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President’s Letter to Shareholders

Dear Shareholder, S U P PL

This year, in preparation for our Annual General Meeting in Vancouver (May 27" at 2 pm PDT), |
have chosen to provide shareholders with both a glimpse back on the achievements made since
| began as President & CEO in August 2005, as well as an overview of the market and
opportunity that lies at our doorstep.

I am also delighted to inform you that Neil £. Gambow, President of Kelso Technologies (U.5.A))
Inc, Kelso’'s wholly-owned US subsidiary, will attend our 2007 AGM and following the formal
portion of a meeting, will make a presentation to Shareholders.

As a longtime shareholder myself, ! was very pleased that we were able to hire Neil to lead our
sales and marketing efforts as well as F&D/Product Development. His many years of
experience, hands-on as President of Midland Manufacturing, coupled with his expert
knowledge of the rail sector and wide range of senior level industry contacts have enabled Kelso
to cut years off of the time it would have taken to grow the Company.

Our opportunity has never looked brighter than now. We have already added significant new
customers to our stable, increased the range and type of products we offer, refashioned Kelso
into a “customer-driven, product solutions” company and through Neil’s expert efforts, have
developed a new reputation for Kelso, that of an innovator in the rail sector.

Each customer that starts by buying a smatll quantity of.our products is basically opening its
doors to much larger, future and ongoing purchases. ThiS is one of the keys to growing our
revenues and our market.

We hope you can attend this year's AGM and welcome you to invite your friends, family,
colleagues, business associates and stcck brokers.

Please confirm your attendance by email to admin@kelsotech.com or by leaving a message at
604.878.7600 ext #1. Your responses will enable us to plan appropriately to accommodate all
attendees.

"™ Sincerely, PR OCE SSED

’

IR

_ John L. Carswell rHOMSON REUTERS g
" President & CEO
Keiso Technologies Inc. 02 6
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Kelso Techrrologies Inc. Report Card’
A Chronology of Developments Starting August 2005

With a view to encapsulating the many accomplishments made by Kelso Technologies since the change in
Management with my appointment as President & CEO, we have compiled the follow ng summary of actions,
by date. This compilation will assist our shareholders in better understanding the accomplishments made as
we!! as the groundwork that has been laid for future growth and expansron of the Cor‘rpany, both |n terms of
sales revenue ‘and also in terms of Global reach.
PR Respectfully submitted,

o . John L. Carswell, President & CEO

Date P . Action ~ Timeto
Ak .. ' o . | Complete
August 2, 2005 Carswell Appointed as President & CEQ of Kelso Techiologies n/a

with Self-elected Mandate to accelerate R&D/Produc:
Deveiopment and Incréase Sales Revenue

August 30,2005 - - ' First ever. sale of its JS75 SRV pressure relief valve to & major 6 months
US Chemical Manufacturer and Fleet Operator '

September 12, 2005 - For the first time in Kelso’s history, the Company showed 12 months
sales revenues on its first quarter statement for the three

months ending November 30, 2005

October 4, 2005 " ! Kelso granted a twenty year patent in Mexico for its “Tank 8 months
Transport Pressure Relief Valve” expiring in 2019

November 10, 2005 Discussions with parties based in UK& Indla W |th regird to 10 months
. .| financing needs and joint ventures to’ serve European and
Asian rail and petrochemical markets '

November 22, 2005 .| New director William Troy appointed ~ .. . . =~ " 2months
January 17, 2006 Private Placement {PP) for $137,438 clozes . . 3months
February 1, 2006 Rescar Industries Inc., the largest rolling stock maintenance 5 months

provider in NA, places its 2nd order,

February 13,2006 . i More than 100JS755 pressure relief valves committed for 5 months
install on new tank cars being built by.one of the three
targest tank car manufacturers in NA

May 19, 2006 | Completely new website launched . =~ © " 4 months
May 23, 2006 !, First ever Low Flow I5RV debu'gs at Bure'au of Exolosivas r 4 months
May 31,2006 PP increased to $375,000 — : ! 6 months
August 1, 2006 . Kelso’s announces that gross profits increasec by 340% over 12 months

the prior quarter

September 13, 2006. - ! Fifty percent of large valve order delivered for new carbuild ;| 5 months
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September 19, 2006 South Korean Fatent Announcgd 35_ months
November 1, 2006 Chaifman'Steps Aside = - - 7. 370 UL 085 77 w10 ronths 1
November 2, 2006 .- - | Interim US Rresident appointed | .o ntar e et -2 monthss
B L T R R T I LAY T e LTIt R AL TP T
November.6,2006 " ~ 'l .New D|rector AndrewR Male: appomted e ey b 3 months
January 24, 2007 PP |ncreased to 5475 000 5 months’
) |
February 1, 2007 Kelso pafticipéteS' in four day Financial Forum and Trade | 6 months
Show in Toronto and holds several. meetings city’s financial |
community to discus$'the ongoing development of the
Companv_ and its e_f-fort;_;o se;ug‘e long term fuy\ding
March 21, 2007 Virginia Sealmg Products signs Memorandum of ’ 8 months
Understanding; to become Kelso's first Marketlng Partner
March 26, 2007 Renowned Sealant Expert James E Frew appomted Chair of ‘4 months
Rail Advisory Eoard”
April 9, 2007 Kelso Retains High Profile, UK-based Legal Counsel Brown 5 months
Rudnick (American Rallcar’ 5 Chtef Counsel) to assust with
international expansion
April 11, 2007 Interbahc agre emenit 5|gned to prowde future funding for 5 months
international growth & expansion
April 16, 2007 First meetings held in'Houston, Texas with the 7 months
Transportation Products Group of Piping & Equipment, inc.
to discuss terms of a'working relationship’
May 18, 2007 Regulatory approval obtained from the Association of 8 months
American Railroads’ ("AAR”) Tank Car Committee for two
new Low Flow PRVSs: the JS75L & thé'JS165L
July 30, 2007 Kelso bids on'a two year contract order valued at over 3 months
$600,000 USD for a potential new customer
August 9, 2007 Ke!so comple1 es dellvery 32 valves ord ered by Tnmty Tank 8 months
| Caf Inc. for new car buuld '
| L . .
October 10, 2007 Kelso signs ag reement' with Mexican firm to promote Kelso 12 months’
valves & provide regional sourcing of business opportunltles
throughout Central & South America
October 16, 2007 Approval obtained from AAR for new JS75H PRV 7 manths
October 21, 2007 Shares issued to satisfy debts owing to insiders totaling 3 months
$297,544.02
November 11, 2007 Neil E Gambow Jr., a senior manufacturing operations | 8 months
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_executive; appointed to the position of President of Kelso’s

wholly-owned US subsidiary, Kelso Technologies {U.5.A.) Inc.
effective November 12, 2007. _Based in Chicago, lllincis and
the former President of Kelso’s main competitor, Midland. .
Manufacturing, he assumes responsibility for sales,

.marketing & manufacturlng Kelso over the last two years CLI
' the sales, marketlng and manufacturlng operatlon

April 4, 2008

PP closed totaling $172,299.54, including szs 715 59 from

three insiders of the Company

4 months

April 7, 2008

| Kelso signed agreement to acqwre 100% rights through 2023

to a revolutionary, patented Manway Cover for the rail tank

‘| car & other industries” Company facés potentlal to more*

than:double its pro;er:ted sales revenue

L.

--12 months

April 15, 2008

Kelso ship 19 JS PRVs to newly-acquired customer, a world-
leading producer of and tank car shipper of fertilizer

i chemicals. Kelso's opportunities increase for the sale of

between $580,000 and $850,000 innovative products over

‘ ‘ the period from now to the end of 2008

|

S months

April 16, 2008

‘Kelso demos PRVs & Manway Cover at AAR Meeting in

Galveston, Texas to over 50 key rail sector individuals and
response, is overwh_elmir\g

4 months

Apr_il 21,2008 -

e -
i

Apil23 i

' Recelved an order from a new customer for its pressure rehef

valves N

The Company is preparing to ship “25 valves to a leading
producer of chemicals with operations in along the Gulf
Coast of Texas and New Mexico

Kelso demos the valve at the Northeast Assocsatlon of Rall

‘Shippers in Newport, Rl. - . .-

3 months

April 30, 2008 -,

- .|. Kelso secures financing of USD$3-niillion: through sourcesin.

Chicago, lllinois . RO Dt B

8 months

Overview of the Rail Tank Car Market

>

The North American new rail tank car market is robust in general but slowing as expected with
the glut of ethanol cars being a drag on the new-car market. Buyers are d¢laying a few orders or
changing car types currently on order. Car builders are now offering delivery slots in the 4™

quarter of calendar 2008. The slowdown was inevitable with the ethanol-driven boom in the
new-car market waning. This’is expected to be a brief downturn as the high scrap rate of old
cars {see below} takes its toll on the total fleet srze and demand for cars scueezed out by the

ethanol car build receive

The leasing company fleet tank car utilization has dropped from 9

attention.

