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Market Overview
The second quarter of 2003 has been an excellent three months for the North American equity
markets, particularly for US Technology.
While the Canadian stock markets have North American Equity Indices
not performed as well as their American TP RoeReomee
counter parts based on their domestic dollar | A
returns, if one were to add in the increase AV
of the Canadian dollar, the TSX

Composite goes from only a 7% return to
almost 25% over the first six months of the
year. Only the tech laden NASDAQ
Composite comes close in overall
performance.
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As the North American economic recovery
continues to sputter slightly, we expect that inflation and interest rates will remain low, with no
dramatic drops, for the remainder of the year. The risks of deflation are once again being bantered
about, but the likelihood of a deflationary spiral is low due to a reasonable level of projected GDP
growth for both 2003 and 2004 in the United States and in Canada. Our July 2003 Investment
Outlook newsletter discusses these points more fully. However, we feel that the recent run-upsin
the North American equity markets has resulted in valuations which are ahead of the
fundaments. The recent step back at the end of June was about half of the expected adjustment, and
further uneasiness should be expected While the summer looks quiet, the overall trend for the
remainder of the year looks promising, both economically and financially.

Compared to the other principals North American indices, the Golden Capital Small and Micro Cap
Companies generally underperformed their benchmarks. We have noticed a persistent reluctance
by investors to commit funds to companies with smaller capitalizations, particularly those that
might be “concept” stories like pharmaceuticals and other developmental companies; and we can
understand this reluctance. Why would an investor purchase an illiquid, micro cap security when
many large blue chip companies are trading at discounts to historically norma prices? Plus, the
average market capitalization of our Micro Cap coverage list is only $53 million, compared to $760
million for the TSX’s SmallCap Index, which exaggerates the illiquidity of our micro cap portfolio.
When Compared to the TSX Venture Index, the Buy | Index Three Month Return Since March 31 2003|

and Strong Buy recommendations outperformed, but sgprsx composite Index 10.1%

not by as much as we would have thought. Several of s&PTsx smalCap index 11.3%

. . S& P 500 14.9%

category are trading well below their fundamental .

. SDAQ Composite Index 21.0%

value, and one or two are close to their cash value. If ¢ i 2000 index 23.0%

there was ever a question as to whether the small and  wiishire Small Cap Index 21.6%

micro cap markets were inefficient, this quarter’s Golden Capital Research Universe 1.8%

report has several examples of excellent companies Buy and Stg;“g EW gigf

. . . . . ec Buy .1%

stock prices being driven down and companies with Hold 7%

no developments, being bid up. sall 0.2%
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The information contained in this report is drawn from sources believed to be reliable, but the accuracy and completeness of the information i s not guaranteed, nor in
providing it does Golden Capital Securities Ltd. assume any liability. To the best of our knowledge, this information is current as of the date appearing on the report,
and Golden Capital assumes no obligation to update the information or advise on further developments relating to these securities. The information contained in this
report is directed only at, and any securities and financial services being offered are available only to, persons resident and located in a Canadian province where
Golden Capital is licensed. Golden Capital and its respective directors, officers and employees and companies with which they are associated may, from time to time,
hold the securities mentioned in thisreport. Thisreport isnot intended for residentsof the United States.
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Golden Capital Securities Equity Research— Third Quarter 2003 MicroCap Report
Coverage Review

A relatively mixed quarter for Golden Capital’s Small and MicroCap Portfolio. Seven companies had positive
returns, while eight were lower than March 31%. Top performers during the quarter were Cardiome Pharma (COM-
TSX), which was up amost 60% on no news. Speculation around a potential licensing deal at the conclusion of their
RSD1235 Phase lla clinical trial was likely the reason, but nothing has been formally announced by the Company at
this time; we are taking a “wait and see” approach Home Capital Group (HCG.b-TSX) had severa developments
which strengthened its fundamental investment story. HCG's stock was up by 41% in just a three month period, and
while we do expect the trend to continue, and have therefore increased our target price, investors should not expect
the rate of the increase to be as dramatic in such a short period of time,

The laggards on the list include Rainbow Group of Companies, Omni-Lite Industries and Resin Systems Inc. The
Rainbow Group of Companies (RBP-TSXV) was down dramatically on a percentage basis, but only 4¢ on an absolute
basis. When the stock has dropped as much as it has, little movements have big effects. During the quarter Omni-
Lite (OML-TSxVv) was been pushed down to our near term target price and we have now reversed our Sell
recommendation to a Speculative Buy and increased its target price to $1, from 50¢, based on stronger projected
future earnings. Finally, after a significant amount of investor interest shortly after their acquisition announcement,
Resin Systems Inc (RSTSXV) has falen off as targeted dates for certain milestones passed without any news. We
feel that the current price is an appropriate valuation given the significant potential, but also its speculative nature.

Current Coverage Recommended Price Price Price Target % Price Change Recommendation
Price Date Mar 31-03 Jun 30-03 vs. Recommended | vs. Last Quarter

ACD Systems Internationa Inc $210 02Q4 $3.00 $2.80 $5.00 A 33% -T% Strong Buy A
Cardiome Pharma Corp $4.60 98 Q3 $2.40 $3.80 $4.50 -17% 58% Speculative Buy
Computer Modelling Group Ltd $0.54 00Q3 $1.99 $1.95 $250 ¥ 261% 2% Buy

Home Capital Group Inc $1535 03Q1 $14.50 $20.50 $2500 A 34% 41% Buy

Imaging Dynamics Company Ltd $10.00 00Q3 $0.38 $0.40 $0.75 -96% 5% Hold
International Road Dynamics Inc $1.54 02Q2 $0.94 $1.01 $1.00 A -34% 7% Hold A
International Wex Technologies Inc $1.85 010Q1 $2.08 $1.76 $5.00 -5% -15% Speculative Buy

IP Applications Corp $1.60 00Q4 $0.30 $0.29 $0.75 -82% -5% Buy

Mad Catz Interactive Inc $2.17 01Q4 $0.86 $0.88 $200 A -59% 2% Speculative Buy
Northstar Aerospace Inc $2.75 03Q1 $2.80 $2.92 $4.50 6% 4% Buy

Omni-Lite Industries Canadalnc $1.33 00Q3  $0.70 $0.60 $1.00 A -55% -14% SpeculativeBuy A
Procyon Biopharma Inc $1.25 00Q4 $0.45 $0.48 $1.50 -62% 7% Speculative Buy
Rainbow Group of Companies Inc $0.55 01Q1 $0.11 $0.07 $0.50 -87% -36% Speculative Buy

Resin Systems Inc $1.28 00 Q4 $1.00 $0.84 $1.00 ¥ -34% -16% Hold v
SynX Pharmalnc $1.60 02Q2 $0.76 $0.74 3300 ¥ -54% -3% Buy v

*Price targets in bold indicate a change since last quarter. Arrows indicate the direction of the change.

The third quarter of 2003 will likely see an uncertain and non-directiona period on the North American equity
markets. Summer doldrums and continued economic uncertainty, particularly in the United States and to some extent
in Canada, are factors expected to temper stock performance as growth expectations are lowered. Investors have
already bid up the prices of many blue chip and technology issues to levels not seen since the Internet Investment
Bubble: EBay’s PE (EBAY-NASDAQ) is 104 times trailing earnings, Yahoo's (YHOO-NASDAQ) is 136 times. A stock
market stall, and perhaps even a correction, is not out of the question. The latter part of June saw some of this
reversal, and investors should be prepared for further uncertainty as either the markets come down to meet the
economic redlity or stall while waiting for corporate earnings to catch up. Either way, Equity Investors will probably
experience more weakness before a truly sustained rally can be maintained.
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ACD Systems (ASA-TSX)

ACD Sygems, a developer of digital image management software, has experienced a

:rz'cvf/ = J‘ﬂlgg 0 g?g dramatic quarter in terms of corporate developments. Over the last three months ACD
Range Low $0.90 announced in _egarly in April the acquisition of two companies: 'LlanI"S (LIR-TSX)
Shares Outstanding 226 million | Canadian subsidiary and Deneba Systems. The release of their Fisca 2003 financial
Market Cap $634 million | results, which were excellent for the year, were lower than expected in the fourth quarter.
Fiscal Year End March The outlook for the Company is very positive and if the Canadian dollar remains steady,
2003A | $223 million | \ye expect strong earnings growth this year.
Sdles 2004 F $33.7 million
2005F $41.4 million . L . . . . -
2003 A 28 fimes The first acquisition was for the Canadian subsidiary of Linmor. For just over two million
Price/ Sales  2004F 1.9 times dollars Canadian, ACD was able to purchase an image database technology and, more
2005 F 1.5 times importantly, $25 million of tax loss carry-forwards, which will dramatically reduce ACD’s
2003 A $0.20 net tax costs for several quarters to come. This acquisition was structured so that there
EPS 2004F $0.43 would be little to no capital costs, no assumptions of liabilities and no restructuring costs;
2005F | 9064 a beneficial, long term acquisition.
brice 2003 A 143 times
Earnings ﬁgi 2;2 ::2: Deneba Systems was the second acquisition which was undertaken for their Canvas
. software, a profitable, image editor. Competing against products like Adobe's (ADBE-
12 Month Price Target $.00 NASDAQ) Photoshop and Illustrator, Canvas provides multi-product functiondity in a
Recommendation SrongBuy | single software package at a lower price. Terms of the acquisition were US$4.5 in cash

and a further US$1 million in shares, with a further US$2 million potentialy payable if
certain financia hurdles are met. ACD was able to pay the cash portion of the acquisition with a US-dollar denominated loan,
which eliminated the effects of the recent exchange rate fluctuations. The newest version of Canvas (Canvas 9.0) should be
launched at the end of June or in July resulting in the first of five product upgrades and launches in fiscal 2004.

