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1Tech Capital Corp.

Management’s Discussions and Analysis of Results of Operations and Financial Condition

The following discussion and analysis provides information that management believes is relevant to an assessment
and understanding of the Company's interim consolidated results of operations and financial condition. This
discussion, which has been prepared as of November 15, 2002, should be read in conjunction with the Company's
interim consolidated financial statements, including the notes thereto included elsewhere in this interim report and
with the previously issued 2001 annual discussion and analysis and consolidated financial statements, including the
notes thereto. This discussion contains forward-looking statements that involve inherent risks and uncertainties.
The Company's actual results and the results of its investees may differ materially from those anticipated in these
Jforward-looking statements.

GENERAL

iTech Capital Corp. (“iTech™) is a business development company with four portfolio investments and a
wholly owned self-sustaining operating subsidiary, Enviromation Technologies, Inc. ("Enviromation"),
which designs, manufactures, installs and services environmental control systems and systems integration
for municipal, industrial and commercial customers. The four portfolio investments are privately held
and accordingly are illiquid. A.E. Hatch & Associates, a division of Enviromation, is a manufacturer's
representative which provides process equipment, instrumentation and related services to municipal water
and wastewater facilities.

iTech has been actively looking to make an investment that will give it a significant ownership position in
an operating company with a strong management team and significant growth opportunities. Subsequent
to September 30, 2002, on November 1, 2002, iTech completed the acquisition of all the issued and
outstanding shares of Sirit Technologies Inc. (“SIRIT”) which designs, develops, manufactures and sells
radio frequency identification technology. The acquisition was a stock for stock transaction, thus
preserving iTech's cash position. iTech intends that the operating business of SIRIT will be the primary
ongoing business of the amalgamated company.

Management of Medsite, Inc. and Applied Data Systems, Inc., in which the Company has equity
ownership interests, report that the companies are cash flow positive and operating substantially within
plan. Management of HorizonLive, Inc., in which the Company has an equity ownership interest, has
asked its shareholders for expressions of interest in a follow-on investment of which iTech's share is US
$38,250. iTech has not yet determined its response. Should iTech decide not to participate, its existing
ownership percentage could be substantially diluted.

Enviromation has a loss for the three months ended September 30, 2002 of $59,900 compared to a loss of
$262.,000 for the three months ended June 30, 2002 and net income of $15,700 for the three months ended
March 31, 2002. Due to current external economic conditions, competitors previously servicing industrial
markets exclusively have moved into Enviromation’s municipal market space. This has placed severe
pressure on backlog and margins. Additionally, the company continues to experience overruns on certain
fixed price contract materials and direct labour costs; a continuing area of managements focus is on
improving its productivity. A mid-year dip in new orders may have a negative impact on results in the
2003 first quarter.

In the 2002 third quarter, iTech advanced Enviromation US $205,000 in order to fund Enviromation’s
2002 second quarter loss.
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LiQUIDITY AND CAPITAL RESOURCES: -7 72929 073 SHHS 06 A0632a09 % 17 0 -
SEPTEMBER 30, 2602 COMPARED TO DECEMBER 31, 2601

Cash and cash equivalents at September 30, 2002 of $2,900,600 (US $1,824,300) is $1,355,600 less than:-
cash and cash equivalents at December 315 2001:0f:$4,256,200 (US $2,800,200). In the nine months"
ended September.30, 2002, a total $1,062,200-was used in the Portfolio Investments business segment,
$778,600 to fund operating activities and a net $283,600 used in investing and financing activities. In the
nine months ended September 30, 2002, a total $293,400 was used in the Process Controls business

segment. . . | - o ; Loy LT Parny SSITDEe w St

As at September-30, 2002, total current :assetsctogether-with restricted cash equivalents exceed total
liabilities including long-term debt by $2,640,300 compared;to an excess of $4,234,300 as at December
31, 2001, a decrease of $1,594,000 in the nine months ended September 30, 2002.
RV I

On September 11,2002, iTech loaned SIRIT:$350,000 which was used by SIRIT to pav certaln llabllmes
thereby redur'mg its workmg capltal deficiency. Y1l S TE TN LR T SOt , L

N : I M4 RERAW T O A ULV AR R R
The forecast balance of lTech only unrestricted cash and ‘equivalents at November 30 2002 is estimated.
at $1,601,000 (US $1,020,000) which includes a US $260;009 advance to SIRIT:to leverage-a specific
new business opportunity, a US $250,000 advance to SIRIT to fund working capital and assumes
payment of all, due diligence expenses-incurred in connection with: the, acqmsm@n of SIRIT and a US to
Canadian foreign exchange rate of 1.57. K o T R P I

iTech anticipates SIRIT-may require further_ funding of its warking capital deficiency:in the short term
until it becomes icash flow positive which is forecasted.to occur. during:iTech's 2003 first quarter. iTech
also anticipates further funding to SIRIT as the operating business of. SIRIT:becomes the primary ongeing
business of the amalgamated company. In this connection, iTech is exploring ways to liquidate its non-
core business assets which proceeds will be deployed to grow the operating business of SIRIT, « - -5 .