%+ to more like 95%. This is

not a big worry for them but making them more aggressive in the market. The leasing

companies are retiring old cars early. The high scrap value of a tank car is shortening the
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accounting life where it is more advantageous to scrap the car than'perform the required
HM201 upgrade. HM201 will still be a significant opportunity for Kelso products in the
repair/replacement market for the next three years as the bulk of the tank car fleet is scheduled
for inspection in that period.

The shippers are being more cost conscious with their | new cars and are looking for ways to cut
cost of ownership which is good for Kelso: They are clrlwng harder bargains with the leasing

companles and car builders. They are also moving away from carownership to car leasing
except in cases where the commodity being shipped is very hazardous {e.g. chlorine).

The Knlso Position :

The sales pipeline for the Kelso PRV wits extremeiy 1|m|ted at the start of December 2007 Given
the shortage of personnel in the. Company and-the pressures on running the public side of the
Company with its various critical deadlines-and-regulatory requirements, there had been very
minimal sales work done. As part of the repackaging of the Company and its products, a .
number of initiatives were undertaken that would change the face and |mage of Kelso including:

.

A new market message has been craft ed and Iaunched focusmg on superior technology, the low
cost-of-ownership and ease of maintenance which allows the‘ PRV to stand on its own. Meeting
AAR standards is a given. The productis prééented as a significant improvement in technology
with AAR approvals and excellent service results ina Iong-term apphcatlon The message has
resonated well with the customer base -

A significant number of customer visits have been made resulting in three important new
customers being added to the list of customers to date. Attendance at two well-attended
Traffic Club meetmgs along ‘with the customer visits has sngmflcantly raised the profile of Kelso
in the market in all market segments. Activities to get the product approved by the technical
organizations at the major leasing conipanies and car builders are ongoing. This is a critical step
in securing the market posjtion we need: tohave o

.

Customers, in general, have been con:erned about the viability of Kelso in the market. Most are
aware of the lack of financing depth and this is definitely an impediment for Kelso. Many are
concerned about the risk of Kelso’s endurance in the-market. ‘They do not want to have a
product in their fleets that is not supported over the long haul. Work is ongoing to solve this
funding problem.

Kelso has identified several new products that can be of S|ng cant |mportance to Kelso {See

below.) Rt T SR NN

Customey Mentalltja_r Croae : .
For many of the potentlal customers Kelso is an unknown or known only as a boutique player.
They may be aware of the Kelso PRV but have not been educated on the merits of the valve. -
The first order of business in the last three months has been to dramaticaliy expand the visibility
of Kelso and expand the Kelso customer base with customer visits and attending key industry
meetings. What we find is that the naw market message of low cost-of-ownership and ease of
maintenance rings true for everyone we talk to.

The concerns usually voiced are Kelso's financing and the long-term performance of the valve in
service. Itis worth noting that having AAR approval speaks only to the performance of the

President’s Letter to Shareholders
Page Sof 8




product and not to its long-term reliability. Thus having AAR approval doe:s not automatically:
gonvert to orders. It is simply the ticket to entryinto the marketplace. We are finding that
shippers who have progressive, forward-looking management teams and/or younger people in
positions of authority are more willing to go with the Kelso preduct. The car builders and car .
lessors are less likely to make a significant commitment adopting the mentality of “better the"
devil you know than the' devil you don’t know”. They also défer to the 'shiopers ds the decision-
makers:on car equipment. While this is basically true, the car builders ancl lessors do have an
impact on what equipment is used and covered under the|r warranty R -

It is very important to keep the pressure on all segments of the mar ket Wh|le the Kelso valve
represents a considerable opportun:ty for all market segments, getting the attention of the right
people takes persistence and contmued contact to stayon their'r racnar screen. They are all busy
and have many distractions. ' . S

Market Plan

To counter the above, Kelso has adopted a two-pronged attack focusing 01 getting the
necessary internal approvals from lessors and car builders which is key to ;zetting Kelso products
on tank cars. First, raise awareness of Kelso products at the shipperievel and get them to push
the lessors and car builders into approving the Kelso PRV. By meeting with shippers who
generally specify the components on their leased and/or owned cars, we are applying pressure
from the top of the “food chain”. Shippers like what they see and will ultunately want the -
builders and lessors to apply the vaive through new car specaﬂcatlons deve-loped by the
shippers. .

Secondly, we are hitting repair shops to apply pressure to'the car builders and lessors from the
bottom of the “food chain”. Kelso has a considerably simpleér and safer va ve to handle and has
much shorter lead times which are very valuable to a repair shop T hey are being encouraged to
call the car owner and shlpper when a new PRV must be mstalled and pretsure them into -
approving a Kelso valve for mstallat:on Thls is partlcularly |mportant wnth the volume of HM201
mspectlons that must be done in the next three years ’ L _ ‘

This pincer strategy is being augmented by'working W|th thé car builders and lessors to get their
approvals for the products Once approvals from the lessors and car builders are in place, a big
obstacle to our success is removed What we get for all thls is shipper and’ repalr shop buy-in
antl heavy pressure on the lessors and car builders to add the Kelso valve to their approved
prodict lists.” Ali‘of this is supported by customer contacts/wsnts product demos the’ new
market message and soon a customer-fr:endly web site.

The very recent introduction of the Manway Cover product has crested a very favorable “buzz”
in the industry which has substantlally raised the Kelso market i image. Kelso is now regarded as
an innovator with products that address some of the long standing :ndustry problems. Kelso is
now on the map for real. The industry is expecting that Kelso can continue with innovative
solutions to more known industry problems. Our new products address scme of these issues.

It is worth noting we are downplaylng the financing and assuring those coricerned that financing
is available.
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Sales Opportunities : ) ‘
Sales in therest of 2008 are !rkeiy to come from the followmg areas:

I -yt e
H b i ot

Car Buﬂders As we secure the technrcal approvals from each bmlder the opportumty |s to be .
added to the standard, car specifications as.an. approved product for the cartype., Then.the.
continued push made on-the car owners and shippers through.customer visits and touches
should bear fruit on new car builds. At times the car builder will offer a car to unsophtstlcated .
buyers and recommend the equipment. The merits of the:Kelso product will be continually
pushed at the car buulder to be the f|rs1 choice for the sale.

Car builders also own thelr own Iease ﬂeets The fleet managers who are very conscious of
maintenance costs will be worked to get them to specify the Kelso valve on new cars for their
fleet. Internal engineering approval is required as a pre-condition for being included in the .
specification.

Trinity and Union Tank Car are in the process.of approving the Kelso valve and should be in place
by June. Contact at ARL/ARI has proven to be difficult to make as they continue to duck our
request for an initial meeting, Greenbrier is just now setting.up their office and will be
contacted shortly. o S e e e

Car Lessors/Owners — Shlppers generally gwe acar speuflcatlon to a Ieasmg company for cars
they wish to add to their respective. transportatlon departments The major Ieasrng companies
will not include any product not approved by their in-house engineering teams. The three major
leasing companies, GATX, GE, CIT and several smaller ones (AIG, First Union) are in the process
of approving the Kelso valve. Once this approval is obtained, shippers can specify the Kelso
valve and the lessors will not object to installing it on their new cars and retrofit cars.

Shippers - Control of the tank car equlpment on new and exrstmg cars is usually exermsed by the
shippers who generaily have car speuflcatlons of their own. Opportumtles appear in new car
buitds, car Ieasmg programs where cars are commg mto a fleet and car retroflts for change in
service. Qur recent successes are with shrppers who see the cost-of-ownership value of the
Kelso product. These represent the best.near-term volume opportunities.

Repair Shops — Volumes here wrlt be sma“ as the shops order valves for cars actually in the’ ‘
repalr line that need a new valve. itis expected that 3- 5% of the General Purpose cars commg
through the shops wiil need new. Pressure Rellef Valves and of that number, Keiso will get 30-
50% of the replacements. This is a marke}t entry_pornt.for all the shrppers and lessors to begln to
use the Kelso product. R ' '
The largest repair shop market is in the Te'x'a's/Louisiana region. Kelso ha‘s*appointed a regional
distributor, Piping & Equrpment Inc., whoi is well estabhshed in the market, has people dedicated
to the market and many local off"ces in the region. "This will contlnue to ralse the Kelso proflie in
the market.

