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RAYTEC DEVELOPMENT CORP,
REPORT AND CONSOLIDATED FINANCIAL STATEMNTS

October 31, 2003 and 2002




Terry Amisano Lo, Amisano Hanson
Kevin Hanson, CA CHARTERED ACCOUNTANTS

AUDITORS’ REPORT

To the Shareholders of
Raytec Developments Corp.

We have audited the consolidated balance sheet of Raytec Development Corp. as at October 31, 2003
and the consolidated statements of loss and deficit and cash flows for the year then ended. These
financial statements are the responsibility of the Company’s management. Our responsibility is to
express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also included
assessing the accounting principals used and significant estimates made by management as well as
evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the
financial position of the Company as at October 31, 2003 and the results of its operations and cash
flows for the year then ended in accordance with Canadian generally accepted accounting principles.
As required by the B.C. Company Act, we report that, in our opinion, these principles have been
applied on a basis consistent with that of the preceding year.

The consolidated financial statements, as at October 31, 2002 and for the year then ended were audited
by other auditors who expressed an opinion without reservation on those statements in their report
dated March 12, 2003.

Vancouver, Canada “Amisano Hanson”
March §, 2004 Chartered Accountants
750 WEST PENDER STREET, SUITE 604 TELEPHONE: 604-689-0188
VANCOUVER CANADA FACSIMILE: 604-689-9773

VecC 217 E-MAIL: amishan@telus.net



RAYTEC DEVELOPMENT CORP.
CONSOLIDATED BALANCE SHEETS
October 31, 2003 and 2002

ASSETS 2003 2002

Current
Cash and equivalents h) 54,598 3 23,856
Accounts receivable — Note 10 689,177 815,701
Inventory 362,887 584,460
Prepaid expenses and deposits 33,337 96,347
1,139,999 1,520,364
Property and equipment — Note 4 87,777 177,044
Licences, patents and trademarks — Note 5 65,445 103,855
$ 1,293,221 $ 1,801,263

LIABILITIES

Current
Short term indebtedness — Note 6 h) 611,056 $ 813,768
Accounts payable and accrued liabilities — Note 10 1,377,098 1,814,685
Advances payable — Note 10 292,261 93,450
Deferred revenue 265,384 324,250
Current portion of long-term debt — Note 7 620,799 248,490
3,166,598 3,294,643
Long-term debt — Note 7 - 498,302
Subscriptions received — Note 13 490,484 398,667
3,657,082 4,191,612

SHAREHOLDERS' DEFICIENCY
Capital stock — Notes 8 and 13 14,190,449 13,855.889
Deficit (16,554,310) (16,246,238)

( 2,363,861) ( 2,390,349)

$ 1,293,221 S 1,801,263

Nature and Continuance of Operations — Note 1
Commitments — Notes 6, 7, 8, 11 and 13
Subsequent Events — Note 13

APPROVED BY THE BOARD:

“Jerry A. Minni” “Jerry M. Bella”
, Director , Director

SEE ACCOMPANYING NOTES




RAYTEC DEVELOPMENT CORP.
CONSOLIDATED STATEMENTS OF LOSS AND DEFICIT
for the years ended October 31, 2003 and 2002

2003 2002
Sales _ $§ 3901973 $ 5,385,053
Cost of sales 2,542,162 4,102,586
Gross profit 1,359,811 1,282,467
Operating Expenses
General and administrative — Schedule 1 1,529,036 2,203,226
Sales and marketing 402,768 274,183
1,931,804 2,477,409
Operating loss ( 571,993) ( 1,194,942)
Other income (expenses)
Amortization ( 10,130) (  178,484))
Foreign exchange gain 523,440 92,233
Gain (loss) on sale of equipment ( 14,724) 12,520
Interest and other income - 68,206
Interest expense and financing costs ( 201,519) (  282,932)
Other T ‘ ( 30,097) » -
Research and development ( 3,049) ( 350,241
Write-down of goodwill - (  212,966)
263,921 (  851,664)
Net loss for the year (  308,072) ( 2,046,606)
Deficit, beginning of year ( 16,246,238) ( 14,199,632)
Deficit, end of year $(16,554,310) $(16,246,238)

Basic and diluted loss per share $( 0.05) $¢( 0.44)

SEE ACCOMPANYING NOTES




RAYTEC DEVELOPMENT CORP.