During the next ten months, ACD Systems will launch five new software products which could renew revenue growth in their
products as the sales cycle renews. With Canvas 9.0 launching late in the first quarter, ACD is expecting that Q1-04 revenue
and earnings will not show incredible growth, but that as the new product sales cycles begin in Q2, and forward, we should
begin to see dramatic increases in revenue and, more importantly, earnings. A new version of FotoSlate is scheduled for launch
later in the second quarter, with a new version of the Company’ s flagship product, ACDSee version 6, launched in Q3. A new
product, ACDSee Pro, targeting the professiona and

commercial user of ACDSee will be launched in the fourth o AgSD Systems Pgod%g Baur]%ga— Fiscal 2024 oM 04
fiscal quarter of 2004, which ends March 31%, 2004. ACDSee Lggoa MS®'0 | Q3-0dDec'03 | o4 Jmia
Pro will contain increased network and large image FotoSlate

management functionality. The refreshed sdles cycle for AERoE0 ACDSEE PG
several key products should energize the Company’s stellar Add'| Product

growth rates for several quarters to come.

The grength of the Canadian dollar vis-a-vis the US dollar has hindered the Company’s revenue growth to a degree as
approximately 37% of their sales come from the US. However, an increasingly global and diversified distribution network and
the Company’s high margin Electronic Sales and Distribution systems over the Internet has allowed them to maintain their
profitability even with the rising Loonie. ACD’sfocusis on their earnings and not revenue directly; earnings have not been as
directly affected by changes in the foreign exchange rates.

During their most recent conference call, the Company till feels ACD Systems (ASA-TSX)
comfortable with their 40¢ EPS guidance for the year. Given our | ®
expectations about sales growth and profitability, we have estimated an | ¢ — ClosingPice
even dightly higher EPS figure as a result of the launch of several new | ® I [ Tagol Price |
and upgraded products. Therefore, we are going to increase our | % " o
recommendation on ACD Systems to a Strong Buy fromaBuy and | # :
maintain our $5 twelve month target price. The recent drop inthe | = ! -,“‘W }wﬁrwmﬁv
Company’s stock represents an excellent buying opportunity for long | = ot
term investors. a [meet]

e 202 s
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Cardiome Pharma (COM-TSX)

Cardiome Pharma has had an unexpected run-up in the price of their stock on no

:rziﬁ = J‘ﬂgg 0 fﬁg published news. The drug development company focusing on cardiac disease treatments
Range Low $1.35 has had few announcements over the last three months, but investors have bid the price
Shares Outstanding 31.1 million | ON the stock up to over $4, before falling back alittle at the end of June. Our only guess
Market Cap $1182 million | IS that investors are starting to speculate that a licensing deal for RSD1235 and further
Fiscal Year End November Oxypurinol developments are close at hand. Time will tell.
2002 A $24 million
Sales gggji $22 2::::82 During the last three months, Cardiome has closed a very successful $8 million bought-
002 A 293 fimes deal financing, which at $2.10 appears in hindsight to have been an excellent deal. Then
Price/ Sales 2003 F s37imes | from May 26" onwards, there has been an increased level of interest in the stock, driving
2004 F times | the trading price to a high not seen since February 2002. Investors have begun to
2002 A ($0.60) speculate on the timing of a potential partnership and clinica results announcements
EPS 2003 F ($0.58) which are both expected in the second half of 2003. Hinting to this, the Company aso
2004 F : created a Preferred class of shares which would be used to facilitate a partnership or
. 2002 A - times
Price/ 2003 F : further corporate devel opments.
Earnings - tmes
D e Cardiome’ duct portfolio currently consists of five main products: RSD1235 (in both
. ardiome’'s pro
h L . . )
12 Month Price Targe $4.50 acute and ora applications), Oxypurinol for Congestive Heart Failure (CHF) and for
Recommendation | SpeculativeBuy | Gout and finaly, their preclinical candidate, Kv1.5. RSD1235 targets atria arrhythmia,

for which there is currently few options which are both safe and effective. Cardiome
received allowance to begin Phase I11 trials for the acute application and has completed al developments to this point without a
partner. Phase I1l is expected to begin in the second half of 2003 and will include a total of 420 people at 40 sites over a 12-18
month trial. We could aso see a partnership or licensee lined up in the near future. Recent corporate developments (like the
creation of the preferred shar&) Cardiome's Drug Portfolio

seem to indicate that a dea may 2002 2003 2004 2005 |
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 o3 Q4 Q1 Q2 Q3 Q4

be close a hand. The oral — - e _ —
a\/allablllty Of RSD1235 haS - Acute ase Results IND for Phase 111 Phase I / Partnership NDA
been very promising and the Rsbi2s Human | Sustained Release formulation and Resriis

. - Oral Preclinical Toxicalooy
Company hopes to b@ln Ph& ! Oxypurinol LRGN Kk Commercialization
clinical tridsin ayear'stimeto -cwr o e Applicstonothppecie

Phase 11 or Post-

address the market for those f)éiﬁ?riml Preparation Marketing Tria  JN[BLY Commercialization
with chronic atrial arrhythmia.

Kvl.5 Pre-Clinical

The Company’s other principal product, Oxypurinol, was acquired as part of the purchase of Paralex in 2002. Originally
developed as a treatment for Gout for those intolerant to the incumbent allopurinol treatment, Oxypurinol has shown promise for
the treatment of CHF aswell. A pivota Phase I1/111 trial wasinitiated in March and is expected to conclude in 2004, with three
other proof - of-concept trials expected during 2003. Cardiome aso owns the rights for Oxypurinol as a treatment for Gout and
the Company hopes to file a New Drug Applications (NDA) with the US Food and Drug Administration in the Second half of
2003. They are currently reanalyzing some data from the trials done prior to the acquisition. Findly, Kv1.5is still in preclinical
and is expected to stay there for the foreseeable future.

Over the next twelve months we would expect to see the filing of an NDA for Oxypurinol for Gout and a development
partnership or licensing deal for RSD1235. The Company’'s other

principal projects will be in clinical trias for the remainder of this year Cardiome Pharma (COM-TSX)

and in to 2004. Barring some substantial licensing deal, a further equity | ° [Seta]

offering in the first half of 2004 is aso a distinct possibility. s : :Sojni Priod—
$12 argetPrice ||

Therefore, while we await a deal for RSD1235 and the filing of the NDA | #° h X

for Oxypurinol for Gout, we are going to maintain our $eculative | | ' : ==

Buy recommendation and $4.50 target price on Cardiome Pharma. | s fWA"‘"'u"‘ﬁL'IWl' " =5y

The recent run up in price has been quite dramatic and the stock may W WM m'f_

have gotten a little ahead of its fundamentals in the near teem. The | = w

current price is betting that a significant dea for the licensing of | - - -

RSD1235 is very close. - 20 200 e
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Computer Modelling Group (CPU-TSXVen)

Price Jun-30-03 $1.95

52 Week High $2.24

Range Low $1.19

Shares Outstanding 7.4 million

Market Cap $14.3 million

Fiscal Year End March
2003 A $11.4 million

Sales 2004 F $11.8 million
2005 F $12.2 million
2003 A 1.3times

Price/ Sdes 2004 F 1.2 times
2005 F 1.2 times
2003 A $0.33

EPS 2004 F $0.25
2005 F $0.29

Price/ 2003 A 6.0 times

Earmings 2004 F 7.8 times
2005 F 6.8 times

12 Month Price Target $2.50
Recommendation Buy

Computer Modelling Group’s only announcement this quarter was the results
of their fiscal 2003 year, which ended on March31¥, 2003. The developer of oil
and gas extraction ssimulation software experienced revenues which were dightly
lower than we had expected and net earnings which were dramatically lower than
expected. Union strife in Venezuela and an appreciating Canadian dollar were
credited with the weaker results. However, future earnings are expected to
improve.