: FRHS ' A o ’ : o
Fundmg of SIRIT will prlman]y be to f'rance the %a]anes of. addmonal perscnnel recewables and_.
possnbly acquisitions. SIRIT should not require 51gn:ﬁcant expend:ture in. propert} plant and equm'nent
in order to grow the business. et wman e el il ;
The Company’s functional currency is the Canadian dollar; however substantially all the Company’s cash
and cash equivalents are denominated in US dollars and the majority of-SIRIT’s:revenues and
expenditures are denominated in US dollars. The Company,dogs.net speculate on;jcurrency rate changes.
Rather it purchasec Canadlan dol]arﬂ on an as-needed. ba:ﬁ and it intends to. centinue this, practxce in
future. . o s ; ‘ L - a :

) I TV I o] LS AMOT P S h DAt LI IRl HEE I T
The other external factors and circumstances regarding the fnancual condmon of the Company Wthh
were provided in the 2001 annual discussion and analys;s-are substantial]y nnchanged as at September 30,

2002.
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RESULTS OF OPERATIONS

THREE MONTHS ENDED SEPTEMBER 30, 2002 COMPARED TO THREE- MONTHS!ENDED SEPTEMBER
30,2001 CARBE LE AN T O AT R

REVFNUF Y w ,_ P
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compared o $39 600:in: the 2001 third quarter due tora decrease in the balance of cash, cash equivalents
and restrlcted Pash equwalents avallable to edrn® mterest and @ decrcase in interest rates. ’ReVenue in the

R 3 Al i U RSN TINteY B S N T IR £ 51

Process Controls business segment decreased to $1,456,200 in the 2002 third quarter compared to
$1,841,800 in the 2001 third quarter. The 2001 third quarter revenue splke was due to the August 1, 2001
arrival of the current chief execitive officer whawinitiated: ErLUCl{:P.,lCS in the manufacturmg department
thereby completing the backlog oﬁwork in progressn e e G
. caad bobi Ao g o g B0 I L

LOsS BEFORE THE FOLLOWING

Total expenses in the Portfolio Investments business ‘segmént :decreased to: $207,800"in: the=2002 third
quarter compared to $233,100 in the 2001 third quarter due primarilyto rént:and-marketing:cost reduction
measures. Total expenses in the Process Controls business segment in the 2002 third quarter of
$1,516,100 is a-$203,900.decrease compared; to;the-2001-third quarter: of$lc720 000 which'is the: effect of

the lower revenue,m the urrent perrod as: describied above. : wbar o g AT RN
CEYINELn 2 g UM Ly <:f‘.f CHORTIGUNAS B e

Loss before ithe ‘followingin. theuPortfoho Investments business: !segn‘ent in the 2002 thlrd quarter is

$195,800 compared to $193,500 in the 2001 third quarter. S E e T S 1 ;

Loss before thé following in the Process Controls: business segment in tite 2002 third quarter of $59,900 is -
a deteriorations of $181,700..comparedto'the: income of $121, 800 in the 2001 thrrd) quar‘fér and 1;-‘"‘
explamed by the- hlgher revenue’ 1h“the12001~perrod Al s upipn . =

oEd ' (rmu.t

r
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FOREIGN EXCHANGE ™ "0 uIr i o0y A A o
There is a foreign exchange gain of $157,700 in the 2002 third quarter compared to a foreign exchange
gain. of $207;400 in the 2001 third ‘Guarter ' During these périods, ‘the Canadian: dotlar, ‘the functional
cirrericy of the Compaiiy- weakened agaifist the S dollariby*an approximaté-C $0.07 and C $0.06
respectively. Substantially all cash and cash equivalents and all the restrictéd*cash equivalents are
denominated in US dollars.

GAIN ON SALL OF ASSET Grvien Wil e @Bl I R S

On August-22,°2002,Teck” sold~a/whol¥§7 OWHé'd*’subSidiary, Moraga Resources Lid:; Swhich owns the
resourcé-property kiowit as the"EXpo propkrty 46eated ori' North VancBuver [stand, Brmsh Columbia, for
proceeds of $110,000, $42,854 reimbursement of expenses and $1 million upon a production decision. -
The Expo property had been wntten off in the accounts of 1Tech in 1998.

AL P-E E Le ERTINCINY Fi 12 :)Am a3 L’rrl.J

WRITE: OFFfDOWN OF LONG-TERM {NVE{STM‘QNT’S" : ‘ ‘ R

In the 2001 third quarter, the Company wrote off $1,319,100 recorded amounts in two technology
Portfolio Investments and wrote-down by $701,100 the recorded amount of a third portfolio investment
which was subsequently disposed of at a further loss of $64,375 in the 2002 second quarter.

CASH FLOwS
In the 2002 third quarter, cash used in operating activities in the Portfolio Investments business segment
is $164,019 compared to cash used of $186,000 in the 2001 third quarter. In the 2002 third quarter, cash
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used in operating activities in the Process Controis busmess segment is 45197 500 compared to cash used*

of$83,200 in the 2001 thnd quarter i D ol BT e S
R O s WY IR SN P Dol et

Cash used in investing activities in the 2002 and 2001 thlrd quarters of $564 000 and $63 700

respectively, is substantially all in the Portfolio Investments business segment. In the:2002 period,.under

review cash outflow was primarily in connection with SIRIT due diligence and the bridge loan.

In the 2002 third quarter, there is a $174,200 unrealized foreign exchange gain on cash and cash
equivalents in foreign currency in the Portfolio Investments business segment compared to a $205,600
unrealized gain in the 2001 third quarter. » : ‘

In summary, in the 2002 third quarter, total cash and casty equivalents in the Portfolio Investments
business segment decreased by:$480,000-and decreased by:-$224:500 iin the Process Controls business
segment, a combined total decrease. of $701,500.,- Of th_is,2;$43_§,'1700;1isfon SIRIT due diligence expenses
and the bridge loan. In summary,:in the 200! third:quarter, total, cash: and cash equivalents in the
Portfolio Investments business segment increased by $12,300-and decreased by $83 200 in the Process

Controls busmess segment, a combined total decrease of $70,900. T IV P
RESULTS OF OPERATIONS
NINE MONTES'! ENDED SEPTEMRER 30,2002 CO'\!PARED TO:NINEXMONTFHS ENDED SEPTEMBER 30