CONSOLIDATED STATEMENTS OF CASH FLOWS
for the vears ended October 31, 2003 and 2002

Operating Activities

Net loss for the year

Add (deduct) items not involving cash
Shares issued for services
Amortization
Gain on sale of equipment
Development costs written-off
Write-down of goodwill

Changes in non-cash working capital items — Note 14
Cash used in operating activities
Financing Activities

Repayment of short-term debt ~ net

Proceeds from shares issued

Subscriptions received

Repayment of long-term debt — net

Acquisition of subsidiary company, net of cash acquired

Cash provided by financing activities

Investing Activity
Acquisition of property and equipment — net

Increase (decrease) in cash and cash equivalents

Cash and cash equivalents (cash deficiency), beginning of year
Cash and cash equivalents {cash deficiency), end of year

Cash and cash equivalents consist of:

Cash and short-term investments
Bank overdraft

Supplemental disclosure of cash flow information:
Cash paid for:
Interest

Income taxes

SEE ACCOMPANYING NOTES

2003 2002
$(  308072) $( 2,046,606)
15,360 .
121,612 178,484
14724 ( 12,520)
. 341,676
: 212,966
( 156376) ( 1,326,000)
( 140,587) 778,508
( 296963) (  547,492)
( 64316) (  96968)
319,200 201,000
91,817 398,667
( 125993) (  198.893)
254,051 ;
474,759 303,806
(8658 ( 33,963
169,138 (  277,649)
( 114,540) 163,109
$ 54598 S( 114,540)
$ 54598 § 23,856
- 138,396)
$ 54,598 S(  114,540)
$ 194524 § 237,153
$ - s i

o -




Note 1

Note 2

RAYTEC DEVELOPMENT CORP.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
Qctober 31, 2003 and 2002

Nature and Continuance of Operations

The Company is publicly traded on the TSX Venture Exchange. The Company is engaged
in the distribution of perishable control systems for the retail and wholesale grocery
industry, primarily in the United States of America, and in the development and marketing
of products and processes for protection of perishable products and bacterial control.

The financial statements have been prepared using Canadian generally accepted
accounting principles applicable for a going concern which assumes that the Company
will realize its assets and discharge its liabilities in the ordinary course of business. As at
October 31, 2003, the Company had a working capital deficiency of $2,061,594. Its
ability to continue as a going concern is dependent upon the ability of the Company to
obtain the necessary financing to meet its obligations and pay its liabilities arising from
normal business operations when they come due and/or attaining future profitable
operations.

Significant Accounting Policies

These financial statements have been prepared in accordance with generally accepted
accounting principles in Canada. Because a precise determination of certain assets and
liabilities is dependent on future events, the preparation of the financial statements
involves the use of estimates based on careful judgment and actual results could differ
from such estimates. The financial statements have, in management's opinion, been
prepared within reasonable limits of materiality using the significant accounting policies
noted below:

a) Basis of Consolidation

These consolidated financial statements include the accounts of the Company and its
subsidiaries Raytec Corporation, a US company and Advantec Technologies Inc., a
Canadian public company listed on the TSX Venture Exchange. All inter-company
transactions and balances have been eliminated

b) Revenue Recognition

Revenue on sales of perishable control systems is recognized upon substantial
completion of performance. Performance is considered to be substantially complete
upon shipment of goods. Revenue on service contracts is recognized as the service is
provided over the life of the service contract. Amounts billed for service contracts not
yet completed is recorded as deferred revenue.




Raytec Development Corp.
Notes to the Consolidated Financial Statements
October 31, 2003 - Page 2

Note 2

Significant Accounting Policies — (cont’d)

¢)

d)

e)

2

Foreign Currency Translation

Monetary items denominated in a foreign currency are translated into Canadian
dollars at exchange rates prevailing at the balance sheet date and non-monetary items
are translated at exchange rates prevailing when the assets were acquired or
obligations incurred. Foreign currency denominated revenue and expense items are
translated at exchange rates prevailing at the transaction date. Gains or losses arising
from the translations are included in operations.

Inventories

Inventories are valued at the lower of cost and net realizable value. Cost is
determined using the first—in, first~out (FIFO) method.

Capital Assets

Amortization is recorded over the useful lives of the assets which are estimated to be
as follows:

Property and equipment:
Equipment 3to 3 years
Furniture and fixtures 3to § years
Leasehold improvements 3 years
Vehicles 3to 5 years
Licences, patents and trademarks 17 years
Goodwill

Goodwill which represents the excess of the purchase prices over the fair market value
of the underlying net tangible assets received in business acquisitions is evaluated
annually by estimating the fair market value of the related businesses acquired and
written down for any resulting impairments in value.

Deferred Development Costs

Costs incurred in the development of new products and processes for the protection of
perishable foods and produce and for bacterial control are deferred until
commencement of commercial production or abandonment of development, otherwise
they are expensed. Where commercial production proceeds, the related costs are
amortized over the estimated economic life of the product or process. Where
development is abandoned, the related costs are written off.