With 80% of the Company’s revenues coming from the US, revenue and earnings
tend to be highly sensitive to fluctuations in the Canadian dollar relative to the US
dollar. We have lowered our expected Earnings Per Share from 33¢ per share in
2004 to 25¢ and 29¢ in 2005. For the First Quarter of 2004 we are expecting EPS
of 5¢ per share on $2.66 million in revenue; the first and fourth quarters of the
fiscal year tend to be CMG’ s weakest.

A point of interest is the Company’s estimated $1.13 per share in cash which
makes the current valuation even more surprising. While there are no immediate
plans for the cash, CMG’'s management has indicated that they are actively

looking for accretive acquisitions and other strategic activities. Plus, as the Company continues to generate positive
cash flow from their operations, this cash balance will continue to grow. We are hopeful that the Company does do
something with the cash soon as it is dramatically under-utilized in its current state.

The currert valuation of under $2 for Computer Modelling Group appears to be an overly conservative valuation
based purely on the cash generated by its business, even when discounted by small company, low liquidity and
convoluted capital structure factors. If one was to add back the $1.13 we estimate in cash as of the end of June, the
fundamental valuation of Computer Modelling Group is well above the Company’s current stock price, particularly
for a Company which has seen a Return-On-Equity of 28% in fiscal 2003 and is expected to achieve 20% in 2004.

On May 22" we reduced our target price based on the

Group.

asignificant discount to its fundamental vaue.

. . . . Computer Modelling Group (CPU-TSXV)
combination of lower projected revenue and earnings. However, | ss
once the long dormant, but steadily growing, cash is deployed, we | sw s p———
hope to see significant long term value in Computer Modelling | s ——TagatPrice , =1
Therefore, we are going to maintain our Buy | sw _ 5 '
recommendation on Computer Modelling Group and our $2.50 | ., ey "
target price. Until something is done with the estimated $8.3 | 4, lcoewe| ., W
million in cash on CMG's books, the Company will likely trade at |
$ T T T
2000 2001 2002 2003

www.goldencapital.com
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Home Capital Group (HCG.b-TSX)

Home Capital Group, a provider of residential mortgages and other lending

:rzi ﬁeek J:?;O-% :32232 products to non-traditi onal_ clients, had an excellent quarter for the performance of
Range Low $10.90 its stock, up over 40% in the quarter. Strong Revenue growth, an excellent
Shaf:ﬁ Outstanding %426-7 mi::ion improvement in Earnings and a simplification of the capital structure can explain
Market C 1 milli . T . .
ey o theincrease, and indicate continued strong performance going forward.
2002 A $101.2 million
Sales 2003F $126.7 million | Although the revenue figure for Q1 came in a little under our estimates, $27.5
2288;: $16§-2 :_“””0” million vs. our expectation of $28.6 million, the Company’s EPS wes higher, 36¢
. .4 times H H H H
2212/ 003 F >7times | PE' s_hare vs. an expected 34¢. During our discussions with Management, they
2004 F 21tmes | reaffirmed their internal targeted growth rates of:
2002A $1.25 20% ROE — which has been achieved each year for five years
b | o 20% Asset Growth— achieved 22.7% in 2002.
orice/ 2002A 16.4 times 20% Increase i_n Net Inc — seven conse_cutive years
Earmings 2003F 13.3 times 20% Increase in EPS — seven consecutive annual increases as well.
— 111 tmes | Our forecasts have indicated that the performance targeted by the Company is
12Month PriceTarget |~ $25.00 achievable and we do expect that HCG will be able to meet and in some cases
Recommendation Buy exceed their targets during fiscal 2003.

Resuilts from the Second Quarter 2003, for the period ending June 30, 2003, should be available late in July and we
are expecting that revenue and earnings should continue to grow. Gross revenue of $30.8 million with Earnings-Per-
Share of 37¢ per share, plus a dividend, should be achievable and support a further appreciation of the Company’s
share price. By the end of fiscal 2003, we expect that Home Capital should earn in the neighbourhood of $1.54 per
share in Net Income, a 23% increase from fiscal 2002.

Corporately, at the Company’s AGM the multiple voting class-A shares have been fully converted to single voting,
common Bshares. The simplification of the capital structure has resulted in a dlight ncrease in the number of
outstanding shares, but no change in the Fully Diluted figure. The Board of Directors aso increased the Company’s
quarterly dividend from 3¢ per share to 3.75¢. The first payment of the new, higher dividend will be payable on
September 1%,

The growth in Home Capital Group’s business will come from continued expansion in Western and Eastern Canada.
Increased marketing efforts, particularly in British Columbia and Alberta will drive business growth over the next
several quarters, while Ontario continues to generate the lion's share of HCG’s revenues. During this period of low
interest rates strong mortgage demand is expected to continue for the remainder of the year. A strong domestic
economy and relatively low interest rates have greatly increased
the demand for housing, and thus mortgages, across Canada. | s
Robust demand, excellent profitability, geographic expansion and

Home Capital Group (HCG.b-TSX)

5 ——Closing Price W
a growing dividend make Home Capital Group a very compelling o e e WIT_'IF
investment story. \_:fm c

$15 rrJv\r‘"-W Hf/‘
Therefore, we are going to maintain our Buy recommendation | so

on Home Capital Group and raise our twelve-month target

. . . . $5
price to $25, from $23. While performance will not likely -
continue at the rate it has over the last two months, long term | * o o o002 s
investors should be rewarded.
www.goldencapital.com #168 — 1177 West Hastings St. Vancouver, B.C. V6E 2K3 Robert Peets (604) 688-1898
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I maging Dynamics (IDL-TSXVen)

Imaging Dynamics has further developed their high quality, low cost digital xray

:rz'c\f,eek J,lj?;om :8:38 imaging equipment with the launch of a smaller format 15x15 inch unit and new in-
Range Low $0.23 house proprietary algorithms. Sales of the Company’s existing 17x17 inch system
Shares Qutstanding 231 million 1 regched an all time high in the first quarter of 2003 and we are expecting an even
'\F’i'i;etYig‘fEn . igéierrr?t;grlon better quarter for the period ending June 2003. However, increased marketing and
2002 A $0.8 million | &dministrative costs have made profitability elusive.
Sdes 2003 F $4.8 million
2004 F million | |n mid-May, Imaging Dynamics announced disappointing fiscal year end 2002
Price/ Zzggé’; 1?3 m: results with lower than expected revenue and a dramatically increased loss due to
Sdles 2004 F " imes | delayed installations, higher R&D costs and an inventory write-off. However,
2002A | ($0.29) since the expected revenue was not cancelled, just delayed, the first quarter of fiscal
EPS Zggji ($0.04) 2003 was the Company’s best ever quarter with revenue of $934,000, but a
' 002A imes | continued net loss. We have projected for several quarters now that the Company
E;f]eir"gs 2003 F times | would require sales of 6 to 8 units per quarter to breakeven, and the first quarter
2004 F times | saw only four sales recognized.
12 Month Price Target $0.75
R . Looking forward to the current quarter, we are expecting that five or six sales could
ecommendation Hold

be made in the quarter with revenue in the neighbourhood of just over $1 million.
However, even with another “best ever quarter”, we are still forecasting a loss as sales will be short of the magic 8
unit sales in a quarter. At this point we are hopeful that if the current sales momentum can be maintained, when
Imaging Dynamics goes to the Radiologist Society of North America (RSNA) show in November they will be able to
carry that sales strength as a banner. If the momentum is maintained, we would expect that the Company’s first
breakeven quarter could occur in the third or fourth quarters of 2003. The key will be the control of their interna
costs structure. Manufacturing has been outsourced, salesis largely outsourced, maintenance contracts for distributor
sourced sales is outsourced, but the Company must control its administrative and development costs to prevent
continued |osses as revenues increases.

Even with the potential of breakeven close at hand, the share price of IDL’s stock will likely remain around the 75¢
mark until the end of February 2004. By that time the vast mgjority of the Company’s 8.25 million warrants will
have expired or been exercised. If they are exercised, it will place a further $5.6M in the Company’s coffers. The
cash in-flow from any exercised warrants could fund operations for several quarters even if sales rates do not take off
as the Company expects.

