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BASIS o

Basis100 Inc.

$52,500,000
5,000,000 Common Shares

Basis100 Inc. (“Basis100” or the “Company”) is hereby qualifying for distribution in the Provinces of Quebec, Ontario,
Manitoba and British Columbia 5,000,000 common shares of the Company issuable by the Company to the holders of
5,000,000 specia warrants (the “ Special Warrants’), upon the exercise or deemed exercise by holders of their rights to
acquire, without additional payment, one common share for each Special Warrant held by them. The Special Warrants
were issued by the Company on February 1, 2000 at a price of $10.50 per Special Warrant (the “Issue Price”) pursuant to an
underwriting agreement (the “Underwriting Agreement”) dated February 1, 2000 anong RBC Dominion Securities Inc.,
Griffiths McBurney & Partners and Dundee Securities Corporation (collectively, the “Underwriters’) and the Company.
The offering price of the Special Warrants was determined by negotiation between the Company and the Underwriters.

New |Issue

Each Special Warrant entitles the holder (a “Special Warrantholder”) to receive, upon exercise and without additional
payment, one common share subject to adjustment, at any time after February 1, 2000 (the “Closing Date”) and prior to
5:00 p.m. (Toronto time) on the first to occur (the “Time of Expiry”) of (i) the fifth business day after the date (the
“Qualification Date”) on which areceipt for afinal prospectus has been issued by the last of the securities commissionsin
each province of Canada in which Special Warrantholders reside as of the Closing Date; and (ii) February 1, 2001. If the
Qualification Date has not been satisfied prior to 5:00 p.m. (Toronto time) on May 31, 2000 (the “Qualification Deadling”),
holders of Special Warrants shall be entitled to receive 1.1 common sharesin lieu of one common share without payment of
any additional consideration. See“Details of the Offering”. This prospectusis being filed to qualify the 5,000,000 common
sharesto be issued on the exercise of the Special Warrants.

The Special Warrants were issued by the Company on the Closing Date at the I ssue Price for aggregate gross proceeds of
$52,500,000. See“Details of the Offering”.

Price to Public Underwriters Commission™® Net Proceeds to the
Company ®
Per Special Warrant..........cccveveveveccrnnnnnens $10.50 $0.4725 $10.0275
o] = RN $52,500,000 $2,362,500 $50,137,500

Notes:

® The Underwriters received a commission equal to 4.5% of the gross proceeds of this offering as consideration for services provided in
connection with this offering.

@ Before deducting expenses of this offering, including the preparation of this prospectus, estimated to be $370,000, which will be paid by
the Company.

The common shares are currently quoted for trading on The Toronto Stock Exchange (the “TSE”), under the trading
symbol BAS. On January 19, 2000, the day prior to the announcement of the Special Warrant financing, the closing price
for the common shares on the TSE was $11.45. See “Price Range and Trading V olume of the Common Shares’.

Investment in the common sharesto be issued on the exercise of the Special Warrants should be consider ed speculative
dueto various factors. To date, the Company has not earned operating profits and expects to incur further significant
operating losses. See“Risk Factors’.

The Company has never paid a dividend on its common shares and does not intend to pay dividends on its common shares
for theforeseeable future. See”Dividend Record”.

The Issue Price, after giving effect to this issue, exceeds the net tangible book value per common share as at
December 31, 1999 by $8.43 per sharerepresenting 80.3% of the I ssue Price of the Special Warrants. See“Dilution”.

Certain legal matters relating to this offering will be passed upon on behalf of the Company by Torys and on behalf of the
Underwriters by Wildeboer Rand Thomson Apps & Dellelce, LLP.
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PROSPECTUS SUMMARY

The following information is a summary only and is qualified in its entirety by the more detailed information
appearing elsewhere in this prospectus.

The Company

Basis100 Inc. (“Basis100” or the “Company”) is an emerging provider of Internet-based e-commerce solutions for
business-to-business and, to a lesser extent, business-to-consumer, transactions in the North American financial
services industry. Basisl00 seeks and intends to seek to provide its technology to financial institutions,
intermediaries and service providers in the mortgage, securitization and fixed income e-commerce marketplaces. The
development of the Company’s mortgage business is based on relationships with BCE Emergis Inc., Cebra Inc. and
MCAP Mortgage Corporation and other mortgage lendersin Canada and the United States.

The Company creates e-commerce applications to enable the delivery of diverse financial services through
intermediaries (e.g. brokers, agents, planners) and directly to the consumer using the Internet.

Basis100’s core product is“The 2 Minute Mortgage™” (for which a trade mark application has been filed), a suite of
Internet-based mortgage products designed to automate mortgage processing for financial institutions. The
Company iscurrently rolling out this product in stages. See “Business of the Company”.