Raytec Development Corp.
Notes to the Consolidated Financial Statements
October 31, 2003 — Page 3

Note 2 Significant Accounting Policies — (cont’d)

h) Loss per Share

i)

»

)

1)

Basic earnings per share are computed by dividing the loss for the year by the
weighted average number of common shares outstanding during the year. Diluted
earnings per share reflect the potential dilution that could occur if potentially dilutive
securities were exercised or converted to common stock. The dilutive effect of
options and warrants and their equivalent is computed by application of the treasury
stock method and the effect of convertible securities by the “if converted” method.
Fully diluted amounts are not presented when the effect of the computations are anti-
dilutive due to the losses incurred. Accordingly, there is no difference in the amounts
presented for basic and diluted loss per share.

Financial Instruments

The carrying value of the Company’s financial instruments, consisting of cash and
equivalents, accounts receivable, accounts payable and accrued liabilities and
advances payable approximate their fair value due to the short-term maturity of such
instruments. Unless otherwise noted, it is management’s opinion that the Company is
not exposed to significant interest, currency or credit risks arising from these financial
instruments.

Leases

Leases are classified as capital or operating leases. A lease that transfers substantially
all of the benefits and risks incidental to ownership of property is classified as a
capital lease. At the inception of a capital iease, an asset and an obligation are
recorded at an amount equal to the lessor of the present value of the minimum lcase
payments and the property’s fair value at the beginning of the lease. All other Icases
are accounted for as operating leases wherein rental payments are expensed as
incurred.

Cash and Cash Equivalents

Cash and cash equivalents consist of all highly liquid investments that are readily
convertible to cash and have maturities of three months or less when purchased.

Stock-based Compensation

The Company has a stock-based compensation plan as disclosed in Note 8, whereby
stock options are granted in accordance with the policies of regulatory authorities.
The Company applies the “settlement method” of accounting for stock-based
compensation awards. No compensation expense is recognized for those options
when issued to employees and directors. Any consideration paid by employees and
directors upon exercise of stock options is credited to share capital.




Raytec Development Corp.
Notes to the Consolidated Financial Statements
October 31, 2003 — Page 4

Note 2

Note 3

Significant Accounting Policies ~ (cont’d)

1) Stock-based Compensation — (cont’d)

Effective for fiscal years beginning on or after January 1, 2002, public companies are
required to adopt the new recommendations of the Canadian Institute of Chartered
Accountants regarding accounting for Canadian Stock-based Compensation. These
new requirements require that all stock based payments to non-employees and direct
awards of stock to employees be accounted for using a fair value based method of
accounting. However, the new standard permits the Company to continue its existing
policy of not recording compensation cost on the grant of stock options to employees
with the addition of pro forma information. The Company has elected to apply the pro
forma disclosure provisions of the new standard to awards granted on or after
November 1, 2002.

m) Income Taxes

The Company follows the asset and liability method of accounting for income taxcs.
Under this method, current income taxes are recognized for the estimated income
taxes payable for the current period. Future income tax assets and liabilities are
recognized for temporary differences between the tax and accounting basis of assets
and liabilities as well as for the benefit of losses available to be carried forward to
future years for tax purposes only if it is more likely than not that they can be realized.

Business Combination

Pursuant to a share exchange agreement with an effective date of July 21, 2003, a public
company, having a director in common, My Venture Inc. (“MVT’), acquired all of the
common shares of the Company’s wholly-owned subsidiary Raytec Technologies Inc.
(“RTI”) in exchange for 29,300,000 common shares of MVI. Concurrently with the
acquisition, MVI issued an additional 3,000,000 common shares for $300,000 pursuant to
a private placement prior to related issue costs. The transactions resulted in the Company
owning approximately 72% of MVTI’s outstanding shares and accordingly for accounting
purposes the transaction was accounted for by the purchase method as a reverse takeover
with RTI being identified as the purchaser. Application of reverse takeover accounting
results in a continuation of RTI with the inclusion of MV assets and liabilities in the
consolidated financial statements at their carrying values.

Net assets of MVI acquired at carrying values are as follows:

Cash and cash equivalents $ 79,157
Other current assets 280,557
Current liabilities ( 26,506)

§ 333,208




Raytec Development Corp.
Notes to the Consolidated Financial Statements
‘Qctober 31, 2003 — Page 5

Note 4 Property and Equipment
2003 2002
Equipment $ 269,246 S 364,566
Furniture and fixtures 57,001 57,001
Leasehold improvements 3,191 3,191
Vehicles 98,242 97,163
427,680 521,921
Accumulated amortization ( 339,903) { 344.877)
3 87,777 § 177,044
Note 5 Licences, Patents and Trademarks
2003 2002
Licenses and patents $ 171,780 § 171,730
Trademarks and other intangibles 7,081 7,081
178,361 178,361
Accumulated amortization 113,416 75,006
$ 65,445 $ 103,355
Note 6 Short-term Indebtedness
2003 2002
Bank overdraft S - S 138,396
Line of credit 611,056 675,372
$ 611,056 $ 813,768

The line of credit is secured by a first lien position on accounts receivable, contract rights,
chattel paper, documents instruments, general intangibles, raw materials, work in process,
finished goods and proceeds thereof; and bears interest at 0.05% applied to the daily
outstanding balance, equivalent to 1.5% per month.