Key milestones over the next 12 months will be:
- The continued adoption of digital x-ray, by medical facilities,
Multiple installations and trouble free operation at these

faciliti €S, Imaging Dynamics (IDL-TSXV)

RSNA Show — with severa recent installs and positive |™”

Opl nions in-hand. —Closing Price]

51000 *J-Ph%" _il ! =—Target Price

Therefore, based on the significant overhang of warrants and the |3
expected continued losses, or at best break-even, over the next |% H—
several quarters, we are going to maintain our Hold | % ", .
recommendation on Imaging Dynamics, with our 75¢ target Corldation ¥ "
price. Once the remaining warrants are either exercised or expire | s . : :
in February 2004, the stock will hopefully more accurately reflect o - o e

the Company’ s position.
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| nternational Road Dynamics (IRD-TSX)

Price Jun-30-03[  $1.01

52 Week High $1.50

Range Low $0.89

Shares Outstanding 13.4 million

Market Cap $13.6 million

Fiscal Year End November
2002 A $29.0 million

Sales 2003 F $29.0 million
2004 F $34.8 million
2002 A 0.5 times

Price/ Sales 2003 F 0.5 times
2004 F 0.4 times
2002 A $0.10

EPS 2003 F $0.05
2004 F $0.11

. 2002 A 10.1 times
Prlcg/ 2003 F 20.2 times
Earmings 2004 F 9.2 times
6 Month Price Target $1.00
Recommendation Hold

International Road Dynamics (IRD), is currently marketing a broad range of Intelligent
Transportation Systems (ITS) like their Weigh-In-Motion, traffic data collection and
driver management systems. While the industry is widely acknowledged to be an area of
key interest at many levels of government in the United States, Canada and abroad, the
dollars available to these projects has been under close scrutiny as other, more pressing,
geopolitical situations have arisen. However, the Company has begun to see a renewed
interest in their products and services.

On June 23¢, IRD announced the results of their second quarter of fiscal 2003. Revenue
was $0.5 million greater than expected, and our expected $345,000 loss turned out to be a
$327,000 profit, or 2¢ per share The dramatic changein the direction of earnings resulted
from the improved gross margins and controlled internal costs. We have modified our
projections dightly and increased our estimated revenue for 2003 to $29 million, from
$28.5 million, and moved from an expected loss over fiscal 2003 to a profitable year with
5¢ per share.

The Company also repurchased a total of 262,000 shares over the first six months of their
fiscal year at an average price of $1.03. While this represented only 18% of the volume
for the period, it indicates to us that there was a somewhat artificial support level for the
stock at the $1 level. While we are expecting the Company’s financial situation to

improve over the next twelve months, our projected earnings indicate that the current $1 stock price is very fairly vaued given
the historical trading ranges.

Several new announcements during the quarter of both new sales and service renewals:

While al of these contracts will not necessarily be
completed over the three month period, the revenue flow
is what is key to the overal profitability of IRD. The
Company’s order book stood at a reported $18.5 million as
of May 30", compared to $17 million in February and
$16.7 million at fiscal year end. The only new, announced
sade since the end of the quarter has been the extension of
the Data and Maintenance contract with the State of New

Y ork, valued at C$500,000.

| Location Amount (C$)
Oregon Green Light Maintenance Contract $490,000
Wyoming 430,000
South Dakota 650,000
Indiana W-1-M Maintenance 500,000 ($2M over 4 years)
GeorgiaW-1-M 350,000
I1linois— Dynamic Lane Change 215,000
Total Announced This Quarter 2,635,000

The Company’s third quarter has historically been one of IRD’ s best due to the seasonality of installation projects. The fourth
quarter is usualy higher still in terms of revenue, but due to industry weakness was dightly lower in 2002. We are expecting
that this year will be a return to more historical averages, and in fact, more pronounced due to the combination of seasonality
and renewed interest in the ITS industry. As mentioned above, we have forecast revenue of $29 million in 2003 and $35 million
in 2004, with earnings of 5¢ and 11¢ per share, respectively. IRD has historically traded at approximately 10 times its trailing
twelve month earnings, but with the support of the buy-back, the stock

price has not dropped to expected levels.

Looking forward we would expect that over the next six months, IRD’s
share price will remain relatively constant as demand in the ITS industry
renews and the Company’s buyback tries to minimize any selling !
pressure. It will likely only be after the announcement of the Company’s '
third and, more importantly , their fourth quarters of fiscal 2003, that we
will likely see the fundamental increase in the price of IRD’s stock.
raise our
International Road Dynamics to a Hold, from a Sdll, and increase our s
six month target priceto $1, from 50¢.

Therefore, we are

going to

International Road Dynamics (IRD-T SX)

$2.50

$2.00 Closing Pric

e Target Price

recommendation on

T
2002
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I nternational Wex Technologies (WXI-TSXVen)
International Wex Technologies (Wex) is developing a non-addictive pain management

;gslfleek J“;fg‘)?’ :;Zg compound for chronic pain. The Company is currently wrapping up Phase Ila clinical
Renge LO?N $1.60 tests in Canada and awaiting initiation of Phase Il trialsin China. Both shpuld occur over
Shares Outsanding >15 milion | the next three months, although they had been expected to occur about six months ago.
Market Cap $37.9 million | The next three to six months will be key to the Company’ s long-term development
Fiscal Year End March

2002 A $0.3 million | Wex is currently in a holding pattern as they await the next phase for their two primary
Sdes ;xi i;-g 2::::2: programs. Tectin, a pain management compound for chronic cancer pain, is undergoing

Phase lla clinicd trids in Canada; trials which may wrap up within the next couple of

Price/ Sales 22382? 1;471:3 ::m: weeks. The Company has said that they have met with the Health Protection Branch in
2004 F 11.5 times Canada and may be able to cut off enrolment and base their trias on the patients processed
2002A | ($0.26) so far. However, there has been no mention from Wex as to when this might occur. At

EPS 2003F | ($0.09) this point we have estimated that results from the trials might be released as soon as
2004F | (3016) September 2003, but this might be a little optimistic due to previous delays. Hopefully,

Price/ 22‘3)8;? ~ i | theinterim results will be strong enough to permit Wex to skip Phase l1b clinical trials and

Earnings 004 E © times | IO proc_:eed directly to a North American Phase 11/l pivota _trial_ . If_ everything goes

12 Month Price Target 5.00 according to plan, that would allow for a New Drug Application in late 2005 and

commercia revenue, if approved, in 2006. This three year timeline is an aggressive goal,
Recommendation | Speculative Buy| particularly if a mgor partner is brought in to assist or take-over development. If the
abbreviated development is not alowed by either HPB or the US FDA, then at least a
further 12 months should be added to the development timetable to allow for a Phase l1b trial.

North  American development oOf International Wex Technologies Product Pipeline

H H 2002 2003 2004 2005

TetrOdIn’ acompound for pan JFMAMJJASONDlJFMAMJJASONDJFMAMJJASONDJFMAMJJASOND
management associated with drug TecTin | Presella Resuls
addiction withdrawal, is aso on e | — —
hOI d t th ! Iet f China Ch'::je;vDA Phase | Results iztlsl P;zgl Commercia

_ gwal Ing the completion or - = l__| —
Tectin's Canadian Phase lla trials  (eseesa) il oo
and the hopeful in-flow of funds Terrooin || Preparation | | |F’?§t's'a| | Reaus |
associated with its completion.  ewope | —
Canadian trials on Tetrodin are al (:cevf;:) |
lined-up and are only awaiting the caa E IND for Phase | Phase | |
funds with which to pay for them. ~Soone — | cincl” [
Peruvian trias for cocaine addiction Peu |

|Fiscal Year 2002 ] 2003 | 2004 [ 2005 [ 2006 |

withdrawa pain are reportedly
working their way passed al the local requirements, but are now ayear behind original developmental expectations.

International Wex is aso pursuing development in China on both products, as initidly it was thought that development and
approva would be very rapid and alow the Company to begin to generate revenues in a short period of time. However, Phase |
trials in China were completed in September 2002 and while results are reportedly available in Chinese, an English trandation
of the results has not yet been made available. Additionaly, Phase Il clinical trials which were to have begun early in 2003
were delayed due to the SARS outbreak in China. The Company is now hopeful that Phase |l trials should begin in the third
quarter and be completed by the end of the calendar year.

Similarly, European development of both Tectin and Tetrodin is waiting for the release of results from the Canadian trias.
Esteve S.A., a Barcelona-based pharmaceutical development company, has licensed the development rights to both Tectin and
Tetrodin in the EU. The completion of the Phase Ilatrids will allow Esteve to file for European Phasell trials with the data,
which would trigger a milestone payment payable to Wex. However, development is on hold until results from the Phase Ila
results are released.

Financidly, there is the potential for a multi-million dollar offering in the near future to shore up their financial situation in
order to:

1) Appear hedlthy to prospective suitors

2) Fundclinicd trias if necessary
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As mentioned above, the release of positive Phase Ila results is the biggest foreseeable development at International Wex over
the next six months.  Without its completion, the Company’s other projects cannot progress, a potentia offering has no sizzle
and milestone payments from Esteve will not be paid.

While timelines have been pushed back significantly, which is a little disheartening, if a favourable agreement is struck with a
magjor pharmaceutical company, with a recognizable name, for North
American, or even global rights, the stock could easily exceed our $5

International Wex Tech (WXI-TSXV)

target price. Therefore, we expect that these questions will get answered \
within the next six months as the results of the Canadian Phase llatrias | ® ;
will hopefully be available before the end of the year. Wearegoingto | « ‘L — ' :‘Ic'lar:etgP::ee_

maintain our Speculative Buy recommendation and $5 target price
on International Wex Technologies. While the stock has dipped

JLWWW'\.AM

dightly over the last quarter, it has aso held up under intense industry- | ® W ™
wide downward pressure and development delays. Oncethe story begins | ‘ Led
to turn, investors who have supported the stock over the last two years Covernge

should be rewarded for their patience.