New Products

As we have been out in the market, it is clear that Kelso has considerable opportunities to
increase PRV product breadth and bring several new products to market to enhance the Kelso
image and market participation.
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PRV I:ne for GP Cars There are Iarge holes in the product line that can be filled. A 165# valve
with a higher flow ratmg is needed for commodities like Styrene. The mdustry wants the Kelso
design because there are no components |n5|de the tank car that can “gurn up” rendering a
valve inoperable. The industry also wants a hmged dome cover for ease of access when a valve
must be inspected prior to moving the loaded car {(must be done ezch tim= the cart is.loaded
per AAR requirements). The basic Kelso design can be applied to this expansion work without
major modifications. Only flow testing is required. AAR field trials are not: required for this
approach. We have the necessary designs to accomplish all of this.-

PRV'fer Pressure Cars — Once customers (BP, OxyChem, ExxonMobile and ‘'others) have seen the
Kelso PRV design, they ask for a version for anhydrous ammonia and propane cars which
operate at pressures between 225 psi and 280 psi. They particularly like t1e external valve
design which makes it easy to inspect after each loading and virtually guarantees the valve is
functional. The internal style PRV can have broken components which cannot be inspected and
render the valve inoperable. This causes the shippers to lose sleep over the potential of a
serious accident. We have a design ready 10 develop and a customer- BF - who has offered to
do the field service trial. :

Manway Cover System - Kelso sighed an agreement to acquire a patented, new technology for
fastening the dome lid on a General Purpose tank car Ma riwav nozzle that eliminates the eye
bolts. The current industry desigh using 6-8 eye boli:s has been around for many years and its
limitations are well known. The industry as a whole has committed to reducing Non-Accidental
Releases (NARs) in a short period of time in response to a Federal Railroac! Administration (FRA}
directive to solve the problem — soon! The single largest cause of MARs on GP cars is the current
Manway cover design. Kelso's new prototype, which has seen considerable interest in a very
short period of time,was demonstrated at The Chlorine Institute AGM (Chlorine Institute Task
Group on Caustic Soda NAR Reductions) to the AAR Tank Car Committee znd to a very large
Tank Car Manufacturer. We have received valuable input from key industry representatives for
refining the design. Our aggressive goal is to have a short field service triz! initiated in 3Q08.This

- product may possibly become an industry standard in the next S years. We are ready for the

fleld service deveiopment phase of the product

Objectives for the next 3-9 months

e Develop more sales revenue from the PRV line.

e Continue to expand the customer base with customer visits and product demonstrations
on site. Look for new car or retrofit opportunities with those customers.

e Continue to market and sell to the repair shop market using distriiution {Piping &
Equipment, Inc.) in the key Texas/Louisiana market.

e Continue to work to secure product approvals with tank car manufacturers including
Union Tank Car, Trinity, ARL/ARI, GATX, CIT and GE.

¢ Continue to attend industry meetings (Traffic Clubs in Chicago and Houston}, AAR tank
car committee meetings in April and October, NEARS (Northeast Association of Rail
Shippers) in April, RSl (Rail Supply Institute) in September and others as identified.

# Launch an updated web site.
Develop the PRV product line extensions for general purpose tank cars, 2 PRV for
pressure cars, and the Manway Cover.

& Secure the necessary financial support for the business.
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KELSdTECHNOLOGIES INC.
NOTICE OF ANNUAL GENERAL MEETING OF SHAREHOLDERS

NOTICE is hereby glven that the Annual Geneml Meetmg of the shareholders of KELSO TECHNOLOGIES INC. (the
"Company”) will be held at 250 Howe Stree[ _Mezzanine Level, Pnce Waterhouse Cooper Place Vancouver British

Columbia, on Tuesday, May 27 2008 ar 2 00 p m. f'or the fol]owmg purposes

RINBAEDATS sV [Pt
1. To receiwe and con51der the Report of lhf D1rectors AESL I DSl Y
R R SN A RIES IFULI R S ol meinl s d .
2. To recetve- and consider the-audited:; ﬁn.mc’lal statements~ of the: Company' for the\ yearended August 31, 2007
together with the auditors' report-thereon: .- -+ .2 - qrznen SE ol
3 To apooint auditors for.the ensuing year and to authorize the directors to fix the remuperation to-be paid to the
audit 7. et B e e me o oame
4. To fix the number of directoxs at_’f'ou-f':‘“'c;'! \_'f .. N C - ' \ . L
3. To elect d.trectors for the ensumg year R I PR CRPIR AR, AL LTS H L R L LU S T
; I LS DL R S Xt D I S AL S
6. To approve the Company 5 2008 Stock Option Plan-and-authorize:the:Company.,. sub]ect to regulatory approval,
to grant and amend stock options pursuant and subject to the terms and conditions of the- 2008 Stock Option
Plan.
7. To consider and if thought fit, pass a Sp'E cral resoulqun altenng the authonze& share capttal of the Company by

increasing the authorized number of comrnon shares w1thout par value and Class “A” Preference Shares without
par value to an unltrmted number pamculars 6f ‘which- are as set oltt m the Informanon Clrcular delivered

AR AL . Tt ¥ "

herew1th
N A R Tad DU 1

ATS

8. To transact such other busmess as'may properly.come- before the rneetmg oo

,,-.-.- LR

For full detalls of each of the foregomg ltems, please see the accompanymg Informatmn Clrcular

Shareholders unable to attend the Annual General Meetlng n person are requested to read the enclosed Information
Circular and Proxy: and thén complete ahd- deposn ‘the"Proxy together ‘withi the' power “6f attomey or other authority, if
any, under which’it was signed of a'notarially ertified copy thereof with thé-Company's trinsfer agent, Pacific Corporate
Trust Company, of 2" Floor, 510 Burrard Street,”Vancouver, B.C:;.V6C: 3B9. at least 48:hours (excluding Saturdays,
Sundays and holidays) before the time of the meeting or adjoyrnment thereof - -Unregistered shareholders who recetved
the Proxy through an intermediary must deliver the Proxy in accordance with the mstructlons gwen by such

intermediary. sor o R e s, ghes o

DATED at Vancouver, British Columbia, tis 1° day of May, ioos K o _ o
" ONBEHALF OF TI-IE BOARD OF DIRECTORS

Z L N [

“JohnLCarsweH” L T

P

JommL Carswell,CEO. & President .
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KELSO TECHNOLOGIES INC.

INFORMATION CIRCULAR

THIS INFORMATION CIRCULAR CONTAINS INFORMATION AS AT APRIL 21, 2008

L PERSONS MAKING THIS SOLICITATION OF PROXIES

This Information Circular is furnished in connection with the solicitation of Proxies by the management of KELSO
TECHNOLOGIES INC. (the "Company”) for use at the Annual General Meeting (the "Meeting'') of the sharcholders
of the Company to be held at the time and place and for the purposes set forth in the accompanying Notice of Meeting,
and at any adjournment thereof. It is expected that the solicitation will be primarily by mail. Proxies may also be solicited
personally by employees of the Company. The cost of solicitation will be borne by the Comipany.

II. COMPLETION AND VOTING OF PROXIES

Voting at the Meeting will be by a show of hands, each shareholder having one vote, unless a poll is requested or required, in
which case each shareholder is entitled to one vote for each share held. A poll is required if the number of shares represented
by proxies that are to be voted against a motion are greater than 5% of the votes that could be cast at the Meeting by
shareholders present in person or by proxy. In order to approve a motion proposed at the Meeting, a majority of greater than
50% of the votes cast will be required (an "ordinary resolution™) unless the motion requires a special resolution in which case a
majority of 75% of the votes cast will be required.

The persons named in the accompanying Proxy as proxyholders are directors or senior officers of the Company. A
SHAREHOLDER OR AN INTERMEDIARY HOLDING SHARES AND ACTING ON BEHALF OF AN
UNREGISTERED SHAREHOLDER HAS THE RIGHT TO APPOINT A PERSON (WHO NEED NOT BE A
SHAREHOLDER) TO ATTEND AND ACT ON HIS BEHALF AT THE MEETING OTHER THAN THE PERSONS
NAMED IN THE PROXY AS PROXYHOLDERS. TO EXERCISE THIS RIGHT, THE SHAREHOLDER OR
INTERMEDIARY MUST STRIKE OUT THE NAMES OF THE PERSONS NAMED IN THE PROXY AS
PROXYHOLDERS AND INSERT THE NAME OF HIS NOMINEE IN THE SPACE PROVIDED OR COMPLETE
ANOTHER PROXY.

A shareholder or intermediary acting on behalf of z shareholder may indicate the manner in which the persons named in the
enclosed Proxy are to vote with respect to any matter by checking the appropriate space. On any poll required by virtue of 5%
or more of the votes that could be cast at the Meeting being represented by proxies that are to be voted against a matter or by a
shareholder or proxyholder requesting a poll, those persons will vote or withhold from voting the shares in respect of which
they are appointed in accordance with the directions, if any, given in the Proxy provided such directions are certain.