2001 oL "‘,“‘" S e Dant b aT S ERETA

REVENUE o eay et I
Revenue in the Portfolio Investments business segment decreased to $44, 300 in the 2002 ﬁrst nine
months compared t0.$196,500 in the 2001 first nine months due to a decrease.in the balance of cash, cash
equivalents and restricted cash equivalents available to eam interest and a decrease in interest:tates.
Revenue in the Process Controls business segment:increased by $658,100 .19 percent) to $4,183,100 in
the 2002 first nine months compared to $3,525,00 in the 200] first;nine months, in large part due to: the
initiatives imple‘mented upon. the August 1, 2001 arrival of the current chief executive officer. . 3

B NET . . B S e
RS o e IR 2 R

L0oSS BEFOGRE THE FOLLOWING ' T et e A
Total expenses in the Portfolio Investments business segment increased to $909,300 in the 2002 first nine
months compared to!$851,400 in the 2001 :first ninemonths: + Cost reduction: mieasures taken by the
Company in 2002 in the areas of office rent and marketing are‘fiegated by:$122,000 of costs incurred in
connection with proxy solicitation and related services whichiservices. were! retamee for:the Company s
annual and spectal meetmg of its shareholders: held April 25,20024 P O T

CaeT NG -

. SN v I o T R R OSSPt ARSI PR POU SUNINS R P ;
Total expenses iin the Process Controls business segment in the 2002 first nine months is $4, 489 300
compared to $3,861,000 in the 2001 first nine monfhs‘ /This.16 percent mcrease is in relatlon ito the 19

percent increase in revenue in the respective periods:yse ez sinsm.
tr (‘"l ~.::_,: s '

! “\:_ T

Loss before the following in the Portfollo Investments busmess segment in the 2002 first nine months is
$865 000 compared to $654, 900 in the 4,00 ﬂrst rinenonths. .; SETTRP AV AL : SEIP

Loss before the Jfollowing in the PI‘O\.CSS t,or-tlols buslness segment in“the 2002 ﬁrst nine months is
$306,200 compared to $336,000 in the" 200! first nine months. * Notwithstandirig the 19 percent
improvement in revenue in the current period dnder review, increased competition from traditionally
exclusive industrial suppliers, compressed margins, cost overruns in‘the completion of certain large fixed

price contracts and periodic underutilization of capacity are the reasons for the continuing loss.
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FOREIGN EXCHANGE - TR INOiuse 220 wend alovnn T srenon o g os
There is a foreign exchange loss of $2,400 in the 2002 first nine months compared to a forergn exchange
gain of $297,800 in the 2001 first nine months The Canadian dollar, the functional currency of the

r. : : i
R 25 LN b iyl

: S UGN Laoe
Compan y was unchanged against the deollar inthe: 2002 first nine months and in the 2001 ﬁr.,t nine
months weakened by an approximate C $0.08. Substantially all:cash and cash equivalents and all the

restricted cash equivalents are denominated in US dollars.

GAIN ON SALE OF ASSET
Refer to the commentary in the above three month review.

WRITE-OFF/DOWN-OF LONG-TERM INVESEMENTS (7200 .. . wriosn o S

In the Portfolio‘Investments bilsiness’'segment:in ?&he’200’7 first:niné months a loss of $64, 000 :on the then
recorded amoufit'was:incurred on'sale¥of ParadyneiNetworks, Inc. and‘in‘the 2001 firstsiine-months the
Company wrote off $2;798,100 recorded amourits'ii threé technology portfolio investmentsand wrote-
down by $1,810,300-7a: fourth portfolio meestment whu,h Was subseqaently disposed -of “in" the 2002
second quarter as explained above. A e A C R R RV R ‘-

CASH FLOWS PRSI
In the' 2002 first nine mionths; cash?dsediin dpevating activities'fn the Portfolio Thvstments busmess
segment is $778,600 compared to $658,300 in the 2001 first nine months. In the 2002 first nine months,
cash used in operating activities in the Process Controls business segment is $187,200 compared to

$250 400 in the 2001 frst nine months )

BEEnL 2l TR0 s eAufiL, ARt

In the. 2C02 ﬁrst mines nonths cash usedvin investing activitied'in the Portfolio' Invesfmems busmes.,.

segment-is. $469,400 ‘wompared: to $237,100:in the- 2001 first nine months..- In-the 2002 .period, cash

outflow was primarily in conrection. with SIRIT:due diligence and bridge loan and follow-en investment -
in ‘Horizonkive,zInc., partiallyoffset:-by proceeds .on’'sale of Paradyne Networks, Inc.: and Moraga '

Resources Ltd::[nthe 2001 period, cashioutflow:was for follow-on investments in HorizonLive, Inc. In
the 2002 first nine months, cash used in investing activities in the Process Controls business segment is
$202,800 compared to $15,700 in the 2001 first nine months, all on property, p{antand equipment.
S LLGD e I ORNE op Becagnnin ieg e 2 R s L AT :

In the "002 first nine months, cash proylded by,iﬁnancmg activities in the Pottfolio‘Investments busmess
segment is::$190:800 conipared.to. $172;300;in: the 2001 first nine:months, -alli from draw-downs on the
restrictedrcashiequivalents:insplace. as-seciitity for the- 8%. Promissory :Notes.: In-the: 2002 first nine
months, cash provided by financing actiwitiesC mrqhe Process: Controls sbusiness.-segment is.$96,600
compared to cash used of $46,300 in the 2001 first nine months, all in connection with financing vehicles.

I

[P . ,.-.,t_.,, .,‘, PR [ . P Couoa < o , P
VAL B it eyt resit CO07 sy JOMLUE welin=n : 1 g et LT

I" the2002: ﬁrst nines; monthsg.there issa $5,0000 unreatized:loss on cash and cash equivaléents.in: forergn
currency in the Portfolio Investments business segmat::.compared-to a'$285,260 unrealized foreign
exchange gain in the 2001 f'rst nine months.