2000 2001 2002 2003
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|P Applications (IAP-TSXVen)

IP Applications (IPA) provides back office solutions to internet service providers (I1SPs)

;’rsz/fleek J“F:‘_'C’;]O'% g-ig such as e-mail management, virus scanning and internet access & provisioning. With the
Renge L'O?N 50.25 collapse of many 1SPs over the last severa years, |PA has been able to steadily grow their
Shares Outsanding 205 million | business as the remaining companies outsource their non-strategic services. Severa
Market Cap $8.4 million | recent successes will have meaningful increases in the Company’s revenue starting in the
Fiscal Year End March first quarter of their fiscal 2004 year.
2002A $1.8 million
Sdles 2003 F $2.9 million | At the end of June, IP Applications announced that they had entered into an agreement
;883; $5f7 milion | \with Telus (T-TSX) to provide its corporate clients with back office infrastructure services.
./ times e e . .
Price/ Sdles 2003 F 20times | 1heagreement had been initiated in late March but was not made public for three months.
2004 F 1.6 times Limited information about the size and nature of the contract was made available in the
2002 A ($0.05) release. The Company did acknowledge that this was a first step to increasing their
EPS 2003 F ($0.02) relationship with the large telecommuni cations company.
2004 F $0.00
Price/ 20024 - fimes | Another recent deal with an un-named, major US communications firm has seen the U.S.
. 2003 F - times . . . . .
Earnings 2004 F 2850 times Company exit the VISP business and transfer the management of their clients directly to
12 Month Price Taraet $0 75 IPA. This agreement has reportedly resulted in a dramatic increase in the revenues
9 : generated by 1P Applications, but also a compression of the margins, at least temporarily,
Recommendation Buy in order to acquire the clients. Whether it was a good strategic decision to sacrifice

profitability for increased revenues over the next severa quarters, only time will tell.
However, the percentage increase in sales from the fourth quarter ending March 31%, 2003 compared to the first quarter of fiscal
2004 will be dramatic. We are not expecting an increase in net loss at this time; currently estimated to be about breakeven,
compared to a previoudy expected small profit.

Other IPA clients include iVillageAccess, a divison of iVillage (IVIL-NASDAQ), which was to offer low-cost Internet accessto
its members. However, the success of iVillageAccess has been very limited and has not brought many customers, nor fees, to
IPA. Sprint Communications (FON-NYSE) is still rolling out 1PAS services to their ISP customers, with some success, but not to
the level that either Sprint or IPA had expected. Additiona business development programs are reportedly underway as well,
and we are expecting that announcements will be made regarding these developments in the near future.

Financidly, prior to the acquisition of the VISP business, we had expected that the Comparny would breakeven in either the first
M ome e = O second quarter of fiscal 2004. Asaresult of the VISP customer acquisition, revenue growth
200001-Act § 137,381 is dramatic, but the Company’s breakeven has been pushed out to the third quarter of fiscal
2000Q2-Act 141,222 Private 2003, or the period ending December 31%, 2003. Full Year 2003 and First Quarter financial

2000 Q3 - Act 147,452 Company

2000Q4-Act 178,572 results are expected to be released in August and we are expecting Q4 to show reasonable

LGz Ad 219761 é%.%%% revenue growth, but a slightly greater loss, than the thi _rd quarter due to Qigher Saes &

200103-Act 259416 (S0.015) Marketing expenses. The first quarter of 2004, for the period ending June 30", should reflect

o e thefirst quarter of the VISP business and a continued loss. The projected results are the same

2002Q2-Act 318307  ($0.014) for the second quarter. It isnow not until the third quarter of fiscal 2004 (December 2003) do

2002 Q3- Act 501,247 ($0.012) . .

200204-Act 531947  ($0.014) we expect | PA to report an accounting profit.

2003 Q1- Act 660,214 ($0.009)

2003 Q2 - Act 680,557 ($0.005) . . . .

2B03-A0 7414 (80003 Overdl, we like the general direction in 1P Aoolications (I AP-TSXV

;ﬁ‘?“'ﬁ“ 780,000 (30.005) which IP Applications is heading, we just $200 pplications (I AP- )

Ql-Es 1,200,000 ($0.001) . . . ——
2004Q2-Es 1,240,000  (S0.001) wish the speed was allittle greater. Whilethe | *® e _T;g:;cf
ot or tx Tocomo  soo02 temporary movement away from profitability | > W“ 7 "
2001-E4 Losoain  S0004 will likely nat help the stock in the short | b —

200583:55 1:997:032 $O:007 tefm, once the new TeIUS and VISP C|IentS $1.00 J ,\]l I_I .
—A004-By 219673 0006 hegin to generate positive cash flow the | w# = — —
increased number of clients will improve long-term profitability. $060 LI S LN

o | I I T
Therefore, while we await the fourth and first quarter’s financial resultsweare | 7 . .
going to maintain our Buy recommendation and 75¢ target price. Ap-00 Apr-0L Apr-02 Apr-03
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Mad Catz Interactive (MCZ-TSX)

Mad Catz Interactive, a developer of controllers and other peripheral equipment

i -30-03]  $0.88 L . .
P”g,czeWeek Jl,Tigh $1.60 for the Playstation, PS2, Xbox and Nintendo platforms, has had quite a successful
Range  Low $065 quarter, but that success has trandated into only temporary increases in the
Shares Qutstanding 53.2million I Company’s stock price. A more sustained increase may come after Mad Catz
Maka Co $08 mllon | yenorts its first quarter figures in August.
2003 A $91.7 million
Sdles(US$)  2004F | s116.1 million | The first quarter of fiscal 2004 will see the first full quarter with the GameShark
2288:; $142(-)14 :"”'0” brand name as part of the Company. Conversely, the first quarter of fiscal ’04
Price/ Saes 2004 F ostme | Will also be the first quarter with no Playstation2 memory card sdles as the
2005 F 0.2 times contract with Sony’s SCEA was cancelled a year and a half ago. We are hopeful
2003 A $0.02 that the loss will be more than offset by new GameShark sales and that total
EPS (US9) festill I revenue should continue to increase on a year-over-year basis.
Price 2003 A 264 times _ _ _
Earmings 2004 F 7.8 times At this year's Electronic Entertainment Expo (E3), Mad Catz announced several
2005F 46_times new products and interesting corporate developments which could help the
12 Month Price Target $2.00 Company’s revenue figures. First, an announcement that Mad Catz would be
Recommendation | SpeculaiveBuy | d€veloping a microphone and adaptor for Microsoft (MSFT-NASDAQ) to be used

with the Xbox’s Music Mixer. The software, microphone and adapter will retail
for approximately US$40. Assuming that the retail price is marked up 100% from
wholesale, we would estimate that MCZ will receive a maximum of $10 in revenue from the sale of each Music
Mixer package. The package should beready for the holiday selling season.

All figuresin US Dollars (except share price)

Also at E3 this year, a partnership with Brady Games was announced to develop a pocket guide under the GameShark
brand name. GameShark Pocket Guides will offer cheat codes and hints to gamers for all the maor platforms for all
the most popular games. The guides will retail for US$9.99 and while Mad Catz may only realize approximately
US$3.50 from each sale, we would expect that many more times the number of unit sales would occur compared to
their Music Mixer agreement.

In forecasting our revenue and earnings projections for fiscal 2004, our model is built on an expected further price
drop on both PS2 and Xbox platforms in the August to October period in anticipation of the Holiday Season. We
would speculate that a hgher number of platform unit sales, at a lower cost, might encourage not only a greater
number of users buying additional peripherals, but also a greater number of peripheral purchases per user. What will
be interesting over the next twelve months is the kevel of sales which Mad Catz is able to generate as a result the
GameShark brandname acquisition. At the time of the acquisition, the Company indicated that the prior owner
generated US$30 million in revenue from the GameShark name in 2002. We have conservatively estimated that the
revenue from this division will be US$18 million but could exceed this figure due to Mad Catz broad distribution
and brand extension efforts, like their agreement with Brady Games.