Raytec Development Corp.
Notes to the Consolidated Financial Statements
October 31, 2003 — Page 6

Note 7

Note 8

Long-term Debt

2003 2002
Promissory note for US$450,000 maturing on January
31, 2004 plus interest at 8.0% per annum. Subsequent
to January 31, 2004, this note was in defauit. 3 593,504 % 700,875
Promissory note for US$23,599 repayable in monthly
instalments of US$2,059 plus interest at 9% per annum
maturing on January 31, 2003. As at October 31,
2003, this note is in default. 25,106 36,755
Capitalized equipment lease for US$5,882 secured by
related equipment, repayable in monthly instalments of
US$325 including interest at 13.23%. 2,191 9,162
620,799 746,792
Current portion {  620,799) ( 248,490)
$ - $ 498,302
Capital Stock
Authorized:
100,000,000 common shares without par value
Issued: Number Amount
Balance, October 31, 2001 4,242 305 13,654,889
Shares cancelled ( 90,000) -
Shares issued for cash:
- exercise of warrants and options 325,000 63,000
— private placements 540,000 138,000
Balance, October 31, 2002 5,017,305 § 13,855,889
Shares issued for cash:
— exercise of warrants — at $0.17 1,000,000 170,000
- exercise of options — at $0.20 96,000 19,200
- private placement — at $0.13 1,000,000 130,000
Shares issued for loan guarantee fee 64,000 15,360
Balance, October 31, 2003 7,177,305 14,190,449




Raytec Development Corp.
Notes to the Consolidated Financial Statements
October 31, 2003 -~ Page 7

Note 8

Capital Stock — (cont’d)

Stock Options

The Company may grant options to directors, officers, employees, dependent contractors
or consuitants for shares of the Company. These options are granted with an exercise price
equal to the market price of the Company’s shares at the date of grant and are subject to
approval from the TSX Venture Exchange. Stock option activity is summarized as
follows:

Year ended October 31
2003 2002
Weighted Weighted
Number Average Number Average
of Exercise of Exercise
Shares Price Shares Price
Qutstanding beginning of year 463,300 $0.60 355,300 $0.60
Granted 550,000 $0.32 158,000 30.35
Exercised (96,000) $0.20 (50,000) $0.20
Expired (257,300) 30.60 - -
Outstanding end of year 660,000 $0.31 463,300 $50.60

Details of stock options outstanding at October 31, 2003 are as follows:

Number . Exercise Expiry
of Shares Price Date
110,000 $0.30 June 4, 2004
100,000 30.37 August 5, 2004
450,000 $0.30 QOctober 22, 2005
660,000

The compensation charge associated with the options granted during the year ended
October 31, 2003 in the amount of $126,500 is not recognized in the financial statements,
but included in the pro forma amounts below. The fair value of the stock-based
compensation has been determined, using the Black-Scholes option pricing modes with
the following assumptions:

Dividend yield 0.0%
Expected volatility 171%
Risk-free interest rate 3.0%

Expected term in years 2




Raytec Development Corp.
Notes to the Consolidated Financial Statements
October 31, 2003 — Page 8

Note 8 Capital Stock — (cont’d)

Stock Options — (cont’d)

Had the fair value method been used for those options issued, the Company’s net loss and
loss per share would have been adjusted to the pro forma amounts indicated below:

Net loss As reported
Pro forma
Basic and diluted loss per share As reported
Pro forma
Note 9 Income Taxes

Year ended
October 31, 2003

$( 308,072)
$( 434,572)
$( 0.05)
$¢ 0.07

Significant components of the Company’s Canadian future tax assets and liabilities, which
result primarily from temporary differences in the recognition of expense items for

financial and income tax reporting purposes, are as follows:

Future income tax assets
Non-capital losses carried forward
Capital losses carried forward

Less valuation allowance

2003 2002

$ 1,055,798 % 1,011,458
740,341 833,398

1,796,139 1,844,855
(1,796,139)  (1,844,855)

$ - $ -




Raytec Development Corp.
Notes to the Consolidated Financial Statements
October 31, 2003 — Page 9

Note 9

Note 10

Income Taxes — (cont’d)

The Company has accumulated Canadian capital losses of $1,868,605 and Canadian non-
capital losses of $2,664,810, which may be carried forward to reduce taxable income in
future years. The non-capital losses expire as follows:

2004 ‘ $ 349412
2005 512,014
2006 174,075
2007 332,846
2008 347,033
2009 471,430
2010 473,000