TR S TS PRUT SR WA 1Y WS- U IR ERE FFEOTE O SGie eIl «:Ud A R T I UER VL FIEE

In summary, in the 2002 first nine months, totahcashrand cash equwalents in the Portfoho hwestments
business segment decreased by $1,062,200 and decreased by $293,400 in the Process Controls business
segment, a combined total-decrease of;$15355,700. . Ofithis, $633,100:is for SIRIT due diligence and the
bridge.loan. In summary,.in the 2001 first.nine. months, total cash and cash equivalents in the Portfolio
Investments business sggment decreased by $610,300:and decreased by $312,400 in the Process Controls
business segment, a.combined total decrease of $922,600., .. =.. - :

)
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QUARTERLY INFORMATION AR IR L B IR P S A A .
The following table set forth selected unaudited consolidated information for the Company for each of the
last eight quarters ended September 30, 2002. A L R R
., 2002 2002 ., 2002 2001 2001 2001 2001 2000
3rdQ zndQ "‘*an 4mQ 3rdQ 2ndQ an 4mQ
S8 3 . L S L S L% .8 $ 3
Revenue 1,468,221 1,094,799 1,664,351 1,636,524 1,881,359 878,634 961,500 1,199,120
Net Income (Loss) for 44,899 (854,214) (285,735) (987,517)  (1,923,780)  (1,825353)  (1,670,285)  (1,343,498)
the Period : v e 5 . :
Income (Loss) Per o
Share '
Basic and diluted . 0.00  (0.03) (0.01) (0.03) (0.06) (0.06) (0.06).. (0.04)

=)
{

INTERIM CONSOLIDATED\“VSTATEMENTS OF LCSS AND DEFICIT o " ~
(expressed in Canadian dollars) -
Unaudited - Prepared by Management S e

30, Nine Months Ended. September 30,

Three Months Ended September
...2002 2001 2002 2001
REVENUE o S
Sales - process. controls $ 1,456,000 $1,841,189 $4,182,238 ' $3,522;183
Interest and other i 1ncome 12,221 40,170 45,133 - 199,310
1,468,221 1,881,359 4,227,371 3,721,493
EXPENSES - = » S
Cost of sales - process controls 1,064,398 1,284,235 3,163,187 2,596,346
Operating - process controls T 427892 7 417,251 1,255,422 1,184,555
General and administration 196,774 179,474 655,954 . 640, 919
Interest onlong-term debt 18,312 11,Q51 - 56,438 61 052
Interest other 5,464 7,433 14,203 19 056
Marketing _ 1216 .. :.42,980 72,549, ., - 156, 294
Professional fees 9,827 IO 651 58,189 54,194
Proxy solicitation & related costs . - . .- - 122,588 -
' o 1,723,883 1','9-53',‘07'5“ 5,398,530 4,712,416
LOSS BEFORE THE FOLLOWING (255,662) (71,716) (1, 171 159) ’ '(990;923)'
Amortization of goodwill - (39 288) - -~ (117,866)
Gain on sale of asset _ o 142,854 - 14~,854 o -
Foreign exchange gam (loss) 157,707 207 446 (2 370) 297,811
Write-off/down/loss on disposal oflong- o I o - o
term investments . - (2,020222) | (64,375} (4,,608,440)
NET INCOME (IL@SS) FOR THE 44,899 (1,923,780)  (1,095,050) T 15,419,418)
PERIOD. ; e e ieae Lt e e laiani
DEFIC]T.- BEGINNING OF PERIOD 9 666 O6§ 25, 421 899_ 28,333,196 21,926,261
Reduction of-‘st,ated capital as of January 1, - e e et e o
2002 (note 4) - - 19,807,079 -
9,666,066 25,421,899 8,526,117 .»v 221,926,261
DEFICIT - END OF PERIOD $9,621,167 $27,345,679 $9, 62] 167 $ 27,345,679
BASIC AND DILUTED INCOME $0.00 $ (0.06) $ (0 04) $ 0.18)

(LOSS) PER SHARE

See accompanying notes.
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INTERIM CONSOLIDATED BALANCE SHEETS

(expressed in Canagiasi collars) aoissmmicin Beirh
Unaudited - Prepared by Management

orp.

; : * R ":,:.:Septembgfi"_'SO, - December 31,
o 2002 2001 (audited)
ASSETS o CoLE s o
Current Assets ‘ R ‘ '
Cash and cash equivalents $ 2,900,579 $ 4,256,230
Accounts receivable 1,354,567 1,346,238
Inventories 5 321,457 272,257
4,576,603 5,874,725
Restricted Cash Equivalents 636,000 826,800
Long-Term Investments (note 2)  +7= ¢} <iyf,n 7 7 5 2 6,101,364, -,443,161 .
Bridge Loan (note 6) 350,000 L
Property, Plant and Equipment 749,349 637 563
Deferred Charge (note 6) ‘ 338,388
Goodwill . ... .. .- it _ 1,335,241 1,335,24]
$ 14,087,445 $ 15,123,520
LIABILITIES S
Current Liabilities - ... . .. . ... A e
Bank advance o o $ 397,500 U8 315429
Accounts payabie and accrued liabilities, - - e ond 1,036,367 - = S 793,257
Deferred credits e 41,039 - 166,956
Current portion of long-term debt 68,467 68,467 .- .
i 1,543,373 1,344,109 . .
Long “Term Debt o o
8% Promissory Notes =~ R
(US$4OO 000; December 31 2001 - US$52O ,000) 636,000 AT 826,800 FE
Mortgage Payable S
(US$172,722); December31 2001 - US$l85 183) 274,628 294,441 -
Notes Payable D
(U°$‘ 17 446, Dpcember 31,2001 - US$44 247) . 186,739 et i 70,345
. 1,097,367 . ... . 1,191,586
LPss current pomon ;i : R
(US$43,061; December 31, 2001 - US$43 06]) 68,467 .. 68467
L ALbd 1,028,900 - 1,123,119
L 2,572,273 o 2,46/228 SR
SHAREHQLDERS' EQUITY . SRR o
Share Capital-(30,544,357 common shax‘%}(rote N 21,110,598. .. . 40,917,677
Deficit (note 4) CUNLIGT LY TN ESTRRINN (9,621,167) (28 333,196). . -
T_ranslqtyqr]_Agcount ' 25,741 T1.81L: ., .
- o a0 11,515,172 12,556,292 -