If the shareholder or intermediary acting on behalf of a shareholder wishes to confer a discretionary authornity with respect to
any matter, then the space should be left blank. IN SUCH INSTANCE, THE PROXYHOLDER, IF ONE PROPOSED BY
MANAGEMENT, INTENDS TO VOTE THE SHARES REPRESENTED BY THE PROXY IN FAVOUR OF THE
MOTION. The enclosed Proxy, when properly signed, also confers discretionary authority with respect to amendments or
variations to the matters identified in the Notice of Meeting and with respect to other matters which may be properly brought
before the Meeting. At the time of printing this Circular, the management of the Company is not aware that any such
amendments, variations or other matters are to be presented for action at the Meeting. If, however, other matters which are not
now known to the management should properly come before the Meeting, the Proxies hereby solicited will be exercised on
such matters in accordance with the best judgment of the nominees.

The Proxy must be dated and signed by the shareholder or by his attorney authorized in writing or by the intermediary acting on
behalf of a shareholder. In the case of a corporation, the Proxy must be executed under its corporate seal or signed by a duly
authorized officer or attorney for the corporation.

COMPLETED PROXIES TOGETHER WITH THE POWER OF ATTORNEY OR OTHER AUTHORITY, IF ANY,
UNDER WHICH IT WAS SIGNED OR A NOTARIALLY CERTIFIED COPY THEREOF MUST BE DEPOSITED WITH
THE COMPANY'S TRANSFER AGENT, PACIFIC CORPORATE TRUST COMPANY, OF 2™ FLOOR, 510 BURRARD
STREET, VANCOUVER, BRITISH COLUMBIA, V6C 3B9. AT LEAST 48 HOURS (EXCLUDING SATURDAYS,
SUNDAYS AND HOLIDAYS) BEFORE THE TIME OF THE MEETING OR ADJOURNMENT THEREOF.
UNREGISTERED SHAREHOLDERS WHO RIECEIVED THE PROXY THROUGH'W AN INTERMEDIARY MUST
DELIVER THE PROXY IN ACCORDANCE WITH THE INSTRUCTIONS GIVEN BY SUCH INTERMEDIARY.



Advice To Non Reg!stered Shareholders

Only reglstered sha.reholders or duly appomted proxyho]ders are permitted to vote. at the Meeung Most shareholders of the
Company are “non-registered” shareholders because.the shares they own are not registered in_their names but are insicad
registered in the name of the brokerage firm, bank or trust company through which they purchased the shares. A person is not a
registered. shareholder (a “Non-Registered. Holder”}) in .respect of shares which are held either: (a) in the name of an
intermediary (an “Intermediary™) that the Non-Registered Hoider deals with in respect of the shares (Intermediaries include,
among others, banks, trust companies, securities dealers or brokers and trustees or administrators of self-administered RRSPs,
RRIFs, RESPs and similar plans); or (b) in the name of a cleanng agency (such as The Canadlan Deposnory for Securities
Limited), of which the Intermediaryis a participant. .- '~ ! T N P N PR

Non-Registered Holders who have not objected to their Intermediary disclosing c¢ertain ownership information about
themselves to the Company are referred to as “NOBQs”. Those ‘Non-Registered Holders who have objected to their
Intermediary disclosing ownership information about themselves to the Company are referred to as “OBOs”. In accordance
with the requirements of National Instrument 54-101 of. the Canadian Securities Administrators, the Company has elected to
send the Notice of Meeting, this Circular and the Proxy (collectively, the “Meeting Materials™) directly to the NOBOs, and
indirectly through Intermediaries to the OBOs. The Intermediaries (or-their service comganies) are responsible for forwarding
the Meeting Materials to each OBQ, unless the OBO has waived the right to receive them

Intermediaries will frequently use service companies to forward the Meetmg Matenals to the OBOs Generally, an OBO who
has not waived the nght to recewe Meeting Materials will either:

(a) be given a form of proxy which has already been signed by the Intermediary (typical])'( by a facsimile, stamped signature),
which is restricted as to the number of shares beneficially owned by the OBO and must be completed but not signed, by the
OBO and deposited with Pacific Corporaté Trust Company; or

(b) more typically, be given a voting instruction form (“VIF") which is not signed by the Intermediary, and which, when
properly completed and signed by the OBO and returned to the Intermediary-or its service company, will constitute voting
instructions which the Intermediary must follow. :

These security holder materials are being sent to both registered shareholders and Non-F.egistered Holders. If you are a Non-
Registered Holder, and the Company or its agent has sent these materials to you, your narae and address and information about
your holdings of securities have been obtained in accordance with applicable securitizs regulatory requirements from the
Intermediary holding on your behalf. By. choosing to send these:materials 1o -you. clirectly. the Company (and not the
Intermediary holding on your behalf) has-assumed responsibility. for (i) delivering-these. materials to you, and (ii} executing
your proper voting instructions. Please return your voting instructions as specified in the request for voting instruction.

The Meeting Materials sent to NOBOs who have not waived the right to receive meeting materials are accompanied by a VIF,
instead of a form of proxy. By retumming the VIF in accordance with the instructions noted on it, a NOBO is able to instruct the
voting of the common shares owned by it. :

VIFs, whether provided by the Company or by an Intermediary, should be completed and retummed in accordance with the
specific instructions noted on the VIF. The purpose of this procedure is to pemﬁtNon—Registered Holders to direct the voting of
the common shares which' they beneficially own. Should 2 Non-Registered Holder who receives a VIF wish to attend the
Meeting or have someone else attend on his or her behalf, the Non-Registered Holder may request a legal proxy as set forth in
the VIF, which will grant the Non-Registered Holder, or his or her nominee, the right to atiend and vote at the Meeting.

Please return your voting instructions as specified in the VIF. Non-Registered Holders should carefully follow the
instructions set out in the VIF, including those regarding when and where the VIF is to be delivered.




III. REVOCATION OF PROXIES

A shareholder who, or an intermediary acting on behalf of a shareholder which, has gwen a Proxy has the power to revoke it.
Revocation can be effected by an instrument in writing signed by the intermediary or shareholder: or his'attorney authorized in
writing, and, in the case of .a corporation, executed under its corporate:seal.or. signed.by a:duly authorized-officer or attorney for
the corporation and either delivered to the registered.office of the Company. at Suite 2760 — 200 Granville Street, Vancouver,
British Columbia, V6C 154 at any time up to and including the last business day. preceding the day of. the:Meeting, or any

adjournment thereof, or dep051ted Wlth the* Chalrman,of the Meetmg .on the day of the Meetmg, pnor to the hour of
commencement. .. .. I : R o

IV.  INTEREST OF CERTAIN PERSONS IN MATTERS TO BE’ACT‘ED UPON .. .+ e e

No director or executive officer of the Company or any proposed nominee of management of the Company for election as a
director of the Company, nor any associate or affiliate of the foregoing persons has any material interest, direct or indirect, by
way of beneficial ownership of securities or otherwise, since the beginning of the Company’s last financial year in matters to be
acted upon at the Meeting, other than the election. of ditectors or the appointment of auditors.except for.the insiders of the
Company, generally, inasmuch as they may be recipients of future options to purchase. shares of the - Company pursuant the
Company's 2008 Stock Option Plan, approval of which will be sought at the Meetmg .

V. VOTING SHARES AND PRINCIPAL I-]OLDERS THEREOF

The Company has one class of shares entltled 1o l)e voted at the Meenng, namely, Common shares .All issued shares are
entitled to be voted at the Meeting and each has orie non-cumulative vote. . There are 63,622,836 Common shares 1ssued and
outstanding. . :

Only those shareholders of record on April 22, 2008 will be entitled to vote at the Meeting or any adjournment thereof.

To the knowledge of the_directors and senior officers of the Company, no persons beneficially own, directly or indirectly, or
exercise control or direction over shares carrymg more than 10% of the- vonng nghts attached to all outstandmg shares of the
Company which have the right to vote in all circumstances. -

V1. ELECTION OF DIRECTORS

Management proposes to nominate the persons narned in the following table for election as directors of the Company. Each
elected director will hold office until the end of his elected term of office or until his successor is duly elected or appointed,

unless his office is earlier vacated in accordance with the Articles of the Company or he becomes disqualified to act as a
director. .

It is proposed to fix the number of directors at four. This requires the approval of the shareholders of the Companv by an
ordinary resolution, which approval will be soughtzt the Meeting. .

The following information concermng the proposed nominees has been fumished by each of them:

Name & Present Position with " Present Prmcnpal Occupatlon(s)u) . Previously a | Shares Owned(2)
the Company ‘ Director -
.| JOHN L. CARSWELL®) C.E.O., C.F.O. and President of the Company. since June 1995 - -1,149,024
Director ., C.E.O., C.F.O. and
President
BLAIR L. QUALEY(®®) Director, Business Development, The Vancouver | since July 2004 Nil
Director Board Of Trade.
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Name & Present Position with | . Present Principal Occupation(s)1) Previously a | Shares Owned{)
the Company - : s ) I Director
- WILLIAM E.TROY(@) self cmfjloyed-bus.'ih-t.:ssfna‘n:. _ - sin:e Nov. 2005 . 2,280,467
Director - . L , T .
ANDREW R.MALE - ... |self employed businessman and a Director cf | sinse Nov. 2006 125,000
Director, Vice President- - - | Sola Resource Corp. and Cosco ESP Inc. :
48] Includes occupations for preceding five years unless the director was elected at the previous Annual General Meeting

and was shown as a nominee for election as a director in the Information Circular :or that meeting.