During the Company’s last conference call, they stated that they plan to focus on improving profitability. Key areas

of focus will be working capital requirements, manufacturing and ,
shipping costs, sales efficiency and a review of product | « Mad Catz |nteractive (MCZTSX)
profitability and sales volume across their entire product range. | _
Mad Catz is generating significant sales revenue, the challenge — GlosingPicd —_
now is to control multiple factors in order to maximize both | * V\ T e
revenue and earnings. ® Vl\ A '

® k Ty
On May 7', 2003, we increased our twelve month target price | Wl ..J al,
on Mad Catz Interactive to $2, from $1.50. We are going to W) h
maintain that target price and our Speculative Buy |° a 2001 e o

recommendation.
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Northstar Aerospace (NAS-TSX)

Price Jun-30-03| $2.92

52 Week High $3.25

Range Low $1.35

Shares Outstanding 28.8 million

Market Cap $84.2 million

Fiscal Year End December
2002 A $179.6 million

Sales 2003 F $188.2 million
2004 F $202.0 million

. 2002 A 0.5 times

2;2:/ 2003 F 0.4 times
2004 F 0.4 times
2002A $0.02

EPS 2003 F $0.17
2004 F $0.64

Price/ 2002 A 146.0 t?m%

Earmings 2003 F 17.2 times
2004 F 4.6 times

12 Month Price Target $4.50
Recommendation Buy

should be available in August.

Northstar Aerospace’s stock may finally be poised for significant growth in value
as both internal and external conditions at the Maintenance, Repair and Overhaul
(MRO) supplier improve. Orders for commercial aircraft have increased recently
for both Boeing (BA-NYSE), which is a client of Northstar, and for Airbus, which is
not, indicating that the industry is beginning to pick-up. Several large carriers have
emerged from bankruptcy protection, and many others are undergoing the
restructuring process, making for a potentially healthier industry going forward.
And finally, the SARS scare seems to be abating, which will hopefully alow for
increased travel and thus wear and tear on planes, which would benefit Northstar’s
MRO business.

Internally, now that the Pump operations have been discontinued, settled and
written off, the second quarter of 2003 is expected to be the a completely clean
guarter. We are currently expecting 14¢ per share in reported earnings, on $47
million in revenue for the three month period ending June 30™", 2003. A dramatic
reversal from the 24¢ per share loss in the first quarter as a result of the final $9.5
million write-off of the Pump operations. Excluding the discontinued items,
Northstar earned 9¢ per share in the first quarter. Results from the second quarter

Apart from the earnings release, Northstar made few other announcements during the quarter. The only corporate
release was an attempted shareholder action at Vector Aerospace RNO-TSX). Prior to Vector's Annual General
Meeting, Northstar’s management had been approached by a group of dissenting shareholders of Vector who liked
what Northstar’s management had done for the Company and wanted change at Vector. Northstar, as a shareholder
in Vector, put forward an alternative sate of directors for election to the board. The action failed to generate enough

votes from other shareholders and the dlate backed by Vector’'s
management was elected. Northstar reportedly continues to hold a
position in Vector as an investment.

Otherwise, the second calendar quarter of 2003 was a period of
heads down work for Northstar. We will be looking forward to the
results from the Company’s second quarter. Improvements inside |
the Company and within the aircraft industry make Northstar an
interesting value investment over the next 12 months. Therefore,
we will maintain our Buy recommendation on Northstar |*
Aerospace and our $4.50 target price.

Northstar Aerospace (NAS-TSX)
®

Initiated

%
——Closing Price Coverage
® | ==—=Target Price Wl

'l

2000
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Omni-Litelndustries (OML-TSXVen)
Omni-Lite Industries, appears to have turned the corner from the economic

Price Jun-30-03| $0.6C

52 Week High $2.00 downswing which has dogged them for several quarters. The manufacturer of high
Range _Low $0.50 strength, fine tolerance components has announced preliminary revenue figures for
Shares Qutstanding 9.2 million 1 the firgt six months of 2003 and they are ahead of our estimates.

Market Cap $5.5 million

Fisca Year End December

2002 A $2.3 million | Omni-Lite Industries has four main divisions, three of which are reportedly
Sales(US$)  2003F $2.8 million [ growing strongly. Aerospace components are the Company’s top performing

2004F | $3.6 million | gector jn terms of year over year growth While this is a relatively new segment,
2002 A 1.7 times . .
Price/ Sdes  2003F 1atmes | Several contracts with Alcoa, Monogram Aerospace and other suppliers and
2004F 11times | manufacturers will grow this portion of the business from 21% in 2002 to an
2002A | ($0.04) estimated 27% in 2003.
EPS (US$) 2003F $0.05
2004 F $0.08 . . .
_ 2002 A ~ ames | Military shipments had been an area of concern in late 2002 and early 2003.
E;‘ﬁrﬁgs 2003F 83 times | Large, profitable orders were delayed and the components were inventoried in
2004F 52 times | anticipation of future requests. However, on June 19", Omni- Lite announced two
3 Month Price Target $1.00 renewed orders for their military components and a more consistent order flow is

Recommendation | Speculative Buy| NOW expected. In 2002 the Military segment represented 20% of the Company’s
revenue, while in 2003 it is expected to represent only 16%, due to the sow order
period over the first six months of the year.

All figuresin US Dollars (except share price)

The Automotive Segment has seen a very promising growth profile with the Company’s allowance as a Tier 1
supplier to BorgWarner (BWA-NYSE). Omni- Lite has received several new contracts to replace existing products and
this segment has grown from only 11% in 2002 to a projected 15% of revenue in 2003. We see this segment
generating significant sales volume once the economic conditions in North Americaimprove and auto sales pick up.

The fourth segment, and the one upon which Omni-Lite originally built its name, is the Sports & Recreation
market. Omni-Lite produces composite track spikes for severa shoe manufacturers and has become the industry
standard for light weight, durable spikes. While this is a profitable, predictable segment, the industry is mature and
significant growth is unlikely. There does tend to be some cyclicality which coincides with the Summer Olympics,
but the segment’ s importance is declining as the Company continues to diversify its product lines. Sports & Rec is
still expected to generate 35 — 37% of the Company’ s revenue in 2003, compared to 45% in 2002.

Over the past two years, Omni-Lite has made some relatively large investments in order to build up their capabilities
in anticipation of future sales. The purchase of a new building, five additiona cold-forging machines (bringing their
total to 16) and an in-house metallurgic testing lab have given the Company the ability to produce several million
dollars of components a year. Now, Omni-Lite must generate the sales to effectively utilize their investment in their
capital assets.

We are currently targeting revenue from sales of US$620,000 for the second quarter of 2003 with EPS of 1¢ per share
and US$2.8M and US5¢ (C7¢) for al of fiscd 2003. While a
forward PE ratio of 14 times, based on our targeted price is not |s=
cheap, now that al the large, fixed assets have been purchased, |[sw . [ Giosngicq |

profitability margins should increase as volume does. 250 [ew]* =1, | =—TagetPrice | |

5200 14 A h x
Therefore, we are going to maintain our Speculative Buy | M N"'
|

Omni-Lite Industries (OML-TSXV)

recommendation and $1 target price on Omni-Lite Industries.
We raised our target and recommendation on June 2", 2003, based |** =R
$050 1 i

on the Company’s projected increasing sales and improved |~
profitability. s -

www.goldencapital.com #168 — 1177 West Hastings St. Vancouver, B.C. V6E 2K3 Robert Peets (604) 688-1898



Golden Capital Securities Equity Research — Third Quarter 2003 MicroCap Report
Procyon Biopharma (PBP-TSX)

Procyon Biopharma, a drug development company focusing on the treatment for

T Cancer, HIV and scar management, has further diversified their developmental
Range Low $0.26 pipelineto include a potential HIV treatment in order to offer further value to their
Shares Outstanding 66.6 million | jnvestors. A concurrent $3.25 million offering bolstered the Company’s cash
e e $20 millen | position, but the two transactions have increased the number of shares outstanding

200LA %01 milion | tooOver 66.6 million
Sales 2002 A $0.1 million
2003 F $03 million | The acquisition of Pharmacor, which closed in April, brought two preclinical

o 20LA - UmeS | grodycts targeting the treatment of HIV to Procyon The more advanced of the
ice/ Sales 2002 A 399.8 times ) L. R

2003 F o1times | two technologies, PL-100 (a Protease Inhibitor), is currently expected to enter

2001A | ($0.21) clinica trials within the next 12 to 15 months, with fast-track development

EPS 2002A | (30.14) allowance possible. PL-2500 (an Integrase Inhibitor) is even earlier in its

. 208F (040 — 1 development cycle and will likely be in preclinical trials for at least another 24-36

E;%e”/] 2002 A . tmes | mMonths. While the acquisition of Pharmacor’s technologies do appear to be a

® 2003 F - times | departure away from Procyon’s focus, the acquisition of these technologies, and

12 Month Price Target $1.50 their development teams, for only $3.25 million appears initially to have been a

good move.