$2,664,810

Related Party Transactions

The Company incurred the following expenses and rent recoveries with directors or
officers of the Company or with companies with directors or officers in common:

Years ended
Qctober 31,
2003 2002
Accounting fees $ 24200 $ 27,000
Loan guarantee fee 15,360 -
Rent 7,500 58,200
Rent recoveries ( 20,153) -

$ 26907 $ 85200

These charges were measured by the exchange amount ‘which is the amount agreed upon
by the transacting parties. The loan guarantee fee was paid by the issue of 64,000 shares.

e w7 osgon-




Raytec Development Corp.
Notes to the Consolidated Financial Statements
October 31, 2003 ~ Page 10

Note 10

Note 11

Note 12

Related Party Transactions - (cont’d)

Assets and liabilities include the following amounts outstanding with related parties:

2003 2002
Accounts receivable $ 8,580 § -
Accounts payable $ 236,427 $ 241,358
Advances payable $ 290511 § 173253

Amounts due to related parties are unsecured, non-interest bearing and have no fixed
repayment terms.

The Company acquired a company having a director in common (Note 3).

Commitments

(a) Annual minimum rental obligations under leases for vehicles, equipment and premises

are estimated as follows:

Year Ended - S
October 31, 2004 ° 236,000
October 31, 2005 185,000
Qctober 31, 2006 111,000

Financial Instruments Risk

a)

b)

Credit risk:

The Company provides credit to its clients in the normal course of operations. It
carries out, on a continuing basis, credit checks on its clients and maintains provisions
for contingent credit losses. For other debts, the Company estimates, on a continuing
basis, the probable losses, and provides a provision for losses based on the estimated
realizable value.

Foreign currency risk:

The Company is exposed to fluctuations in foreign currencies through its operations in
the United States of America. The Company monitors this exposure, but had no hedge
positions at October 31, 2003 or 2002. The Company believes this risk is mitigated by
the offset of current assets and liabilities held in US dollars however the Company is
exposed to a currency risk because at October 31, 2003 it has net monetary liabilities
of US$1,246,323 (2002: US$1,468,000).




Raytec Development Corp.
Notes to the Consolidated Financial Statements
October 31, 2003 - Page 11

Note 13 Subsequent Events

Subsequent to October 31, 2003:

(a) The Company’s wholly-owned U.S. subsidiary, Raytec Corporation (“Raytec”),
completed a private placement and issued 2,000,000 common shares at UUS$0.17 each
for total proceeds of $490,484 (US$340,000) of which US$253,347 (Cdn$398,667)
had been received at October 31, 2002. As a result, the Company's ownership in

Raytec has been diluted to an 80% interest.

{b) The Company arranged a private placement of 1,000,000 units at $0.15 per unit for
total proceeds of $150,000. Each unit consists of one share and one share purchase
warrant exercisable at $0.19 per share for a two-year period.

¢) The Company arranged a private placement of 681,000 units at $0.22 per unit for total
proceeds of $149,820. Each unit consists of one share and one share purchase warrant

exercisable at $0.30 per share for a two-year period.

Note 14 Changes in Non-cash Working Capital [tems

Accounts receivable

Inventory

Prepaid expenses and deposits
Accounts payable and accrued liabilities
Advances payable

Deferred revenue

2003 2002
$(199,538) S 326,874
221,573 40,900
63,010 67,140
( 365.577) 92,417
198,811 93,450
( 58,866) ( 42,273)
$( 140,587) 5 778,508




RAYTECH DEVELOPMENT CORP. Schedule I
CONSOLIDATED SCHEDULE OF GENERAL AND ADMINISTRATIVE EXPENSES
For the vears ended October 31, 2003 and 2002

2003 2002
Administrative and consulting fees $ -3 35,129
Advertising and promotion 16,702 -
Amortization 42,772 -
Bad debts 18,754 13,731
Filing fees 5,011 3,850
Investor communication 72,320 130,787
Office and miscellaneous 367,791 545,319
Professional fees — Note 10 216,275 178,239
Rent, utilities and taxes - Note 10 110,802 130,852
Repairs and maintenance 9,034 -
Telephone and communications 58,090 122,737
Transfer agent ’ 15,228 11,240
Travel 34,167 44 822
Wages and employee benefits 562,090 986,520

$ 1,529,036 § 2,203,226




BC FORM 51-901F
QUARTERLY REPORT AND YEAR END REPORT

Incorporated as part of: Schedule A

X Schedule B & C

ISSUER DETAILS:
NAME OF ISSUER: Raytec Development Corp.
ISSUER'S ADDRESS: 1104 - 750 West Pender Street, Vancouver, B.C. VAC 2T8

ISSUER TELEPHONE NUMBER: (604) 633-3610
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CONTACT'S POSITION: President