(2) The approximate number of shares of the Company carrying the right to vote in il circumstances beneficially owned,
directly or indirectly, or over which control or direction is exercised by each propcsed nominee as of April 21, 2008.

3 Member of Audit Committee.

The Company does not have an Executive Committee. Pursuant to the provisions of the BC Business Corporanons Act, the
Company is required to have an Audit Committee whose members are indicated in the above chart.

All of the above persons are ordinarily resident in Canada, cxcept for Mr Troy who resides in thc USA.
VII. STATEMENT OF EXECUTIVE COMPENSATION

Disclosure is provided herein respecting: (a) each Chief Executive Officer, (b) each Ch:ef Financial Officer, (c) each of the
Company’s three most highly compensated executive officers, other than the Chief E»ecutive Officer and Chief Financial
Officer, who were serving as executive officers at the end of the most recently completed financial year and whose total salary
and bonus exceeds $150,000, and (d) any additional individuals for whom disclosure would ‘have been provided under (c)
except that the individual was not serving as an officer of the Company at the end of the most recently completcd financial
year-end. For the purposes of this disclosure:

"executive officer” means an individual who is::(a) a chair, vice-chair or president; (b) a vice-president in charge of a principal
business unit, division or function incloding sales, finance or production; or (c) performing a policy-making function in respect
of a company; - . \ ‘

"SAR" or “stock appreciation right” means a right, granted by a company or any of its subsidiaries as compensation for
employment services or office to receive cash or an issue or transfer of securities based wholly or in part on changes in the
trading price of publicly traded securities.

"LTIP" or "long term incentive plan" means any a plan providing compensation intended to motivate performance over a period
greater than one financial year. LTIPs do not include option or SAR pians or plans for compensation through shares or units
that are subject to restrictions on resale.

Perquisites and other personal benefits, securities or property, if any, are disclosed in the 3ummary Compensation Table below
under the column entitled “Other Annual Compensation”, unless the aggregate amourt of such compensation is less than
$50,000 and 10 percent of the total of the annual salary and bonus of the executive officer for the financial year. If applicable,
each perquisite or other personal benefit exceeding 25 percent of the total perquisites and other personal benefits reported for an
executive officer are identified by type and amount in a footnote to the other annual compensation column. Perquisites and
other personal benefits are valued on the basis of the aggregate incremental cost to the Cormnpany and its subsidiaries.
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‘ Summary Compensation Table {Canadian Dollars)

Annual Compensation Long-Term Compensation .
‘ Awards Payouts '
Names and Principal | Fiscal | = Salary Bonus | Other Annual| Securities: | Sharesor [~ LTIP' [-All Other
Positions of Applicable Year &) (%) Compensation Under Units Payouts | Compen-
Executive Officers Ending €y} Options/ Subject to (% sation
v . - ot o w0 |° ‘SARs Resale " . | .- (%
. Granted - | Restrictions. |
# &)
John L. Carswell Aug. 31 | $120,000% [ "Nil~ Nil © 700,000 Nl Nil | $5,600®
President, CEO & CFO | 2007 : O :
Aug. 31 Nil Nil | $120,000 (4) Nil Nil Nil | $6,0009
2006 ‘ :
Aug. 31 Nil Nil $7,500(4) 362,625 Nil Nil Nil
2005 - e
Stephen L. Grossman | Aug. 31 Nil - Nil- $11000 | - Nil.. .| . -Nil Nil $11,877
Former Executive 2007 USD ' UsD®
Officer and Former : A . -
CEO & CFO® Aug. 31 Nil Nil $132,000 228,100 Nil Nil $7,800
2006 uUsD [+ ). usp®
Aug. 31 -Nil | Nl $134,800. 843,150 |  Nil . Nil | $49,300
2005 I CLL : A
(1 Vacation pay in respect of unused vacation for six out of 10 years between 1994 and 2004 due to Mr. Grossman's
workload not allowing full vacation time. e
(2) Mr. Grossman ceased to be the Chairman znd a director of the Company on October 31, 2006 as well as the President
and CEO of the Company’s wholly owned *:ubSldlaIy Kelso Technologles (USA) Inc -
€)] Automobile allowance.
4) Century Communications Corp. (100% owncd by John L. Carswell) was pald until December 31, 2005 for prov1dmg
the services of Mr. Carswell. Thereafter, Mr. Carswell was paid personally for hlS semces Century Communications
Corp. was paid $6,000 vacation pay in respect of unused vacation.
(5) Salary amount shown for fiscal 2007 inclucles 340,000 whichris accrued but as of Apnl 30 2008 has gone unpaid.
(6) Automobile allowance and final vacation pay.

The terms and conditions of the current crnployment contract or arrangement with-the above mentioned executive officers is as

follows:

John L. Carswell currently receives or accrues $10,000 per month for provsdmg hlS services as C E 0., CF.O. and
President of the Company.

No LTIF has been instituted by the Company and none are proposed at this time. Accordmgly, there is no LTIP Awards Table
set out in this Information Circular.

The Company does not have a "Compensation Committee”. The directors of the Company do not have any specific policies for
determining compensation of executive officers.

No pension plans or retirement benefit plans have been instituted by the Company and none are proposed at this time.
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Option/SAR Grants During The Most Recently Completed Financial Year

. : : % of Total - - Market Value of
Names of Applicable Securities Options/SARs Exercise or Securities
Executive Officers- - | Under Option/ "} = Granted to ‘Base Price -| Underlying Expiration Date
“ . . .- { SARsgranted | Emiployeesin | ($/Security) |- Options/SARson - . a
(#) Financial Year - ) - the Date of Grant
($fSecur1ty)
John L. Carswell 700,000 76.8% $0.10 ' $0. 095 Jan. 31,2012

Aggregate Option/SAR Exercises During The Most Recently Completed Financizl Year And Financial Year-End
Option/Sars Values

Value of Unexercised in the
Unexercised Options/SARs at Money Options/SARs at

_ Fiscal Year End (#) Fiscal Year End (%)
Names of Applicable Securities Aggregate )
Executive Officers Acquired on Value Exercisable/Unexercisable Exercisable/Unexercisable
" Exercise (#) Realized ($) ' '
John L. Carswell Nil ' Nil "1,700,000 exercisable ' Nil Exercisable

. Option/SAR Repricings During The Most Recently Completed Financial Year

There were no option/SAR repricings during the most recently completéd financial j/éar.

Compensation Of Directors

None of the directors of the Company were compensated by the Company or its subsidiaries during the most recently
completed financial year for their services in their capacity as directors, nor for services :s consultants or experts, except for

Andrew R. Male who received $40,000 of consulting fees for acting as an officer of the Company.

VIII. INDEBTEDNESS OF DIRECTORS, EXECUTIVE OFFICERS AND SENIOR OFFICERS

Since the beginning of the Company’s most recently compieted financial year, no officars, directors, employees or former
officers, directors or employees of the Company or its subsidiaries have been indebted to the Company or its subsidiaries.

IX. INTEREST OF INFORMED PERSONS IN MATERIAL TRANSACTIONS

Except as otherwise disclosed herein, none of the persons who were directors or executive officers of the Company at any time
during the Company’s last financial year, the proposed nominees for election to the board of directors of the Company, any
person or company who beneficially owns, directly or indirectly, or who exercises control or direction over directly or
indirectly (or a combination of both) more than 10% of the issued and outstanding comrkon shares of the Company, nor any
associate or affiliate of those persons, has any material interest, direct or indirect, by way of beneficial ownership of securities
or otherwise, in any transaction or proposed transaction which has materially affected or weuld materially affect the Company.

X. REMUNERATION AND APPOINTMENT OF AUDITORS

The persons named in the enclosed Proxy will vote for the appointment of Smythe Ratcliffe, of Suite 700, Marine Building, 355
Burrard Street, Vancouver, British Columbia V6C 2G8, as auditors for the Company to hold office until the next Annual
General Meeting of the shareholders, at a remuneration to be fixed by the directors. Smythe Ratchiffe was appomted as auditors
on November 23, 2006.