$ 14,087,445

$ 15,123,520

See accompanymg nofes.,

Approved by the Dlrectors

“W.W. Staudt” .
Director

. “QG.C. McKinnis”

Director
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INTERIM CONSOLIDATED STATEMENTS OF CASH FLOWS

{‘v.v—;r:g 2T e nAx

(expressed in Canadian dollars)
Unaudited - Prepared by Management

Three Months Ended September 30, 'Nine Months Ended Septémber 30,

CASH PROVIDED BY (USED IN) 2002 2001 2002 2001
OPERATING ACTIVITIES Tt . e R
Net Income (Loss) forithe period B $ 44,899 $(1,923,780) $(1,095,0650) '8(5,419,418)
Items not involving cash and cash equivalents = - Ll S '
Depreciation 21,841 17,426 63,299 49,792
Gain on sale cf asset -~ = .73 Covins e nu o (142,854) 0 s (142,854) :
Loss (gain) on disposal-of ve‘nc]es P BUEORS SN I O - 2,656 -
Write-off/down/loss on disposal of long-tenn PIVE Sonste gLl A o
investments - 2,020,222 64,375 4,608,440
Amortization of goodwill e mga i a £ ominohs oaf 39,288 4 s 117,866
Unrealized forelgn exchange (gain) S 4w . (188 764) (201,301).: - 274,775)
: sl s (264 878) 7 2u1c(48,145). ¢ - (} lO7f574)- i (918,095)
Net change in non-cash\ and non-cash TR GnoLLLn PEN ORI R A
equivalent working capital items > - 1. g . (96;6’54‘)7“ (204 733) CTATT3S Y T 9331
o T -2 3610532) 0 (252,878) 7 .(965,839) | (908.764)
INVESTING ACTIVITIES et Lo o
Acquisition of Enviromation Technologies, Inc. . ., , = (63, 600) .. (57,600). - .- (190,800) ,; - . (172.800)
Investment in HOI‘]ZOHL'VE Inc o Lo e . {(60,818) - (237.150)
Property, Plant&EqmprnenI i (10 01) £6,104) (231,837) . ...« {15,675)
Deferred Charge e (283 052) . = (338,388 .. -
Bridge Loan - (350,600) .+ n (350,000) 4= s
Proceeds on sale of long -term investment - - Lu343770 T e
Proceeds on sale of asset 142 854 T142.854 . Lrar T uad
Proceeds on disposal of vehicles o e T - © 13,009 7 -
‘ ‘ (563 ,999) (63,704) (672,210) (425,625)
FINANCING ACTIVITIES B
Long-term debt P - - 158739 . -
Repaid long-term debt (13,823). < (17.598). v (62,158) - - {46,251)
Restricted cash equivalents '~ -~ 63,600 © 157,600 7 190,800 ' 172,800
4 <T49777 40,002 U 287,381 126,549
UNREALIZED FOREIGN EXCHANGE T
GAINS (LOSSES) ON CASH AND CASH R LIRS S
EQUIVALENTS IN FOREIGN CURRENCY R 2T “205,6*3’8‘ {4983y ' 285,226
DECREASE IN CASH AND CASH e e .
EQUIVALENTS (701 538) (70 942)." L (1355:651) . ... (922,614)
CASH AND CASH EQUIVALENTS RS R N S
- BEGINNING OF PERIOD 3 602,li R 4,7 77644 - 4,‘256,2»30' T 5,589,316
CASH AND CASH EQUIVALENTS B
- END OF PERIOD $2,900,579 . $4666,702. .7 $2900579 - § 4,666,702
CASH AND CASH EQUIVALENTS A "
CONSIST OF: e e e e e o
Cash and deposit accounts with banks $ 332276 § 230,138 $ 332,276 $ 230,138
Short-term commercial paper 2,568,303 4,436,564 2,568,303 4,436,564
$2,900,579  §4.,666,702 $2,900,579 $ 4,666,702

See accompanying notes.
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ALAREE: SRS SE T ek e
NOTES TO 2002 NINE MONTH REPORT
For the Nine Months Ended September 30, 2002 Lo o t
(expressed in Canadian dollars)
Unaudtted 7 Preparf’d by, Mgnagvment et e bt

ESTEE

1 Basns of Preparatlon ‘ E R ‘

These interim consolidated financial statements have been prepared based on the accounting policies and

;, 'methods of theit ‘application as described in the-previously issued annual consolidated ﬁnancxal statements for.

the year ended December 31, 2001, except for the accounting changes as follows: o 5
Goodwill el bd ‘
Effective January 1, 2002, the Company has prospectively adopted the new accounting standard-for goodwill

whereby goodwill Wwith indefinite life is no longer amortized, rather it is reviewed for ”impaiv'ment and on

impairment loss is recognized by a change to eammgs when the carrying armcunt exceeds fair value. -