CONTACT TELEPHONE NUMBER: (604) 683-8610
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FOR QUARTER ENDED: October 31, 2003

DATE OF REPORT: March 30, 2004
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AND THE DISCLOSURE CONTAINED THEREIN HAS BEEN APPROVED BY THE BOARD OF
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“Jerry A, Minni” Jerry A. Minni ___"04/03/30"
DIRECTOR’S SIGNATURE PRINT NAME IN FULL DATE SIGNED (YY/MM/DD)
“Jerry M. Bella” Jerry M. Bella “04/03/30"

DIRECTOR’S SIGNATURE PRINT NAME IN FULL DATE SIGNED (YY/MM/DD)




RAYTEC DEVELOPMENT CORP.
QUARTERLY REPORT - FORM 51-901F
OCTOBER 31, 2003

SCHEDULE B: FINANCIAL INFORMATION

See attached financial statements of the Company for the period ended October 31, 2003,

1. Analysis of expenses and deferred costs:
a) Breakdown of expenditures by major category:
See Schedule A - Financial Statements

[P]

Related party transactions:
a) There were no related party transactions during the period.

Summary of securities issued and options granted during the periad:
a) Securides issued during the period:

(991

[ssue date Type of issue Quantity

Japuary 7, 2003 Private placement 1,000,000
March 10, 2003 Exercise of options 5.000
March 25, 2003 Exercise of options 7.000
April 9, 2003 Exercise of opticns 3,000
April 30, 2003 Exercise of options 3,000
May 12, 2003 Exercise of options 21,000
July 24,2003 Exercise of options 10.000
August 5, 2003 Loan guarantee 64,000
August 29, 2003 Exercise of options 2.500
September 5, 2003 Exercise of options 7,000
September 15, 2003 Exercise of warrants 1,000.000
September 24, 2003 Exercise of options 20.000
October 15, 2003 Exercise of options 13.500

b) Options granted during the period:
Date of Grant Number Name

August 5, 2003 100,000 R. Waschilowski
October 22, 2003 75,000 Jerry Minni
October 22, 2003 75,000 Jerry Bella
October 22, 2003 75,000 Robin Blues
October 22, 2003 75,000 Toni Vodula
October 22, 2003 50,000 Robert Thompson

4. Summary of securities at the end of the reporting period:
a) Authorized capital stock:
See Schedule A - Financial Statements - Note 8.
b) Issued capital stock:
See Schedule A - Financial Statements - Note 8.
c) Options, warrants and convertible securities outstanding:
See Schedule A - Financial Statements - Notes 8.
d) Shares in escrow of subject pooling:
There are no shares subject to escrow or a pooling agreement.

Price Proceeds
S0.13 S 130,000
$0.20 S 1.000
$0.20 S 1,400
$0.20 S 1.000
$0.20 S 1,000
$0.20 S 4200
$0.20 § 2,000
$0.24 S 15260
$0.20 S 300
$50.20 S 1,400
$0.17 $ 170,000
$0.20 S 4,000
S0.20 S 2700
Exercise Price Expiry Date
$0.37 August 5, 2004
$0.30 October 22, 2005
$0.30 October 22, 2005
$0.30 QOctober 25, 2005
30.30 QOctober 22, 2005
$0.30 Qctober 22, 2005



S. List of directors and officers

a) Directors:
Jerry A. Minni
Robin D.A. Blues
Jerry M. Bella

b) Officers:
Jerry A. Minni - Chairman, President, Chief Executive Officer, Chief Financial Officer
Toni Vodola - Secretary




SCHEDULE C: MANAGEMENT DISCUSSION AND ANALYSIS

Description of the Business
The Company is a leading manufacturer, developer and marketer of perishable food control systems and

andmicrobial products. As a result of various acquisitions and technological developments the three key components
of the Company’s business are defined as follows:

e (Core Business - Manufacture, development and marketing of misting, humidification and water treatment
equipment for the retail and food storage industry.

e Service - Instuallation, preventive maintenance and emergency service through a well-trained network of ficld
technicians.

s Antimicrobials - Manufacture and marketing of a proprietary line of chiorine dioxide-based products for ail
aspects of food processing and sanitation.

Discussion of Operations and Financial Conditions

The Company’s consolidated revenues for the year was $3.901 million. down from S$5.385 million for the
comparative period. The dJecrease was a result of general market and economic conditions. The Company is
projecting an overall increase in sales in our core business in fiscal 2004. The sales in the antimicrobial division
were less than anticipated due to delays in registration of products.

Manufacturing and instailation costs for the vear was 63.16% of revenues, down [1.02% from the comparative
period. The change was attributed to product mix sold during the year.

General and administrative expenses decreased 1.71% of revenues during the vear. The Company coatinues to
decrease its administrative costs each year.

Seiling and marketing expenses remained consistent with that of the previous year.