XIl. AUDIT COMMITTEE




-,

‘ The Audit Commitiee's Charter

Mandate o
The primary function of the audit committee (the "Commnittee") is to, assist the Board of Directors in fulfilling its financial
oversight responsibilities by reviewing the financial statements and other financial ‘information provided by the Company to
regulatory authorities and shareholders, the Compariy's. systems of intemal controls: regarding finance and-accounting and the
Company's auditing, accounting_ and, financial reporting processes. -The Company s external auditors must report directly to the
Committee. The Committee's pnmary duties and responsibilities are to: il :

(i) Serve as an mdependent and ob_lectwe party to monitor the Company s financial repomng “and internal controls system

and review the Company's.financial statements;

(ii) Review and appraise the performance of the Company's external auditGrs; and o T
Tow by s h "‘ !
(1it) Provide an open avenue of commumcatlon -among the Company s audltors, ﬁnancml and semor management and the
Board of Dlrectors T B

[ " iy e

Composition

The Committee shall be comprised of three directors as’determined by the Board of Directors, the majority of whom are not
employees, control persons (as defined by the BC Securities Act), or officers of the Company or its associates or affiliates.
Ideally, all members of the Committee shall be free from any relationship that, in the opinion of the Board of Directors, would
interfere with the exercise of his 1ndependent judgment as a member.of the Committee. -At least one member of the Committee
shall have accounting or related financial management expertise:~All members of the Comimittee that-are not financially literate
should work towards becoming financially literate to obtain a working farmhanty with basic finance and accounting practices.
For the purposes of the Charter, the definition of “financially literate™ is the ability to read and understand a set of financial
statements that present a breadth and level of complzxity of accounting issues that are generally comparable to the breadth and
complexity of the issues that can presumably be expected to be raised by the' Cornpany s financial statements. The Committee
must comply with the requirements of Multilateral Instrument 52-110 ("MI 52-110").

The members of the Committee shall be elected by the Board of Directors at its first meeting following the annual shareholders'
meeting. Unless a Chair is elected by the full Board of Directors, the members of the Committee may designate a Chair by a
majority vote of the full Committee membership,

Meetings “1 ‘
The Committee shall meet a least 4 times annua].h or more frequently as c1rcumstances d:ctate in person or by telephone
conference call. DR, sl A R

Responsibilities and Duties

To fulfill its responsibilities and dutles the Comrmttee shall

Documents/Reports Review

(2) Review and, as necessary or appropriate, update the Charter annually.

(b} Review the Company's annual and interim financial statements_, MD&A and any earnings press releases before the ;
Company publicly discloses this information and any reports or other financial information, which are submitted to any

governmental body, or to the public, including any certification, report, opinion, or review rendered by the external
auditors.

External Auditors

(a) Annually review the performance of the external auditors who shall be ultimately accountable to the Board of Directors
and the Committee as representatives of the shareholders of the Company.

(b) Recommend to the Board of Directors the selection and, where applicable, the replacement of the external-auditors
nominated annually for shareholder approval.



(c)- - Rev1ew with managemem and the extemal auchtors the audit’ plan for the year-end financial statements

dy - Revxew and -pre-approve all aud1t and audlt-related services and the fees and othzr compensatton related thereto, and
any non-audit services, provided by.the Company's.external auditors. ' e

Provided the pre-approval of the non-audit services is presented to the Committec's first scheduled meeting :following such
approval, such authonty may be delegated by the Comrmttce to one or more mdependent o embers of the Comrmttee

Financial Repottin Processes o S

(a) In consultation with the external auditors, review with management the iniegrity of the Company’s financial reporting
process both internal and extemal

(t) Consxder the external audltors judgmems about r.he quahty and appropnateness of the- Company's accounting
principles as applied in its financial reporting.

() Consider and approve, if appropriate, changes to the Company's auditing and accounting principles and practices as
suggested by the external auditors and management.

(d) Following completion of the annual audit, review separately with management and the external auditors any significant
difficulties encountered during the course of the audit, including any restrictions on the scope of work or access to
required information.

(e) Review any s1gmﬁcant dlsagreement among management ; and the externa] auditors in connection with the preparation
of the financial statements;
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) Review with the external auditors and-management the extent to which chang:s-and improvements in financial or
accounting practlces have been 1mplemented

() Review any cornplamts or -concerns about any quesnonable accountmi,, internal: accounting controls or auditing
matters. . - . . - - . b me e e n e : . . .
(h) Establish a procedure for the confidential, anonymous submission by employees cf the Company of concerns regarding

. questionable accounting or auditing matters.
Composition of the Audit Committee and Independerice-

The Company is required to have an audit committee comprised of not less than three clirectors, a majority of whom are not
officers, control persons or employees of the Company or an affiliate of the Company. The Company’s current audit committee
consists of Blair L. Qualey, Andrew R. Male, and William E. Troy.

Multilateral Instrument 52-110 Audit Commuttees (“MI 52-110") provides that a member of an audit committee is
“independent” if the member has no direct or indirect material relationship with the Company, which could, in the view of the
Company’s board of directors, reasonably interfere with the exercise of the membei’s independent judgment.

The majority of the members of the audit committee of the Company (being Messrs. Qua ¢y and Troy) are independent, as that
term is defined in MI 52-110. Mr. Male is not considered independent under MI 52-110, as he is a Vice-President of the
Company and as such receives consulting fees from the Company.

Relevant Education and Experience

MI 52-110 provides that an individual is “financially literate” if he or she has the akility to read and understand a set of
financial statements that present a breadth and level of complexity of accounting issnes that are generally comparable to
the breadth and complexity of the issues that can reasonably be expected to be raised by the Company’s financial
statements. :

All of the members of the Company’s audit committee are financially literate as that term is defined.
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' Based on their business and educational experiences, each audit committee member has a reasonable understanding of

the accounting principles used by the Companv; an ability to assess the general application of such principles in
connection of the accounting for estimates, accruals and reserves; experience analyzing and evaluating financial
statements that present a breadth and level of complexity of issues that can reasonably be expected to be raised by the
Company’s financial statements, or experience actively supervising one or more md1v1duals engaged in such activities;
and an understanding of internal controls and procedures for financial reporting. :

Audit Committee Over51ght

At no time since the commencement of the Compan) s most recently completed financial year was a recommendanon of Lhe
Committee to nominate or compensate an external auditor not adopted by the Board of Directors.

Reliance on Certain Exemptions : - S

At no time since the commencement of the Company's most recently completed financial year has the Company relied on the
exemption in Section 2.4 of MI 52-110 (De Minimis Non-audit Serv1ces) or an exemptmn from MI 52-110, in whole or in part,
granted under Part 8 of MI 52-110 (Exemptions). . : :

Pre-Approval Policies and Procedures

The Committee has not adopted specific policies anc. procedures for the engagement of non-audit services.

External Auditor Service Fees (By Category) ‘

The aggregate fees billed by the Company's external auditors in each of the last two fiscal years are as follows:

Financial Year Audit and Related Fees Tax Fees All Other Fees
Ending . ‘
August 31, 2007 $26,500 Nil | $29700
August 31, 2006 s22500 "] Y wa ol s7s500
Exemption

L

The Company is a “venture issuer” as defined in MI 52-110 and is relyiilg on thé exemption in section 6.1 of MI 52-110
relating to Parts 3 (Composition of Audit Committee) and 5 (Reporting Obligations).
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XI. MANAGEMENT CONTRACTS'

Management services for the Company are not, to any material degree, performed by persons other than the senior officers of
the Company.

XII.. PARTICULARS OF OTHER MATTERS TO BE ACTED UPON

2008 Stock Option Plan

In accordance with Policy 4.4 of the TSX Venture Exchange (“TSX-V"), all listed companies are required to adopt a formal
stock option plan. The Company last adopted a stock option pian in 2007, which was approved by the Company’s sharecholders
at the Company’s Annual General Meeting on February 28, 2007. In the unlikely event that the Cecmpany’s shareholder’s
do not approve the 2008 Stock Option Plan, the 2007 Stock Option' Plan and all previously issued options shall
nevertheless continue. However, the Company would not be in a position to grant {'uture options to new employees or
anyone else. In the opinicn of management, this might severely rostnct the gmwth arid profitability of the Company.