Foreign Exchange e

Effective January 1, 2002, the Company has adopted the new accounting standard for the translation of monetary

items with a fixed or ascertainable life Extending ‘beyord the end of the_following fiscal year“which has résulted.
" in the translation- of thei8% Promissory: Notes being fecorded at the current exchange rate instead of the historical

exchange rate. This change in accounting policy has been applied retroactively with restatemnent. ; The impact of

the accounting change: on the consoelidated balancg:sheet as at December 31, 2001 is an increase in the recorded

amqunt of the"8% Promissory Notes, 'dwxll and resﬁlcted cash equivalents of $78,000 and a reductlon in cash
- andcash eqmvaients of $78;000: R T

Stock Based Compensatlon -
" Effective January"¥; 2002, the Company has adopt&d the new accounting standard for stock’ baséd compensatlon
The' Gompany has a stock option plan which plan together with a summary activity of sto¢k’ options ‘for the years

+* ‘ended December 31,-:2001 and 2000:and information-about stock options outstanding at Décéinber 3 I, 2002 andl‘». o

2000 is described .in note 7(c) to its 2001 annual financial statements. IR A
The impact adoptlon ‘of the new accounting standard for stock based compensation has had on the 2002 Nme.
Month Report is: presented in note 5. . oqey, R A PP
2. Long-Term Investments LR oy s
Descnpnons and )‘ecorded amounts of long -term 1nvestments are summarized as follows: '

‘September 30,  December 31,

2002 - 72001
(a) Medsite, Inc.: 520466 preferred stock. $3,932,577 $ 3932577 -
Provides online solutions:and pharmaceutical liaison to ph)Srclans P
i (rb) Applied Data Systemns, Inc.: 294,986 preferred stock. ;¢ - - 739,502... . 739,502
Designs. develops and markets "application ready" efbedded systerhs Solutions. o T
(©)- Horizon Live, [né.: 714.592 preferred stock, 38s. 408 commonstock 450,000 common : 409,785 - - -~ 348,967
stock purchase warrants and $351.000 (US$225.000) convertible promissory notes. O A . RN

(December 31, 2001 — 714.592 preferred stock, 285,408 common stock, 375,000
common stock purchase warrants and. $2‘,2 1,375 US$187 JQO) copvemble promlsson
notes), == === = e
_ Provides online interactive group leammg and collaborative splytions.. o o T
*"{d)- Paradyne Networks. Inc:'64.402 comman stock Decembér $1.2001 - Elastic - 408 1457
Networks. Inc.: 281.479 common stock). Effective March 5. 2002 Elastic stock was A {30 F
- . exchanged for stock of Paradyne uporLcompleflon of a mer‘a&:r._ Tbe mvestment was ST
- -sold'onJune 28, 2002; = - e s
Develops carrier-class. high —speed nety ; access solutigos, Co o
omia de quue\ Ho dlngettd ; |Tech‘ha_s $/75% participafion iterest in the Loma de 1,020,000 . 1,020,000

LT

$6.101.864 $ 6.449.191
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3. Segmented Information_, . .+ . ous:
The Company and its. subsndlanes operate in the technology sector in two reportable business segments.

ki

The Company $ assets by segment are as: follows A

ERUEES cfgindze o September 30, . . December 31,

‘ 2002 2001

Portfolio investments R : $ 9,687,076 $ 10,703,097
Process controls business .- .. 4.400,369 4,420,423
B $ 14,087,445 $ 15,123,520

Substantially all of the Company's above-described assets are located in the United States except for a fund of
eurobonds and. commercial paper managed by the Royal.Bank of Canada (Caribbean) Corporation located in
Barbados which.fund at September 30, 200240ta1ed St 816,195 {December 31,.2001 - $1,802,046)

For the three months and nine months ended September~30 -the-Company's revenue and expense by reportable
business segment are as follows:

vy

- Three Months Ended
' September 30, 2002

- Portfolio - Process Controls- :
Investments Business Combined
Revenue: - - ;- = e o 5 12,064 - - $ 1456,157--- - § 1,468,221
Expenses B 207,817 1,516,066 - 1,723,883
Loss before the following . (195,753) (59,909) T (255, 662)
Foreign exchange L, 157,707 - 157,707
Gain on sale of asset -, :. ~ s 142854 - o e el 142854
Net Income (Loss) for the period St - $ . 104,808 <%+ (59,909) - $- 44,899
Expenses inclide depreciation of B - -~ § - -2035 =-% 19,806~ ----$ - 21841
Nine Months Ended -
<o AL September 30, 2002
EPTERE ] .~ . Portfolic ...Process Controls.
~Investments - - - - -Business - . ': - .. Combined :
Revenue § 44,293 $ 4,183,078 . . = § 54,227,371
Expenses : . Coe ] ‘909,280 - v 4489250 . . .. - 5,398,530
Loss before the‘follomng (864.987) - -, - -(306.,172) " - - - (1,171,159)
Foreign exchange . .- @370y e e e - (2,370)
Gain on sale ofjasset _ oo 142854 T o .. 142,854
Loss on disposal of long-term investment LT eARTSY . (64,375)
Loss for the petiod ~ $7(788.878) ... $.(306,172) _ _ $(1.095,050)
Expenses include depreciation of 8 U605 8. 57194 $ 63,299

) IR I L b L
CRueesTiane oLt

Substantially all of the Company’s revenue in thé Procéss Controls segment i$ attfibuted to the United States. The
Company. attributes revenue to the geographic area based on ‘oca"on of the customer. - - -
Included’in revenue for the nine months ended September 30,2002 "ini- the' Port folxo Invesment segment is-
$12,728 (nine months ended September 30, 2001 - $109,362) of interest and other income in connection with the _
fund of Eurobonds and commercial paper manaoed by the Royal Bank of Canada {Caribbean) Corporatlon m
Barbados ST -