Recommendation Speculative Buy

PCK 3145, a synthetic version of PSP*, is expected to complete its Phase I1a clinical trias in the UK later this year,
with results of the prostate cancer treatment released shortly afterwards. October is the targeted completion date,
after which the scope of the North American Phase I1b trials will be set. During this time, Procyon is hopeful that a
development partner will be found in order to pay for the development of the drug, provide some cash inflows to
Procyon and allow the Procyon BioPharma's Product Pipeline

Company to focus on 2002 2003 | 2901 2005 2006
Ol|02 03|04 Ol|02 03|04 01|02 03|O4 Ol|02 03|04 Ol|02|03|04

advancing their other 1 ST et
grOJelects Procylon is aso I V) W=y |
eveloping an Immunassay PCK 3145

; | 510K (US) Commercial |
test as a point-of-care test for S ety S am

_ =P | =T

prostate cancer and the Fibrosta ! | Phase 1
technology is  currently " coopa, | eV I Commercia |
undergoing proof of concept PL-100 | PreClinica [ino] Proce] 1 |
and Valldatlon tests as It E%;eg& | Various Pre-Clinical Trials | Phase | |
moves towards an application Al nierase

for approval and eventual commercialization

Fibrostat, atopical scar management cream, has finally received clearance to begin the long awaited Phase I1b trials,
which are expected to begin in July. Although the trials have been delayed and redirected dightly during their
development, the Phase I1b trials are designed to test a specific concentration of the compound and hopefully remove
the placebo effect which plagued the Phase l1atrials last year. Thankfully, Biovail (BVF - TSX, NYSE) has licensed the
North American rights to Fibrostat and is funding the trials. At this time, we expect that results from the I1b trias
will be available in July 2004.

IMI International Medical Innovations (IMI-TSX) is currently undertaking trials for a test for colorectal cancer which
has combined IMI’s own test with Procyon’s Colopath to create the ColorectAlert point of care test. IMI reports that
they are currently in discussions with potential marketing partners, but that nothing has been definitively agreed upon
a this time. Once the test has been licensed and approved for sale, Procyon will receive a royalty stream from the
sale of the test.

www.goldencapital.com #168 — 1177 West Hastings St. Vancouver, B.C. V6E 2K3 Robert Peets (604) 688-1898



Golden Capital Securities Equity Research— Third Quarter 2003 MicroCap Report
Finaly, Procyon’s Anti-nucleosome Antibodies (ANSA) continue in preclinical development and will likely remain
so for the foreseeable future. ANSA is a platform technology for the treatment of multiple types of cancer, but will
initially target two indications. small cell lung cancer and rena carcinoma.

Over the next six months we see there being three key developmental milestones for Procyon:
1. Theinitiation of Phasellb clinical trias for Fibrostat — July 2003
2. The conclusion of Phase llaclinical trials on PCK3145 in the UK — October 2003
3. Potential licensing agreement for PCK 3145 with a major pharmaceutical company.

While the achievement of a licensing agreement would be highly beneficial to the Company, there is also the
potential that an agreement will not be signed until after the Phase I1b trials are complete. While this would increase
the cash requirement of Procyon to fund the development, a

successful 11b trial could dramatically increase the value of any Procyon Biophar ma (PBP-TSX)
subsequent licensing agreement. The costs versus the benefits | ©... 5==
must be weighed. 5050 Lenl —ome]
300 1t . - : =

Therefore, we are going to maintain our Speculative Buy | == 1 g e

. . i [Sen]t '
recommendation on Procyon Biopharma and our twelve- | %% T —— =
month target price of $1.50. Our target price assumes that | .. | W . ™
milestones #1 and #2 will be achieved, but the achievement of | s AV A "V
milestone #3 over that period would likely result in an increased | s ; ; .
target price. 0 o e o
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Rainbow Group of Companies (RBP-TSXVen)
*Disclosure: Golden Capital Securities, its principals and/or employees own sharesin the Rainbow Group of Companies

Price Jun-30-03]  $0.07 A quiet quarter for the Rainbow Group of Companies. The Company is
;im W:ek FL"gh :g-gg commercializing an infrared imaging technology developed by NASA, the Jet
Shaisomstandmgw 212 miion | Propulsion Laboratory and CalTech but due to delays in product development
Market Cap $2.2 milion | and sales contracts, the Company is keeping a low public profile in order to

Fiscal Year End December conserve cash.

2002A $2.0 million
e 2| B Ml | Rainbow Group has two operating divisions, QWIP Technologies and
2002A 11times | InTransTech. QWIP Technologies, the manufacturer of the QWIP FPA has
Price/ Sdes 2003 F 06 times | recognized some sales in the first six months of 2003, but they have been very
o ) ime _ Jimited in number. The Company’'s developmental contract with the US
EPS 2003F | ($003) Department of Defense’'s DARPA agency continues and approximately $700,000
2004 F has been billed for the second quarter. Payments from the two DARPA
Price/ 2002A - times | development contracts are projected to continue until February or March of 2004,
Eanings oot " ume | three months longer than originally expected due to specification changes initiated
12 Month Price Target $0.50 by DARPA. The Company has not yet heard what will transpire at the end of the
: contracted period, but they are hopeful that more information will come to light
Recommendation Speculative Buy | pefore that time.

As part of ajoint venture with the Insurance Corporation of BC, InTransTech (ITT) isinvolved in the development
of traffic safety products using severa diversified technologies. Field testing on the Company’s Wildlife Protection
Systems (WPS) has resumed and is expected to continue until the Fall. The current round of testing will focus on
optimization of the algorithms to differentiate animal from inanimate object on roadways and to specify parts to
reduce the cost of the units. The Company reports that other projects using the technology are also underway. The
other announced project a ITT isa Roadway Friction Sensor, which is being tested in Kamloops, B.C., Walla Walla,
WA, and Norway. Some recent upgrades to the system were funded by ICBC and should be ready, installed and
testing within the next 45 days. ITT is reportedly exploring several potential commercial opportunities for the
Friction Sensor, which will likely be the Company’ s first commercia product.

Our outlook for the next six months shows that the Company should have sufficient funds to last until the end of the
year, based on existing contracts and DARPA milestone payments. However, for the Company to last much beyond
the first quarter of 2004 will require at least some level of meaningful sales, licensing agreements or anything which
would generate some positive cash flow. The next twelve months

will make or break the Rainbow Group of Companies. e Rainbow Group of Companies (RBP-TSXV)

] _ o $160 1 — P8
Therefore, while there are a substantial number of opportunities | s | :?Z:;g;f: I T
presented to the Company, and its subsidiaries, thereisalso agreat | == I S :
deal of risk as they currently have no sales contracts, other thana | *® W[, \osas
few one-off FPA chip sales. We are going to maintain our zz N e e
Speculative Buy recommendation on the Rainbow Group of w0
Companies and our 50¢ target price. RBP is likely the most o I|C'ZL":‘:§Q| | o ok o
Speculative investment on our current coverage list. o o — .

www.goldencapital.com #168 — 1177 West Hastings St. Vancouver, B.C. V6E 2K3 Robert Peets (604) 688-1898



Golden Capital Securities

Equity Research — Third Quarter 2003 MicroCap Report

Resin Systemsinc (RS-TSXVen)

*Disclosure: Golden Capital Securities, its principals and/or employees own sharesin Resin Systems|inc.

Price Jun-30-03|  $0.84 Resin Systems Inc (RSl), a developer of a physically superior, environmentally
;in W:ek 'Eigh 3-2‘13 friendly resins composite, has finally started to generate some sales revenue from
Shaf; Outstandmc‘”” 473 million th_e|r principal products. Sales of the|r_N\_/S Hoc_k_ey Sticks began in March andin
Market Cap %307 million | Mid-June the Company announced their first Utility Pole order. While orders for
Fiscal Year Enc August both projects are limited in terms of revenue, they are movements in the right
2002 A $03 million | direction. The key for RSl in their fiscal 2004 year will be to grow their business
Sdes 2008F | %08 million | ¢y these ljttle successes
2004F million
2002 A 132.4 times
Price/ Sales  2003F 51.6 times The investing public has been greatly interested in RSI’s Composite Utility Pole
o imes 1 pusiness. An agreement on June 17", 2003 with NorthwesTel, a subsidiary of
($0.06) . . .
EPS 2003F | ($0.08) Bell Canada, was the Company’s first pole order after production and testing were
2004F delayed dueto reported machining problems which were outside of RSI’s control.
Price/ 2002 A times The 450 thirty foot pole order will hopefully ship before the end of June and be
Eanings oot i | recognized as revenue in RSI's fourth quarter, which will end August 31%. No
12 Month Price Targe $1.00 orders have yet been received from Harwell Hesco, the exclusive distributor for
: the Ontario market and shareholder in RSI, but may be forthcoming once
Recommendation Hold production of the 45 foot pole lengths has begun and the poles tested. Finaly, a

previously announced “introduction” of UK -based Euro-Projects has seen no further clarification of the relationship
between the two companies, athough paperwork is reportedly being passed back and forth. Further news will likely
be made publicly available in the near future.