The Company hereby seeks shareholder approval for the Company to adopt a fresh stock option plan {the “2008 Plan"} in
accordance with and subject to the rules and policies of the TSX-V. The 2008 Plan is being established in order to provide
incentive to directors, officers, employees, management, and others who provide services to the Company to act in the best
interests of the.Company as well as to provide incentive to such persons to increase their interest in the Company and thereby
aid the Company in attracting, retaining and encouraging the continued involvement of such persons with the Company. It is
proposed that under the 2008 Plan, which will be subject to approval by the TSX-V, the total number of common shares
allotted and reserved for future issuance will be equivalent to 10% of the issued and .outs:anding share capital of the Company
from time to time. All outstanding options, whether granted under the 2007 Plan or otherv/ise, shall be included in the aforesaid
percentage. There are currently 5,375,118 options outstanding, equivalent to approximetely 8.44% of the current issued and
outstanding share capital of the Company. Accordingly, unless some of the existing options are exercised, cancelled or

lapse, only the balance of the aforesaid 10% may be granted unless and unul the issued and outstanding share capital
increases. . -

Regulatory Requirements

The Company's common shares trade on the TSX-V, which requires-that list=d comparlies obtain the approval of their
shareholders for stock option plans where the plan reserves for issuance pursuant to stock options a number of shares equivalent
toa “rolling percentage of the Cornpany's issued and ocutstanding: share capltal

Disinterested shareholder approval must be obtamed where:

(a) a stock option plan, together wnth all of the Company 5 preuously establlshed or proposed stock option grants could
result at any time in: . . )

@) the number of shares reserved for issuance pursuant to stock opnons granted to Insiders exceeding 10% of the
Company’s outstanding share capital; :

(i1) the issuance to Insiders, within a one year period, of a number of shares exceeding 10% of the Company’s
outstandmg share capnal or

(ii1) except in the case of a Tier 1 issuer, the issuance to any one Insider and such Insider's associates, within a one
year period, of a number of shares exceeding 5% of the Company’s outstanding share capital; or

(b) the Company is decreasing the exercise price of stock options previously granted to Insiders.

If disinterested shareholder approval is required, the plan must be approved by a majority of the votes cast by all shareholders at
the shareholders’ meeting excluding votes attaching to shares owned by:

(i) Insiders to whom options may be issued under the stock optien plan; and
(ii) associates of persons referred to in item (i) above.

Holders of non-voting and subordinate voting shares are to be given full veting rights on a resolution which requires
disinterested shareholder approval.

)
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' The term "Insider” is defined in the Securities Act (British Columbia) and generally includes directors, senior officers, the five
highest paid employees and holders of greater than 10% of the voting securities of the Compatiy! - #./. . -«

The Company's Insiders.will participate in the Company § 2008 Plan.- Insiders, as a group, currently hold all optrons allocated
under previous stock option grants. o

The 2008 Plan, togeth~r with previous stock option grants; could result; in:the issuance tg.Insiders; within a éne year period, of
a number of shares exceeding 10% of the Company’s outstanding share capital. Accordmgly, management will ask
disinterested shareholders to approve the 2008 Plan (see "Disinterested Shareholder Approval” below). . ; .

Terms of the 2008 Plan Tpreelow et

A full copy of th. 2008 Plan wrll be ava1lable at the: Meenng for review by shareholders Also shareholders may obtain coples
of the 2008 Plan 1rom the Company pnor to the Meetmg, on request The followmg isa summary of the 2008 Plan -

Tt LS i '
The 2008 Plan will only terminate when termmaled by the Company Any opuons outstandlng when the 2008 Plan is
terminated will remain in effect until they are exercis ed or they explre

The 2008 Plan provrdes that stock opuons can be 1ssued to dlrectors senior ofﬁcers employees full ume dependent
contractors, part-time dependent contractors and consultants of the Company or any.of its affiliates or subsidianes or to
employees of companies providing management or administrative services to the Company The 2008 Plan-also provides for
amendment of stock optlons granted under the 2008 Plan or granted pnor thereto.

The 2008 Plan provides that it is solely wrthm the d]SCl’CthI‘l of the Board to determine who should receive options and in what
amounts. Further, the Board may delegate such authonty as it sees fit to.a committee comprised of 2 or more directors.

Options granted under the 2008 Plan will be for a termot to exceed 5 years from the date of their grant unless the Company
becomes categorized as a Tier 1 issuer (or equivalent), in which case the maximum term will be- 10.years from the date of grant.
The optiens will be non-assignable except that they will be exercisable by the personal representative of the option holder in the
event of the option holder's death.

Pursuant to the policies of TSX-V, all stock options and any shares issued on the exercise of stock optxons will be legended
with a four month hold penod from the date the stock opnons are granted

Pursuant 1o the policies of TSX-V, options granted under the terms of the 2008 Plan will be exercrsable ata pnce which is not
less than the Discounted Market Price (which is the market price less a discount of 25% for a closing price of up to $0.50, a
discount of 20% for a closing price of $0.51 to $2.00, and a discount of 15% for. a closing price above $2.00, subject to a
minimum of $0.10 and to certain exemptions described in the TSX-V policy manual). For as long as the Company is
categorized as a Tier 2 issuer, options granted to-a .person who is engaged in investor relations activities will expire within a
maximum of 30 days after the Optionee ceases to be employed and options granted to all other persons will expire within a
maximum of 90 days from the date the Optionee ceases to hold his or her position or office.

All of the other provisions described in this Information Circular regarding- the TSX:-V's policy in respect of stock options are
incorporated in the 2008 Plan.

The Company will not issue shares pursuant to options granted under the 2008 Plan until the shares have been fully paid for.
The Company will not provide financial assistance to option holders to assist them in exercising their options.
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Dzsmterested ShareholderApprovaI ' Yoo . o S

To meet all of the requirements of TSX-V (see "Regulatory Requlrements above), the Company must obtain the approval of
its disinterested shareholders to establish the 2008 Plan and to grant and amend options gr.lnted thereunder. Such approval will
be sought at the Meeting. -

For the purposes of the vote, none of the Company's Insiders or their associates may vote on the matier.

Alteration Of Share Capltal

On March 29, 2004, the British Columbla legislature enacted the Busmess Corpordtlons Act (the “New Act”) and repealed the
Company Act (the “Former Act”) which previously governed the Company. The New Act removed many of the restrictions
contained in the Former Act, including limits on authorized share capital.

The authorized share capital of the Company consists of 100,000,000 common shares without par value and 100 000,000 Class
“A” Preference shares. The Company is seeking shareholder approval to amend irs Articles and Notice of Articles in order to
remove these arbitrary limits and reflect the unlimited share capital provided by the Mew Act. The Company’s board of
directors proposes these amendments in order to give the Company maximum flexibility to pursue its corporate objectives
without incurring the expense of seeking shareholder authorization to amend its share capital further.

At the Meeting, the shareholders of the Company will be asked to pass the following special resolution to amend the authorized
share capital of the Company:

“BE IT RESOLVED, as a special resolution, that:

(a) the authorized share capital of the Company be altered by increasing the authorized number of common shares without par
value from 100,000,000 to an unlimited number;

(b) the authorized share capital of the Company be altered by increasing the authorized number of Class “A” Preference shares
without par value from 100,000,000 to an unlimited number;

(c) section 2.1 of the Articles of the Company be altered to reflect the alterations author: zed by paragraphs {(a) and (b) of this
resolution;

(d) the Notice of Articles of the Company be altered to reflect the alterations zuthorized by paragraphs (a) and (b) of this
resolution; and

(e) any one director or officer of the Company be and is hereby authorized to 2xecute and deliver all such documents and
instruments anc to do such further acts as may be necessary to give full effect to this special resolution.”

This special resolution must be approved by a majority of three-quarters (3/4) of the votes cast by the shareholders of the
Company who, being entitled to do so, vote in person or by proxy at the Meeting in respect of such special resolution.

The form of the proposed resolution set forth above is subject to such amendments as management may propose at the Meeting
but which do not materially affect the substance of the proposed special resolution.

The Company’s board of directors recommends that shareholders vote in favor of the foregoing special resolution.
Proxies received in favor of management will be voted in favor of such special resolution, unless the shareholder has
specified in the proxy that the shares are to be voted against such resolution.

Other Matters

The management does not know of any other matters to come before the Meeting other than those referred to in the Notice of
Meeting. Should any other matters properly come before the Meeting, the shares represented by the Proxy solicited hereby will
be voted on such matters in accordance with the best judgment of the persons voting the Froxy.

Additiona! Information
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' Additional information relating to the Company is on the SEDAR website at www.sedar.com. Financial information is
provided in the Company’s comparatwe financial statements and MD&A for its most recently completed.financial year.
Shareholders may request copies of the Company’s financial statements and MD&A by contacr.mg the Company at 125A, 1030
Denman Street, Vancouver, British Columbia V6G 2M6. . .

Lo\

L

The Company’s disclééhre',taf its cdfpoiate govéﬁiance practice‘s in Form 58-101F2 is inc:luded as AAp‘p«‘andi;‘( “A”:to this
Information Circular.
Board Approval

The content and sending of this Information Circular has been approved by the Company’s Board of Directors.

i

DATED at Vancouver, British Colﬁmbia, this 1% day of ,fMay, 2008.

ON BEHALF OF THE BOARD OF DIRECTORS

., “John L. Carswell” .

" John L. Carswell, CEO. CEO & President
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Appendix “A”

" Form 58-101 F2
--Corporate Governance Disclosure
R (Venture Issuers) ' -

The followmg 15 4 simmary of thc Cotripany’s corporate’ govemance dlsclosurc requ red by Form 58-101F2 of National
Instrument 58 101 Dlsclosure of Corporate Governance Pract:ces Pl

Board of Dlrectors

The Board, at present, is composed of four directors, one of whom is an executive officer of the Company (John L.
Carswell), one of whom is a Vice President (Andrew R. Male), and two of whom are considered to be “independent” as
that term is defined in applicable securities legislation (Blair L. Qualey and William . Troy). In determining whether a
director is independent, the Board chiefly considers’ whether the director has 2 relatu)nshlp which could be perceived to
interfere with the director’s ability to objectively assess the performance of management.

