets and financial liabilities, (continued):

11.

The Conpany earns revenue and records accounts receivable in foreign
currency translated to Canadian dollars at the tine of the transactions.
The Conpany does not use derivative instrunents to nmitigate the effects of
forei gn exchange changes between the recording date of the accounts

recei vabl e and the recei pt of cash. These accounts receivable are short-
termin nature. The effects of the foreign exchange changes are not
significant and foreign exchange gains and | osses are included in revenue.

Revenue:

12.

Revenue for the year ended August 31, 2002 includes interest inconme of
$3, 730 (August 31, 2001 - $14,071, August 31, 2000 - $196).

I ncone taxes:

(a) Expected tax rate:

The expected effective tax rate for a public conpany in Alberta is
approximately 39% (2001 - 40% and 2000 — 44% . The Conpany’'s recorded
i ncome tax expense (recovery) differs fromthe anpunts conputed by
appl ying the Conpany’s estimated inconme tax rate to the |oss before

i ncome taxes as a result of the foll ow ng:

August 31, August 31, August 31
2002 2001 2000

Loss before incone taxes $ (1,699, 968) $ (2, 605,949) $ (2,671, 660)

Comput ed “expected” tax
recovery (663, 000) (1,042, 000) (1,176, 000)

Change in val uation

al | owance 328, 000 950, 000 892, 000
Change in enacted tax rates

and use of tax rates

of future years 386, 000 188, 000 - -
O her, including

per manent and U. S.

tax rate differences (51, 000) (96, 000) 284, 000
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Income taxes, (continued):

(b) Net future tax assets:

The tax effects of tenporary differences that give rise to significant
portions of the future tax assets:

August 31, August 31, August 31
2002 2001 2000
Future tax assets:
Non- capital | osses
carried forward-Cdn. $ 2,334,000 $ 1,998, 000 $ 1,375,000
Non-capital | osses
carried forward-U. S. 374, 000 392, 000 226, 000

Capital assets, differences
bet ween net book val ue and
undepreci ated capital cost 102,000 81, 000 117, 000

I nt angi bl e assets,
di fferences between net
book val ue and cunul ati ve

eligible capital 551, 000 696, 000 511, 000

O her 189, 000 55, 000 43,000

3, 550, 000 3,222,000 2,272,000

Less val uation all owance (3,550, 000) (3,222,000) (2,272, 000)
$ -- $ -- $ --

The Canadi an non-capital |osses carried forward expire primarily from
2004 t hrough 2009, while the U.S. non capital |osses carried forward
expire primarily from 2016 through 2022.

13. Segnented i nformation:

The Conpany’s activities conprise one business segnent.

For the years ended August 31, 2002, 2001 and 2000, the Conpany’s revenue
i ncludes sales to conpanies in the United States of $240,554, $139, 320 and
$140, 442 respectively. Also, as at August 31, 2002, 2001 and 2000, the
Conpany had capital assets with a net book value of $47,105, $167,052 and
$229, 379 respectively located in the United States.
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14. Statenent of cash fl ows:

Suppl enentary information related to cash flows from operations:

August 31, August 31, August 31

2002 2001 2000

I nterest paid $ 7,743 $ -- $ (15, 257)
Interest received 3,730 14,071 196

15. Governnment assistance, contingent liabilities and equity issue:

(a) CGovernnent assistance:

During the year ended August 31, 2001, the Conpany received $41,000 in
government assi stance which was netted agai nst devel opnent expenses.

(b) Governnent assistance and contingent liability:

During the year ended August 31, 2002, the Conpany entered into an
agreenent with the National Research Council of Canada (“NRC'), to
further devel op the Conpany’s Version resin technology for the

pul trusion and filanent wi nding conposite markets. This agreenment
falls under the NRC s Industrial Research Assistance Program (“| RAP")
and allows for the Conpany to receive up to $400,000 over a two year
period. These proceeds are for certain costs incurred by the Conpany
in devel opi ng Version F and Version S resin systens, two products
designed for flane retardancy and processing speed applications.
These proceeds are repayable at a rate of 1.9% of gross quarterly
revenues, earned during the period June 1, 2005 to March 1, 2010. |If
t he Conpany has not repaid an anpunt equal to NRC s contribution by
March 2010, the Conpany is liable to make paynments of 1.9% of gross
revenues until either the full amount is repaid or June 1, 2015.