RSI’s NV S subsidiary received their first order of 5,000 composite hockey sticks in February and the sale of some of
those sticks has occurred, but the Company has not released how many have been purchased. A further 5,000 sticks
are on order, with another 5,000 stick order possible in the near future as NVS ramps up for hockey season. As
mentioned in previous reports on RSI, we do have some concerns about the Company’s plan to market the NVS
sticks without the backing of a recognized brandname, but the Company feels confident that their approach will
generate significant sales. As part of this marketing program, NV S has signed up the Williams Lake Timberwolves, a
BC Junior A hockey team, as the club’s exclusive composite stick supplier.

As an update on previous announced projects:
February 2001 — Agreement with Creative Pultrusion, which would have seen up to 2 million pounds of composite resin
annualy, seemsto have fallen to the wayside, but the Company is reportedly still working with Creative on other projects.
January 2002 — Agreement with an unnamed construction company to supply up to $500,000 worth of composite resin
annually was never enacted due to the construction company’ s bankruptcy.
February 2002 — Agreement with Omniglass for an exclusive supply agreement for the window frame market, with
minimum order commitments has not seen those minimums met, so the exclusive aspect of the agreement has expired.
Resin Systems Inc. has had a series of unlucky supply announcements with companies that have failed to live up to
their requirements. Hopefully the Company’s current agreements will bear more fruit.

At the end of the quarter, Resin Systems finally received the first of three long awaited comparison reports from the
Alberta Research Council. The testing began in June 2002 and the results from all three rounds of testing were
expected before the end of the year. Problems with pultrusion techniques, resin supply from their competitors and
severa other issues have resulted in the results of the only polyester composite being released thus far. We are till
awaiting the results of the vinyl and epoxy composite testing, which could take several additional months. While
these delays have no immediate bearing on the business of the Company, the testing results will be used for
marketing efforts to show the physical superiority of the Company’s Version resin. We are hopeful that al three
reports will be available before the end of calendar 2003.
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Financialy, the Company’s third fiscal quarter for the period ending May 31% is expected to be released in July. The
power pole order from NorthwesTel will not be recognized until the fourth quarter, and we are expecting that the
Company will see a continued loss of $822,000 or 1.9¢ per share in Q3, based on around $75,000 in composite resin
sales and a further $100,000 from NVS Hockey Stick sales. The fourth quarter and whole fiscal year of 2003 are
expected to see continued losses as well of 1.7¢ and 8¢ per share, respectively. We have not forecast revenue nor
earnings estimates for fiscal 2004 at this time as there are too many unknowns.

It is unlikely that Resin Systems will be required to undertake any near term equity offerings if they are able to
generate some meaningful sales and maintain the stock’s price above the 75¢ mark. Several recent offerings have
resulted in there being approximately 8.25 million warrants outstanding, with exercise prices of 60¢ and 75¢. On
June 30", 3.75 million warrants expired with an exercise price of 60¢. It is likely that the vast mgjority of these
warrants were exercised before expiry, bringing in a further $2.25 million into RSI. The second tranche of 4.5
million warrants expire in January 2004 and are exercisable at 75¢. If RSl is able to execute on their business plan,
most of these warrants will likely be exercised as well, increasing both the cash on hand and the number of shares
outstanding.

Resin Systems Inc.’s current share price has a very large built-in premium. Investors have bid up the price of the
stock expecting big sales; big sales that have yet to materidize. With a projected 47.3 million shares outstanding at
the end of June, the market capitalization of RS is $40 million, or

52 times its projected 2003 sales. While we do agree that thereis a e Resin Systems Inc (RS-TSXV)

significant level of potential in Resin Systems, there is an ' =ty

equivalent level of optimism built in to the stock’s price as well. = e
$2.50 e Target Price [

We feel that a per share value in the range of 80¢ to $1 isan | ** @

appropriate speculative valuation level considering the prospects | ==
presented to the Company. Therefore, we are going to maintain | s«
our Hold recommendation on Resin Systems and a $1 target | s |
price. Once further sales agreements are announced a re- | s
evauation of our targets would be appropriate.
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SyneX Pharma (SYY-TSX)

*Disclosure: Golden Capital Securities, its principals and/or employees own sharesin SyneX Pharma.

Price Jun-30-03| $0.74 SyneX Pharma is currently developing a line of Point-of-Care tests for a number
52 Week High $2.90 of health conditions by identifying the occurrence and then quantity of a specific

Range Low $0.50 .. . . ‘e . , .
Shares Outstanding 103 miion| Proteininadrop of blood. These proteins were identified using SyneX’s Proteomic
Market Cap $7.6 million | Development Platform (PDP). Tests currently approved for sae or under
Fiscal Year End December development include tests for Heart Attack (approved in Canada), Traumatic Brain
e Zggé’; $fg-‘3‘ 2::::8: Injury (approved in Canada), Congestive Heart Failure (approved in Canada,
2004 F " milion | PENdINg in EU), Alzheimer's Disease (licensed to Ortho-Clinical Diagnostics),
brice 2002A 12times | Stroke (licensed to Genzyme) and Insulin Resistance (a precursor to diabetes). In
Sdles 2003 F o6times | addition, the Company has agreements with Princeton BioMeditech to sell PBM’s
o 5 imes 1 pOC tests in Canada and with VWR to market SyneX’s cardiac products in Canada.

EPS 2003 F $0.28

2004 F The first quarter of 2003 saw a revenue figure which was in-line with expectations
Price/ 2002A times | g5 a milestone payment from Ortho-Clinical Diagnostics was received. We had
Eanings oo r 20 1" | expected slightly better PBM Point-of-Care test sales in the first quarter, and so too
12 Morth Price Target $3.00 had SyneX, but the Con_1pany has indicated that they expect more meanir]gfpl
: revenue to be generated in the second half of the year. The SARS epidemic in
Recommendation Buy Toronto has restricted salespeople’s access to the hospitals. However, the

Company’s continued losses have necessitated a reduction its labour force and to look for ways to reduce costs,
increase revenue and potentially undertake an equity offering.

At this point, for the three month period ending June 30", we are expecting an increased loss over the first quarter,
entirely as a result of lower milestone payments. Administrative and Research & Development costs will be lower
given the cut backs that were announced in April, but until the financial results are released, we are unsure as to their
magnitude. The second quarter is expected to see aloss of 17¢-19¢ per share.

Looking forward, we are hopeful that the second half of 2003 will be more successful for SyneX, than the first.
During the latter half of 2003 European sales of the Company’s POC tests should begin in earnest, Canadian sales
should benefit from the VWR agreement being officially launched and increased hospital access as the SARS issue
begins to recede. Corporately, we would expect that SyneX will continue to attempt licensing agreements for their
lead blockbuster test and the completion of milestones for both their existing agreements with Ortho-clinical
Diagnostics and Genzyme. Continued cost cutting will also make the Company leaner with a lower fixed cost base to
preserve cash now and to improve profitability once that goal has been achieved.

Finally, as we mentioned in last quarter’s MicroCap Report, until sizable revenues begin, and likely in anticipation of
them, SyneX will require some additional funding. We currently expect that the Company will undertake an equity
offering in the third, or maybe as late as the fourth, quarter of 2003, looking to raise several million dollars. The
funds raised will be used to augment their current financial position in order to strengthen their bargaining power
with a potential partner and to give the Company more breathing room to fund their current operations.

These next six months will be very important to SyneX Pharmaas | SynX Pharma (SYY-TSX)

their ability, and that of their partners, to sell the Company’s POC ®

tests will likely indicate the future success of the upcoming | | [l [ bLﬂ..‘ G
offering and, ultimately, SyneX itself. Hopefully, as revenue ® ~r‘g‘ \. i
ramps up in the latter half of the year, 0 too will the Company’s | 1 o :

share price. However, due to the slower than expected sales and : | Lo o]
the potential dilution of an equity offering we will be lowering © v,

our target price to $3, from $5, and our recommendationtoa | « w"\wf’""""“"\m

Buy, from Strong Buy. e - -
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| Recommendation Description |

Our Top Pick. A Strong Buy indicates a Company which we fedl has the potential to offer
superior short-term and long term capital appreciation for our clients. Characteristics of

Strong Buy this type of Company would be a superior product or service, a high caliber management
team and significant market potential with relatively high barriers to entry to their
competition.

A Company whose stock is likely to appreciate substantially, relative to the overall
Buy market. When rated a Buy, a Company will have excellent potential in their market, but
competition or some other factor will temper their results.

Often, early stage companies will have a high degree of uncertainty in their business
Speculative Buy model or in their market. However, if management is able to capitalize on the
opportunity, there is the potential for significant upside in the stock price.

When a Company reaches aturning point in their development, investors may be uncertain
as to whether to make a speculative purchase or cut loose the stock. A Hold rating

Hold indicates that we are awaiting some information regarding their development before
issuing an outright sell or buy recommendation.
If a Sell recommendation is issued on a stock it could mean two things: First, that the
Sall Company’s stock price has met our price target, surpassed it and is now overvalued. Or

conversely, that the Company has run into difficulty, either financially or otherwise, and
the near-term potential for the stock is likely negative.
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