The Company invested $S8,658 during the year in property and equipment as compared to $33,963 during the
comparative period.

The Company incurred a total of S2.049 in research and development costs during the vear. This money was spent
developing new applications for the core business and obiaining product registration for the Company’s
antimicrobial technology. The Company incurred a total of $350,241 during the comparative pertod.

During the year the Company reported an operating loss of $308,072 as compared to an operating loss of $2,046,606
for the comparative period.

The Company has annual minimum rental obligations under leases for premises, which amount to $532,000 aver the
next three years.

During the first quarter the Company obtained ail the preventive maintenance contracts for Win-Dixie Store Inc. in
the south-east involving a total of over 1,300 stores. These contracts involve regular visits once per quarter to
service all areas related to produce misting, fish and meat humidification and water treatment. The Company is also
participating in Winn-Dixie’s conversion of their display cases to “iceless”.

During the second fiscal year the Company obtained the first Environmental protection Agency (EPA) product
registration of the “tea-bag”™ (Sani-T Bag™) for use in cooling water treatment as an algaecide. The Company has
recently received an EPA response to its surface sanitation product registration. The Company is currently
addressing deficiencies with respect to the application.

The Company recently announced that it intends to take its subsidiary, Raytec technologies Inc. public in an effort to
focus the core business and the technology subsidiary on growth opportuaities in their most promising markets. The




Company will maintain majority control of the subsidiary and will continue to work closely with respect to
applications for perishable products.

There were no legal proceedings against the Company during the year:

The Company has not entered into any investor relation contracts during the year. The Company’s investor relations
activities involve addressing responses to shareholders of questions directed to the Company.

Subsequent Events

Subsequent to October 31, 2003 the Company completed a private placement of 1,000,000 units at S0.15 per unit.
Each unit consists af one share plus one share purchase warrant exercisable at $0.19 to March 8, 2006.

Subsequent to October 3{, 2003 the Company compieted a private placement af 681,000 units at $0.22 per unit.
Each unit consists of one share plus on share purchase warrant exercisable at S0.30 to November 20, 2003

Subsequent to October 31, 2003 the Company’s subsidiary sold a private placement of 2,000.000 shares at USS0.17
per share to net the subsidiary US$340,000. Upon closing of this private placement the Company’s interest in the
subsidiary will be reduced to §0%.

Financings Conditions, Liguidity and Solvency

The Company utilized credit facilities available during the year and from time to time relies on the sale of its wreasury
shares to investors ta raise the required capital to fund its operations and development. A number of factors arfeet
the ability of the Company to sell shares to raise capital for its business activides. These include stock market
conditions, the Company’s previous record in such endeavors and the experience and reputation ot its management.

The Company intends to continue 10 tinance its growth and operadons primanily through internal cash flow, equity
otferings and short-term borrowings as required.

The Company’s working capital deficiency at October 31, 2003 was $2,061,594. Subsequent to October 31, 2003
the Company and its subsidiary raised $593,120 through private placements which heiped to reduce the working
capital deficiency.
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Supplemental Mailing List Return Card (National Instrument 54-102)

In accordance with National Instrument No 54-102/Interim Financial Statement and Report Exemption (the "Instrument") and pursuant to
the British Columbia Securities Act and Rules: .
Any registered shareholder may elect annuaily to have his or her name added to an issuer's supplemental mailing list in order to receive guarterly

reports for the issuer's first, second, and third fiscal quarters. All Registered shareholders will automatically receive a quarterly report for an issuer's
fourth fiscal quarter; white only Non-registered shareholders entitled to receive an issuer's audited financial statements, pursuant to the Instrument,

will receive a quarterly report for an issuer's fourth fiscal quarter.
To use electronic methods for communication between issuers and their shareholders, we are requesting that you provide us with your
email address.
You may complete an electronic version of this form at: www.pctc.com under Communications, Shareholder Forms or
go directly to www.pctc.com/PCTCPortal/Public/SuppiementalForm.aspx
I, the undersigned, certify that | am the owner of the securities (other than debt instruments) of the Company shown below, and request
that my name be placed on the Company's Supplemental Mailing List in respect of its quarterly financial statements.

Name of Company in which you are a Sharehoider:
Must be completed. (Please Print)

Name: Address

City/Prov/State/ Postal Code: Preferred Method of Communication:  Email or Mail

Signature: © Date: Email Address:
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NOTICE OF CHANGE OF AUDITOR

MANNING ELLIOTT
Chartered Accountants
11" Floor, 1050 West Pender Street

Vancouver, BC
V6E 387

AMISANO HANSON
Chartered Accountants
#604-750 West Pender Street
Vancouver, BC

BRITISH COLUMBIA SECURITIES COMMISSION
701 West Georgia Strect

Vancouver, BC

V7Y 1.2

Given pursuant to National Policy Number 31 of Canadian Provincial Securities Administration, Re: the
Appointment of Amisano Hanson, Chartered Accountants, as Auditors of the Company.