As at August 31, 2002, the Conpany has presented to the NRC two clainms
totaling $37,620 which have been recorded in the Conpany’s records as
a receivable with an offsetting long-termliability. The $37,620 was
recei ved subsequent to August 31, 2002 in full
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15. Government assistance, contingent liabilities and equity issue,
(continued):

(c) Governnent assistance and equity issue:

In the third quarter of fiscal 2002, the Conmpany entered into a

col | aborative research and devel opnent agreenment with the Al berta
Research Council (“ARC’), to optim ze the conmercialization of the
Conpany’s Version Gresin system The ARC will provide up to $500, 000
worth of research and devel opnment services to the Conpany in four
install ments of $125,000. |In exchange for these services, the Conpany
will issue to the ARC the equival ent nonetary val ue in Comon Shares
of the Conpany. The agreenent sets out the valuation of these shares
at points in tine.

The first instalment of $125,000 was received by the Conpany on August
30, 2002, and under the terns of the agreement the deemed price per
share for this installnent was set at $0.40 which entitled ARC to
receive 312,500 shares. As at bal ance sheet date, these shares had
not been issued, however in accordance wi th Canadi an generally
accepted accounting principals (“Cdn. GAAP") the Conpany has recorded
t he pending issue at its August 30, 2002 market price of $0.59 which
inresulted in an additional expense of $ 59, 375.

16. Subsequent events:

(a) Change in Stock Option Plan:

Subsequent to the bal ance sheet date, the Conpany held its Annual and
Speci al Meeting on October 15, 2002 in Ednonton. At the neeting the
di si nterested sharehol ders approved the adoption of a new stock option
pl an for the Conpany. Disinterested sharehol ders are those

sharehol ders who are neither directors nor senior officers of the
Conmpany nor associ ates of the directors or senior offices of the
Conmpany. This plan limts the issuance of stock options to a maxi mnum
of 6,740,000 Comon Share options, which at the tinme, represented
approxi mately 20% of the Conpany’s issued and outstandi ng Common

Shar es.
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16. Subsequent events, (continued):

(b) Change in Escrow Agreenent:

At the Annual and Special Meeting of the Conpany held on Cctober 15,
2002 in Ednonton, disinterested sharehol ders voted in favor of
anmendi ng the ternms of the Performance Escrow Agreenment as all owed by
t he Canadi an Securities Administrators and the TSX Venture Exchange
polices. Under the anended agreenent, the 9,699,560 Conmon Shares
hel d under the Performance Escrow Agreenent are subject to rel ease on
a tinme basis. The first release fromthis agreenment allows for
484,978 Commmon Shares, on a pro rata basis to be released on April 15,
2003, subject to the approval of the TSX Venture Exchange. The

bal ance of the shares will be rel easable over a period of six years
with releases all owed every six nonths. The maxi mum nunmber of Comon
Shares that can be released at any tinme is 10% of the then current

i ssued and out st andi ng Common Shar es.

(c) Letter of agreenent with Canzeal Enterprises Ltd.

On Decenber 2, 2002 the Conpany announced it had entered into a letter
of agreenment with Canzeal Enterprises Ltd. (“Canzeal”),to acquire the
worl dwi de right, title and interest in and to all intellectua

property assets of Canzeal relating to the design, manufacture and

di stribution of conposite poles. In exchange for this intellectua
property and associated rights the Conmpany will issue Canzea

3,000,000 equity units of the Conpany consisting of one Comon Share
and one-half warrant, each whole warrant entitling the holder to
acqui re one Commmon Share at an exercise price of $0.75 per share at
any tinme on or before the first anniversary of the closing date of the
acqui sition. The deened price per the agreenent, for these units has
been set at $1.5 million. This agreement is subject to regulatory
approval and certain conditions precedent, including the Conpany
raising a mnimum of $1, 000,000 and a maxi mrum of $3, 000, 000 t hrough an
equity or debt offering. Pursuant to the agreenent the purchase is
expected to close on or before March 15, 2003.