-10
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Three Months Ended: *+-

it . g e o oo Beptember.30;2001. 50 ¢
Process
Portfolio Controls+ ca L
G f Investments Business Combined
Revenue - . "$ 739,563 $1.841,796 .8 1,881,359
Expenses_ 233,105 1.719,970 Lo 1,953,075
Income (Loss) before the following - (193,542) 121,826 T (71,716)
Amortization of goodwill T ' e (39,288) T (39,288)
Foreign exchange o or e, 207,446 - v e e i, .. 207,446
Write —off/down of long-term investments. .., - et (2,020.222) - (2 020 ,222)
Net Income (Loss) for the period o rnd (5006318) . 0§ 82,538 $ (1,923,780)
Expenses include depreciation of . . e e nD 1,380 8 16,046 ... .3 17,426
Nine Months Ended
September 30, 2001
Process
- - Portfolio Controls
Investments Business Combined
Revenuc - e B $ 196,509  § 3,524,984 - -$ 3,721,493
Expenses ; 851.407 3,861,009 4,712,416
Loss before the followmg ) (654 898) (336,025) (990,923)
Amomzation ofgoedw1l] - e (117,866) .-~ {117,866)
Foreign exchange gain 297,81 1 - 29181
Write-off/down of long—tenn investments (4.608.440) -0 '(4 608 440)
Loss for the period - $ (4.965.527) ~—% (453:8913" $7(5.419,418)
- - $ =4,139 $

49,792

Expenses mclude dcprecratron of

Reduction of Stated Capital,, .

45,653 =~ §--

L

At the April 25, 2002 -annual, and spemal meeting of the Company, its shareholders approved a reduction
" of thé Company’s stated capital by $19,807,079 to be recorded during the second quarter of 2002 with
effect as of January 1, 2902. . The-impact of:.the:reduction on the consolidated balance sheet is a

~ reductior: in-share capital and a-corresponding redaction in deficit.

Stock Based Compensation::

‘In Aprii 2002, the Company: granted a total oﬁ.ﬂ.OO 000 stock options among its three unrelated dlrectors

-at an exercise price of $0.20 eXpiring in April 2007
In September 2002, the Company granted a totaP Qf 1,050,000 stock options among four dxrectors and
one senior officer at an exercise price of $0.15%' eXpmno in September 2007. -

Had the Company- determined- empensatlon ”Qsti" ¢n-this Plan-based on the fair vahie- at"; ‘
. con

for ‘those-:share -cptions-

-rompensatlon .the Company:

3

IS grant date

ent—~wrth~¥he .
smeuncame:é!ess}-fopthe three and nine months ended’ Sep ember 30,

2002 and basic and diluted income (loss) per share for the three and nine months ended September 30,

- 2002 would have been increased to th

forma amounts, mdlcated below .

0_)/

= va%ﬂe methed--of -accounting for-stock ‘based -

. & M édSéptﬁmber 30. 20_02 ““Ninc Months Ended September 30, 2002
Netlncome(Loss) for the T P . .
Renbd ; TG ,‘ oy “»u‘:f_i u»..l-., ,m: »(\ [ T f’ v -
“Asreportedt YT R R T $(1.095,050)
Pro Forma $(50,159) $(1.240,906)
Basic & diluted income
(loss) per share
As reported $0.00 $(0.04)
Pro Forma $(0. 00) $(0.04)

=11
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g effect of share options granted before

G107}

g voymata
The fair values of optiens.included i in the pro forma amounts presented above have been estimated using
an option-pricing model. Assumptions used in the pricing model are as follows:

January 1, 2002.

a. risk-free interest rate 4.61%

b. expected |life 5 years
c. expected ivolatility 80% ..,
d.expecteddividends . nil

During the three and nine months ended September 30, 2002, no options were exercised.
ol il

Subsequent Event A .

Effective November 1, 2002, the Company acqu1red all the issued and outstanding shares of Sirit
Technologies Inc. (“SIRIT”) in con51deratxon for the issuance of an aggregate 15 million common shares
from the treasury of the Company at an ascribed price of $0.16 per share (an aggregate $2,400,000),

warrants to purchase an aggregate ‘of 2,500,000 commost shares of the Company at a price of $0.13 per
share expiring on September 19, 2004, and stock options to acquire an aggregate of 1,570,777 commion
shares of the Company to certain, current and former employees, officers, directdrs and consuitants of .
- SIRIT generally on the terms and- condmons of the stock:option plan of the Company at exercise prices
- of between $0.13 and $3.25 per sharé expirifig between Séptémber 6, 2003 and March 27 2007

ey s

SIRIT de51gns develops, manufactures and sells radio frequency identification technology Prlor to its
acquisition by the Company, SIRIT*s common shares traded on the TSX Venture Exchange under the *

symbol YSR

A proforma consolidated balance sheet of the Company as at September 30, 2002 has been prepared in

‘accordance with accounting principles generally accepted in Canada giving effect to the’ purchase of ‘

SIRIT by the Company and is presented below. This. undudited proforma consolidated balance sheet is;,
not necessarily indicative of the financial position' which would have resulted if the combination and

ancillary transactions had actually occurred on September 30, 2002

iTech SIRIT

Capital Technologies

Corp. EREEIR [ AN : iTech

September 30, Augurt 3, Pro forma. . pre forma
2002 . - 2062 -, .. . Reference - adjustments = conselidated
’ , S R T e .3 : $
' “(Unaudited) (Unaqdit'e'd) o '

Assets - B L AL S R
Current assets
Cash and cash equivalents 2,900.579 ::gie .. 298,000- 3,198,579
Accounts recelvabrl_ew‘ 1.258.650 " : 6,090,650
Inventories’ ; 327 437“ RN PR 1,444,457
Prepaids - 9397 Hi B 06600" 'i 201.917