The Board is responsible for approving long-term strategic plans and ‘annual cperating plans and 'budgets recommended
by management. Board consideration and approval is also required for material contracts and business transactions, and
all debt and equity financing transactions.

The Board delegates to management responsibility for meeting defined corporate objectives, implémenting approved
strategic and operating plans, caitying on the Company’s business in the ordinary course, managing the Company’s cash
flow, evaluating new business opportunities, recruiting staff and complying with upplicable regulatory requirements.
The Board also looks to management to furnish recommendations respecting corporate objectives, long-term strategic
plans and annual operating plans.

Directorships

Certain of the directors of the Company are also directors of other reporting issuers (or equivalent) in a jurisdiction or a
foreign junisdiction as follows:

Name of Director Other reporting issuer (or equivalent in a foreign jurisdiction)
Andrew R. Male Director of TSX.V Secla Resource Corp. and U.S Issuer Cosco
ESP Inc.

Orientation and Continuing Education

The Company has not yet developed an official orientation or training program for new directors. As required, new
directors will have the opportunity to become familiar with the Company by meeting with the other directors and with
officers and employees. Orientation activities will be tailored to the particular needs and experience of each director and
the overall needs of the Board.

Ethical Business Conduct

The Board monitors the ethical conduct of the Company and ensures that it comnplies with applicable legal and regulatory
requirements, such as those of relevant securities commissions and stock exchanges. The Board has found that the
fiduciary duties placed on individual directors by the Company’s governing corporate legislation and the common law, as
well as the restrictions placed by applicable corporate legislation on the individual director’s participation in decisions of
the Board in which the director has an interest, have been sufficient to ensure that the Board operates independently of
management and in the best interests of the Company.

Nomination of Directors
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The Board has not appointed a nominating committee because the Board fulfils these functions.

Compensation
e

The Company does not have a compensation comrmttee as the Board-of Directors is responsible for determining all
forms of compensation, including long-term incentive jin the formof stock options, to be granted to the Chief Executive
Officer of the Company and the directors, and for reviewing the Chief Executive Officer’s recommendations respecting
compensation ‘of the other officers of the Company,-to ensure such arrangements reflect the responsibilities and risks
associated with each position. When determining the compensation of its officers, tlie Board considers: i) recruiting and
retaining executives critical to the success of the Company and the enhancement of shareholder value; ii) providing fair
and competitive compensation; iii) balancing the interests of management and the Company’s shareholders; and iv)
rewarding performance, both on an individual basis and with respect to operations in general.

Committees of the Board of Directors j : ;..;J ‘ : |
The Board has appointed an Audit Comrmttee the members of Wthh are the followmg Andrew R Male (Chalrman)
Blair L. Qualey, and William E. Troy e e s e o ‘

A description of the function of the Audit Committee can be found in.this.Information Circular under Audit Committee.

N
TN

Assessments ' o B
The Board has not, as yet, adopted formal procedures for.assessing the effectiveness of the Board, its Audit Committee or
individual directors. o

i LI . '



Financial Statement Request Form

In accordance with the rules of National Instrument £1-102 "Continuous Disclosure Obligations”, effective March 30, 2004, a
reporting issuer must send annually a request form to the registered holders and to the beneficial owners of its securities, that
the registered holders and beneficial owners may us2 to request a copy of the reporting issuer’s annual financial statements
and Management Discussion & Analysis (“MD&A”), the interim financial statements and MD&A, or both, Please complete the
form below if you wish to receive the statement(s) this year.

You will not automatically receive copies of the financial statement(s) unless this card is completed and returned.
Copies of all previously issued annual and quarterly financial statements and related MD&A are available to the
public on the SEDAR website at www.sedar.com.

In order to benefit the environment by saving paper and reduce delivery expenses, we recommend that you select email as
your preferred method of communication and provide your current email address and your consent to electronic delivery. In
order to provide your consent, please complete the Consent to Electronic Delivery form available at
www.pcte.com/PCTCPortal/Public/ShareHolder.aspx. Holders that return this card in the mail and have requested delivery
of statements via email must at some time prior to the mailing, complete the Consent Form at the above noted URL, or the
statements will be sent by mail.

[, the undersigned, certify that 1 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 Mailing List in respect of its quarterly and/or annual financial
statements and MD&A for the current financial year.

KELS(O TECHNOLOGIES INC.

Please select one or both of the following options: Annual Financial Statements & MD & A
Quarterly Financial Statements & MD & A

Name:
Address:
Sireet Name & Number Apt. or Suite
City Prov or State Country Postal or Zip Code
Email Address: Preferred Method of Communication: Email:____ or Maili_____
*Signature: Date:

PLEASE RETURN YOUR COMPLETED REQUEST FORM BY MAIL TO:

PACIFIC CORPORATE TRUST COMPANY
510 BURRARD ST, 2"° FLOOR
VANCOUVER, BC )

T

V6C 3B9 P~
:I-}u; :? :]U
OR BY FAX TO: 604-689-8144 gS,’ E m
- O

OR COMPLETE THE FORM ONLINE AT: www.pcic. comIPCTCPortaIIPubI|cIShareHo!deraspx B F’T

-n” !
" At Pacific Corporate Trust Company, we respect your privacy and we are committed to protecting your informationiZ Th&personﬁ[ information you are
providing on this form will only be used for its intended purpose descnbed above, and will be handled in accordance w:th our PrivacyPylicy, available on our
website at www.pcte.com, or by writing 1o us at 510 Burrard St., 2™ Fleor, Vancouver, BC, V6C 389. PCTC will use the mforma.tlon thet you are providing on

o 83

this torm in order to process your request and will treat your signature(s) on this form as your consent to the above. 77 =~ oy
- <




- -~ - -

'IMPORTANT VOTING INFORMATION

YOUR VOTE IS INPORTANT! PLEASE VOTE TODAY!

SECURITYHOLDERS* THAT RECEIVE THIS FORM MAY VOTE ON THE INTERNET OR BY TELEPHONE
ANYTIME, 24 HOURS A DAY, 7 DAYS A WEEK. This method is quick and easy and your vote will be
immediately registered and tabulated.

If you are a registered securityholder you will have received a proxy with this form, the notice of meeting and
information circular. If you are a Non-Objecting Beneficial Owner (“NOBO”) and the issuer has chosen to mail directly
to you, you will have received a Voting Instruction Form (“VIF”) instead of a proxy. If you hold securities in this issue
with more than one institution or hold a portion iri a registered position and a portion with a financial institution, you may
receive multiple packages from multtiple institutions with different voting instructions in each. Please be sure to carefully
follow the voting instructions provided in each case to ensure that your vote is counted. For example, control numbers
provided by ADP on their VIF will not work on the internet and telephone systems described below.

With your proxy or the VIF in hand, our time-saving automated services will prompt you to enter your ID and Code
numbers located below your name and address on the proxy or VIF and then guide you through the voting
process. If your ID and code numbers are not on the proxy or VIF, they should be printed on the back of this
flyer*. The system enables you to revote at a later time, if you wish to change your vote prior to the cut-off time indicated
on the proxy or VIF. De not mail the printed proxy or VIF if you have voted by the internet or telephone.

Holders whose securities are registered in a company name are encouraged to deliver their proxy or VIF by the
traditional methods of mail or fax in order that they may concurrently provide evidence of authority to sign.

* If your name, address, ID and code are not printed on the anclosed form of proxy, VIF or on the back of this, fiyer, you are an Objecting
Beneficial Owner that has not consented to having your name disclosed to the issuer for direct mailing of shareholder materials, and this flyer
has been sent to you in error by the intermediary. Such security owners are not able to use the electronic voting options described herein.

INTERNET VOTING 24 Hoursabay |

Website: http://webvote.pctc.com
Find your ID and code on your proxy or VIF and have it ready before you log in.

If you would like fo receive notice of and access fo Issuers' material over theilntemet in the future,
simply fill in your e-mail address at the bottom of the Internet Voting page.

TELEPHONE VOTING 24 tioursabdy

" Toll-Free Number: 1 888 TEL VOTE (1 888 835 8683 )
Find your ID and code on your proxy or VIF and have it ready before you call.

A proxyholder that is not a management proxyholider cannot be appointed by telephone.

RETURN YOUR PROXY BY MAILORFAX |

PACIFIC CORPORATE TRUST COMPANY
510 Burrard Strect 2™ Floor Vancouver BC V6C 3B9

FAX: 604 689 8144
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