Pursuant to this agreenent, the Conpany for a period of four years
fromthe closing date, will pay Canzeal a royalty equal to 3.5% of the
gross sal es of conposite poles manufactured by the Conpany using the
intellectual property and rights nmentioned above. Additionally, the
Conmpany wi |l pay Canzeal one half of any royalties generated by the
Conpany’s licensing of the property to a third party up to a nmaxi num
of 3.5% of gross sal es.
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16. Subsequent events, (continued):

(c) Letter of agreenent with Canzeal Enterprises Ltd., (continued)

The Conpany will also grant Canzeal a right of first refusal to build
manuf act uri ng equi pnent based on the intellectual property to produce
the conposite poles. Additionally, the Conpany will pay Canzeal 50%
of any profits generated fromthe sale of such equi pment provided by
Canzeal , provided that Canzeal does not charge the Conpany nore than
5% nore than any bona fide quote the Conpany receives froma third
party to the equi prment.

(d) Private Placenent of 6,000,000 equity units:

On Decenber 2, 2002 the Conpany issued a press release announcing its
intention to issue a maxi mum of 6, 000,000 equity units consisting of
one Common Share and one Commpn Share warrant at a price of $0.50 per
unit. The Common Share warrant will entitle the holder to acquire one
Conmon Share at an exercise price of $0.75 per share subject to
adjustnent in certain events, at any tinme on or before 4:30 p. m
(Ednonton tinme) on the first anniversary of the closing date of the
private placenent.

Management di scl osed that the proceeds fromthis private placenent
will be used to establish a fully operational Canadi an based

manuf acturing facility, infrastructure and marketing/sales teamto
comrerci ali ze the manufacture and sal e of conpost poles by June 30,
2003.

17. Reconciliation with United States generally accepted accounting principals:

The Conpany foll ows Canadi an generally accepted accounting principles
(“GAAP"), which conformin all material respects with those in the United
States (“U.S.”), except as described below. The paragraphs bel ow descri be
t he exceptions and the inpact thereof, while the tables that foll ow
summari ze the financial inpact on the Conpany's net |oss, deficit and

af fected bal ance sheet itens.
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17. Reconciliation with United States generally accepted accounting principals,

(continued):

(a)

(b)

(c)

I nt angi bl e assets:

The Conpany under Canadi an GAAP has recorded intangi ble assets rel ated
to devel opnent costs and the purchase of technology rights. Under
Canadi an GAAP, certain devel opnent costs are deferred and anortized on
a systematic and rationale bases. Under U S. GAAP, such amounts are
expensed as incurred.

These differences under U. S. GAAP result in a reduction in expenses of
$1, 062,648, $689,561 and nil for the years ended August 31, 2000, 2001
and 2002 respectively.

Wite-down of capital assets:

Under Canadi an GAAP, the write down of capital assets to net
recoverabl e val ue may be done by estimating its future cash flow
together with its residual value. Under U S. GAAP, the wite down
woul d require discounting of future cash flows. During the years
ended August 31, 2002, 2001 and 2000, the Company has recorded a nil
$45, 552 and $103, 116 wite-down of capital assets, which would not be
materially different under U S. GAAP as the wite down was based on
what the value of the assets would be if the item would be sold
currently between willing parties.

Revenue and cost of sales:

Under U.S. GAAP, interest incone for the year ended August 31, 2002 of
$3, 730 (2001-%$14,071 and 2000-$196) would be excluded fromrevenue and
i ncl uded under expenses (and other incone).