The Company proposes to change its auditor from Manning Elliott, Chartered Accountants, to Amisano
Hanson, Chartered Accountants, of Suite 604, 750 West Pender Street, Vancouver, Bitish Columbia,
effective at the Company’s annual general meeting scheduled to be held on April 13, 2004.

The Company is proposing not to appoint Manning Elliott, Chartered Accountants as auditors for the
Company at the Company’s Annual General Meeting to be held on April 13, 2004 and to appoint Amisano
Hanson, Charted Accountants as auditors for the Company on that date. The reason for the change of
auditor is based on the new independence standards adopted by the Institute of Chartered Accountants of
Bntish Columbia..

There were no reservations in the former auditor's reports for the audits of the Company’s two most recently
completed fiscal years or any period subsequent to the most recently completed period for which an audit
report was issued and preceding March 1, 2004,

The termination of the former auditor and the recommendation to appoint the successor auditor have been
approved by the Company’s Board of Directors.

There were no reportable events between the Company and Manning Elliott, Chartered Accountants.

Attached hereto as Schedules "A" and "B" are copies of the letters from the former and successor auditors,
respectively.

Dated this 1% day of March, 2004.
RAYTEC DEVELOPMENT CORP.

Per “JERRY MINNI”

JERRY MINNI, President

coanotice.doo




M A N N ] N G E L L ] O T T 11th floor, 1050 West Pender Street, Vancouver, BC, Canada V6E 357

CHARTERED ACCOUNTANTS Phone: 604. 714, 3600 Fax: 604. 714. 3663 Web: manningeiliott.com

March 1, 2004

British Columbia Securities Commission

701 West Georgia Street

Vancouver, BC V7Y 1.2

Dear Sir or Madam:

Re: Raytec Development Corp. (the “Company”)

As the former auditors of the above Company and pursuant to National Pelicy No. 31 of the Canadian
Provincial Securities Administrators, we have reviewed the Notice of Change of Auditor dated March 1,
2004 (the “Notice”) for the Company and, based on our knowledge of the information at the time, we
agree with the following information contained in the Notice.

There were no reservations in the former auditor's reports for the audits of the Company's two most
recently completed fiscal years or any period subsequent to the most recently completed period for which
an audit report was issued and preceding March 1, 2004 (the date of the resignation).

The Cocmpany's Board of Directors has approved the resignation of the former auditor and the
recommendation to appoint the successor auditor.

There were no reportable events between the Company and Manning Elfioft.

We understand that the Notice, this letter and a letter from the successor auditor will be disclosed in the
information Circular to be mailed to all shareholders of the Company for the Company's next General
Meeting at which action is to be taken concerning the change of auditor.

Yours truly,

MANNING ELLICTT
Per: Keith S. Elliott, CA

KSE/MVK/rameemnmearmec Deve orvent CorpPrepecessor LETER 00¢

c¢: Alberta Securities Commission




TERRY AMISANO LD, Amisano Hanson
Kevin Hanson, CA CHARTERED ACCOUNTANTS

March 30, 2004

Brtish Columbia Securities Commission
Alberta Securities Commission

TSX Venture Exchange
Dear Sirs:
Re: Raytec Development Corp. (the “Company”)

Change of Auditor Pursuant to National Policy No. 31

As required by National Policy No. 31, Change of Auditor of Reporting Issuer, and in connection with
our proposed engagement as auditor of the Company, we have reviewed the information contained in
the Company’s Notice of Change of Auditor dated March 1, 2004 and agree with the information
contained therein, based upon our knowledge of the information relating to the said Notice and of the
Company at this time.

Yours truly,

“Amisano Hanson™

AMISANO HANSON

O A TTICTRY ELOPMIT JPS
750 WEST PENDER STREET, SUITE 604 TELEPHONE: 604-689-0188
VANCOUVER CANADA FACSIMILE: 604-689-9773

V6C 2T7 E-MAIL: amishan@telus.net




CERTIFICATE OF OFFICER

RAYTEC DEVELOPMENT CORP.

In connection with the resignation of MANNING ELLIOTT as the auditor of RAYTEC
DEVELOPMENT CORP. (the “Company”), I, Jerry Minni, President of the Company, hereby
certify for and on behalf of the Company that the board of directors of the Company has
reviewed the Company’s notice letter to MANNING ELLIOTT, Chartered Accountants and
AMISANO HANSON, Chartered Accountants, dated March 1, 2004 and their responses thereto,
copies of which are attached hereto.

DATED at Vancouver, British Columbia, March 22, 2004.

g//_/
RRY MINNI

President

AUDITORUNDERTAK.doc