4.576.603 6,359.000 10,935,603
Restricted cash equivalents $636,000 -7 203 000’ AR - 901,000
Long-term receivables 350.000 % 7 OOO @) (350,000) 714,000
Long-term investinents 6.101.864 6,101,864
Property, plant and equipment 749.349 , 1,455,000 o 2,204,349
Deferred charges 338 ?88 LRI 200,000 T (e) +(338,388) 271,000
Acquired technolegy - - st b 2,536,000 Lo SN 2,536,000
Goodwill l 33< 241, T - (c) .190,560 2,008,889

() 442,000
H - 41,088
'14.087.445 ~11,600.000° 25,672,705

-12
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. cooE R 2aniigG s To 1t ap&)‘“u.. 108 Tech’r{oiogies e
Corp. Inc, BT
September 30, Augusg 31, , Pro forma

5 R Fiiess LG S v Cns Dot ni200200n, 8 112002 7 € ' adjustments
e ‘,qu S nrton s neSi sroi T T s
(Unaudlted) (Unaudned)
Liabilities Shral oy
Current liabilities e ‘
Bank advance 397,500 157,000 B
Accounts payable and accrued liabilities 1,036,367 5,067,000 7 (e) o V03,612
o (d) .(38,912)
v B QS DL LRinT (g);a*. YODS SUTiE 4 (350 000}
Deferred credits 41,039 233,000
Current portion of capital lease - 91,000
Current portion ofwarranty ob]lgatnon DGt b peSio e on 1413900 ¢
6k, 5’67' PR X1/ R €

3,355;000-
-:1209.000
1172 000: ... .,
“s7g000. o
_12.874, 000‘ Gz

Long-term debjt*. _
Capital leases -~ ¢~
Long-term warranty. ot
Future tax habll

O B

Shareholders I\*fqulty |

Reiatie

g (23 3]8 000)
3{594 000
38,912
(2 358,912)
2,400,000
e il 20,560
. 23,318,000

Share capltal

Contrlbuted surplus .
Deficit -~ 7~ o
Translatiorni’ account

.
it

SR T T
(2%3’11“%000)1 (b)

TSI (e
T4.087:445 57 1711:600.000_ -

Pro forma adjustments o e

- The unaudited pro forma balance sheet includes the}_‘),fql_lpwing pro forma adjustments reflecting
-7~ resolutiens that were approved at a.special-meeting .of the:shareholders of SIRIT held on October 28,
wie: 2002 - These adjustmients’ai®e preparedfrom the informat'luh in the historical financial statements of
: SIRIT, tfansactions that occurred 1mmedrately prior to or on November 1, 2002, and from obligations of
iTech pursuant to the acquisition agreement.’ The actual adJustments will differ from these pro forma...
amounts.

:.;,

a) Immediately prior to the acq'uf""'t’ron of SIRIT, fh long -term debt of SIRIT, including" the current
portion and accrued interest on
being issued for every $0. 04

91,356,522 common shares).

b) Immediately prior to the acquisition-by iTech, SIRITs.stated capital was reduced by the amaunt of
++'SIRIT s deficit of $23,318, 000 (November 1, 7002 «$24 133,000). -

il

iTech

pro forma
consolidated

$

554,500
5,818,067

274,039

. 91,000
1,773,000
68,467

8,579,073

1,028,900
209,000
1,172,000
578,000

S TT1.566.973

23,510,598

190,560
(9.621,167)

25.741

14,105,732

- =

25,672,705

1

he, debt was converted to SIRIT common shares, one common share . "

¢). -.On the acquisition of SIRIT, ;ri'fl"":e.éh'issued an éggregate 2,500,000 warrants to the former SIRIT -
debtholders for the cancellation~éf 4,100,000 SIRIT qutstanding warrants and iTech issued ar{‘
‘aggregate 890,385 stock options of iTech for the carcellation of 2,893,751 outstanding SIRIT stock

"“options with non-employees. The $190,650 fair value total of these warrants and options is
“included with estimated transactlon costs as-a cost of the acqulsmon Assumptions used in the
pricing model are as follows: ™ = =T T
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Warrants Options
Weighted average exercise price $0.13 $1.59
Risk-free interest rate 4.61% 3.69%
Expected life in years 1.8 2.5
Expected volatility 80% 80%
Expected dividends 0% 0%

d) Prior to the acquisition of SIRIT by iTech, SIRIT issued 389,124 special shares series 1 in
settlement of the contingent consideration arising from the purchase of id Systems on December 19,
2000. Immediately prior to the acquisition of SIRIT, these special shares were converted to SIRIT
common shares, one common share being issued for every one special share.

e) Acquisition of SIRIT by iTech results in creation of goodwill of $673,648 which is inclusive of
$442,000 of estimated transaction costs and $190,560 of warrant and stock option costs as a result
of the following estimated purchase equation:

$
Assets acquired, at fair value 11,600,000
Liabilities assumed, at fair value (9,241,088)
Goodwill 673,648
Purchase cost 3,032,560
Transaction warrant and stock option costs (632,560)
Consideration paid by issue of iTech common shares 2,400,000

No value has been assigned to iTech options or warrants to be issued to SIRIT employees and
continuing directors in connection with the acquisition.

f) Acquisition of SIRIT by iTech results in the elimination of SIRIT share capital following the
adjustments noted in (a), (b) and (d) above, of $2,358,912 and recording of share capital on the
purchase of SIRIT of $2,400,000.

g) The bridge loan by iTech to SIRIT on September 11, 2002 is eliminated on consolidation.

Share capitalicontinuity

A continuity of issued common share capital and related recorded values after giving effect to the pro
forma transactions described above is set out bejow:

Number Amount

of Shares $
iTech shares issued and outstanding — September 30, 2002 30,544,357 21,110,598
iTech shares issued to complete amalgamation with SIRIT 15,000,000 2,400,000

iTech shares issued and outstanding immediately following
the transactions 45,544,357 23,510,598
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