Under U.S. GAAP, the Conpany’s $244,567 write-down of inventories in
the year ended August 31, 2000 would be included in cost of sales.
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17. Reconciliation with United States generally accepted accounting principals,
(continued):

(d) Stock based conpensati on:

Under Canadi an GAAP, there is no requirenent to record conpensation
expense on the issue of stock options or stock to enpl oyees, directors
or consultants. Under U S. GAAP for stock and stock options issued to
enpl oyees the Conpany has adopted the intrinsic val ue-based nethod of
accounting prescribed by Accounting Principles Board (“APB”) Opinion
No. 25, “Accounting for Stock Issued to Enpl oyees”, and rel ated
interpretations. As such, conpensation expense is recorded on the
date of grant only if the current narket price of the underlying stock
exceeds the price the enployee or director is required to pay. Under
U.S. GAAP, stock options issued to consultants and other third parties
are accounted for at their fair values in accordance with SFAS No.

123.

The Conpany pursuant to an enploynment contract committed to issue
80, 000 conmon shares to an enpl oyee over the period July 1999 to
August 2000. The inpact under U S. GAAP using the intrinsic val ue-
based met hod was additional conpensation expense of $78,000 and
$26, 000 for the years ended August 31, 2000 and 1999, respectively.

The Conpany issued stock options to enployees and directors during the
years ended August 31, 2000 and 1999 where the market price at the
date of grant exceeded the exercise price. The inpact under U.S. GAAP
using the intrinsic val ue-based nethod is additional conpensation
expense for the years ended August 31, 2002, 2001 and 2000 of nil

$15, 412 and $25, 288 respectively.

In fiscal 2002, the Conpany re-priced 70,000 stock options granted to
enpl oyees, as a result these options becane variable options under

U S. GAAP. Therefore, under U S. GAAP for the year ended August 31
2002 t he Conpany has recorded additional conpensation expense of

$5, 833.

The Conpany issued stock options to consultants. The inpact under
U.S. GAAP using the fair value nmethod is additional conpensation
expense for the years ended August 31, 2002, 2001 and 2000 of $70, 147,
$12,478 and $37, 435 respectively. As at August 31, 2002, there is
$127,706 in deferred conpensati on expense to be recognized in future
periods in respect of these options.
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17. Reconciliation with United States generally accepted accounting principals,
(continued):

(e) Conprehensive incone (loss):

U.S. GAAP requires the disclosure of conprehensive inconme (loss),
which is intended to reflect all changes in equity except those
resulting fromcontributions by and distribution to owners.

Conpr ehensi ve incone (loss) incorporates net incone (loss). The
Conpany has no items that inpact conprehensive income (loss) other

(f) Shares to be issued:

As at August 31, 2002, the Conpany has 312,500 shares with a val ue of
$184, 375 to be issued pursuant to an agreenent with the Al berta
Research Council (“ARC’, see Note 15 (c)). Under Canadi an GAAP t hese
shares are recorded as share capital, while under US GAAP they woul d
be recorded as a liability until such tine that the shares are
actual ly issued.

(g) Statenment of cash flows:
The statenments of cash flows prepared in accordance with Canadi an GAAP

woul d not differ materially formthose principles used in the United
St at es.
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Notes to Consol i dated Fi nancial Statenents
(Canadi an Dol | ars)
Years ended August 31, 2002, 2001 and 2000

17. Reconciliation with United States generally accepted accounting principals,
(continued):

| npact on net | oss:

The application of U S. GAAP differences described above woul d have
the followi ng effect on the Company’s net |oss reported under Canadi an
GAAP:

August 31, August 31, August 31
2002 2001 2000

Net | oss in accordance with

Canadi an GAAP $ (1,717,968) $ (2,605,949) $ (2,671, 660)
Adj ustnents for:

I nt angi bl e assets, net of

rel ated anortization 13, 241 689, 561 1, 062, 648
Stock granted to an enpl oyee - - - - (78,000)
Vari abl e options (5, 833) -~ -~
Stock options granted to

enpl oyees and directors -- (15, 412) (25, 288)
St ock options granted to

consul tants (70,147) (12, 478) (37, 435)

(62, 739) 661, 671 921, 925
Total conprehensive | oss $ (1,780, 707) $(1, 944, 278) $(1, 749, 735)

Basi ¢ | oss per conmon share in
accordance with U S. GAAP $ (0.09) $ (0.12) $ (0. 14)
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Notes to Consol i dated Fi nancial Statenents
(Canadi an Dol | ars)
Years ended August 31, 2002, 2001 and 2000

17. Reconciliation with United States generally accepted accounting principals,
(continued):

| npact on deficit:

The application of U S. GAAP differences descri bed above woul d have the
following effect on the Conpany’s deficit reported under Canadi an GAAP

August 31, August 31, August 31
2002 2001 2000
Deficit, Canadi an GAAP $(10, 284,359) $ (8,566,391) $ (5,960, 442)

Adj ustnents for:
Current year adjustnents
to net |oss (56, 906) 661, 671 921, 925
Curul ative effect of prior
year adjustnments to net |oss (5,800, 584) (6,456, 422) (7,378, 347)

Deficit, U S. GAAP $(16, 141, 849) $( 14, 361, 142) $(12, 416, 864)

| npact on bal ance sheet itens:

The following is a conparison of the bal ance sheet itens deternined in
accordance with Canadi an GAAP to bal ance sheet itens deternined in
accordance with U S. GAAP:

August 31, 2002 August 31, 2001 August 31, 2000
Canadi an U S Canadi an U S Canadi an U S

I ntangi bl e

asset : $ 35,497 $ 35,497 $ 13,241 $ -- $ 702,802 $ --
Def erred

conpensat i on -- 127, 706 -- 26,771 -- 27,890
Current

liabilities 184, 153 368, 528 506, 358 506, 358 485, 198 485, 198

Share capital 11,384, 507 17,185, 828 9,082,178 14,890, 459 7,432,422 13,213,932

Defi ci t (10, 284, 359) (16,141, 849) (8, 566,391) (14,361,142) (5,960, 442) (12,416, 864)

In addition, the opening share capital at Septenber 1, 1999 woul d have
been $12,657,319 under U.S. GAAP as conpared to $7, 044, 422 under Canadi an
GAAP. The Conpany’s opening deficit at Septenber 1, 1999 woul d have been
$10, 667, 129 under U.S. GAAP as conpared to $3,288, 782 under Canadi an
GAAP.
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Exhibit 99.1
RESIN SYSTEMSINC.

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Resin Systems Inc. (the "Company™) on Form
20-F for the period ended August 31, 2002, as filed with the Securities and Exchange
Commission on the date hereof (the "Report"), I, Greg Pendura, President and Chief Executive
Officer of the Company, hereby certify, pursuant to 18 U.S.C. ss. 1350, as adopted pursuant to
ss. 906 of the Sarbanes-Oxley Act of 2002, that:

(@D} the Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

2 the information contained in the Report fairly presents, in al material respects, the
financial condition and result of operations of the Company.

By: /9/ Greg Pendura
Greg Pendura
President and CEO
(Principal Executive Officer)

February 27, 2003
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CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Resin Systems Inc. (the "Company") on Form
20-F for the period ended August 31, 2002, as filed with the Securities and Exchange
Commission on the date hereof (the "Report"), |, Keith Gerrard, Controller (Principal Financial
and Accounting Officer) of the Company, hereby certify, pursuant to 18 U.S.C. ss. 1350, as
adopted pursuant to ss. 906 of the Sarbanes-Oxley Act of 2002, that:

(@D} the Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

2 the information contained in the Report fairly presents, in all material respects, the
financial condition and result of operations of the Company.

By: /d/ Keith Gerrard
Keith Gerrard
Controller
(Principal Financial
and Accounting Officer)

February 27, 2003