The Company also currently operates one of Canada’'s largest Internet-based mortgage networks which links ten
Canadian financial institutions, providing the consumer with the ability to shop on-line for a mortgage. The
Company acquired this mortgage network when Basis100, through its predecessor corporation, e-Net (Canada)
Financia ServicesLtd., acquired Online Mortgage Explorer Inc. effective January 1, 1999.

Recent Acquisitions
Acquisition of Solimar.Net

On February 8, 2000, the Company completed the acquisition of all of the outstanding shares of Solimar.Net
(“Solimar”). The acquisition of Solimar will expand the Company’s business into the United States. Solimar provides
a number of collateral risk assessment services through an automated residential property valuation system
accessible viathe Internet through its proprietary intelligent valuation technology products. See “Acquisitions and
Licensing Arrangements’.




Offering:

Special Warrants:

Use of Proceeds:

Delivery of Certificates:

Dilution:

Plan of Distribution:

The Offering

5,000,000 common shares will be issued upon the exercise or deemed exercise by the
holders of 5,000,000 special warrants previously issued by the Company (the “ Special
Warrants") of their right to acquire, without additional payment, one common share for
each Special Warrant held by them, subject to adjustments as described below.

The Special Warrants were issued by the Company on February 1, 2000 at a price of
$10.50 per Special Warrant pursuant to an underwriting agreement (the “Underwriting
Agreement”) dated February 1, 2000 among RBC Dominion Securities Inc., Griffiths
McBurney & Partners and Dundee Securities Corporation (collectively, the
“Underwriters’) and the Company. Each Special Warrant entitles the holder thereof to
receive, upon exercise and without additional payment, one common share, subject to
adjustment, at any time after February 1, 2000 and prior to 5:00 p.m. (Toronto time) on
the first to occur of: (i) the fifth business day after the date (the “Qualification Date”)
on which a receipt for afinal prospectus has been issued by the last of the securities
commissions in each of Ontario, Quebec, Manitoba and British Columbia; and
(i) February 1, 2001.

If the Qualification Date has not been satisfied prior to 5:00 p.m. on May 31, 2000,
holders of Special Warrants shall be entitled to receive 1.1 common sharesin lieu of one
common share, without payment of any additional consideration. See “Details of the
Offering”.

Since the date of issue, no Special Warrants have been exercised.

The net proceeds from this offering, after deducting the underwriters’ fee of $2,362,500
and the estimated expenses of the offering of $370,000, are $49,767,500. The net
proceeds of the offering were and will be used by the Company to fund the Company’s
acquisition of Solimar.Net (approximately $37,000,000) and the balance will be used for
future acquisitions, general corporate purposes, including working capital, research and
development activities, expansion of the Company’s direct sales force and marketing
activities and to acquire or invest in complementary businesses or products. Pending
such uses, the Company has invested the net proceeds of the offering in short term,
interest-bearing, investment grade securities. Basisl00 intends to use the funds
available to it as stated in this prospectus. There may be circumstances, however,
where, for sound business reasons, a reallocation of funds may be necessary. See
“Use of Proceeds”.

It is expected that certificates for the common shares will be available for delivery within
five business days after the date of exercise of the Special Warrants.

The offering price for each common share exceeds the net tangible book value thereof
as at December 31, 1999, after giving effect to this offering, by $8.43, being a dilution of
80.3%. See“Dilution”.

Pursuant to the Underwriting Agreement, the Special Warrants were sold at a price of
$10.50 per Special Warrant. The Underwriters received a commission of 4.5% of the
aggregate gross proceeds raised from the sale of the Special Warrants.




Risk Factors:

Dividend Policy:

Trading:

There are certain risk factorsinherent in the operations of the Company. Aninvestment
is subject to certain risks, including:

the Company’ s limited operating history and anticipated losses;
fluctuations in the Company’ s quarterly operating results;
competition;

|oss of the Company’ s strategic relationships;

the Company’ s ability to manage arapidly growing operation;
therisks arising from acquisitions;

the acceptance of the Internet as a medium for commerce;

the Company’ s ability to respond to rapid technological change;
future capital needs and the uncertainty of additional financing; and
the volatility of technology stocks.

See“Risk Factors”.

The Company intends to retain earnings to finance the growth and development of its
business and, accordingly, does not intend to pay dividends on its common shares in
the immediate future. The payment of dividends in the future will depend, among other
factors, upon the Company’s earnings, capital requirements and operating and financial
condition. See“Dividend Policy”.

The Company’s common shares trade under the symbol “BAS’ on The Toronto Stock
Exchange. See“Price Range and Trading V olume of the Common Shares’.




This prospectus contains product names, trade names, trademarks and service marks of the Company and of other
organizations, all of which are the properties of their respective owners. All dollar amounts referenced herein,
unless otherwise indicated, are expressed in Canadian dollars.

BUSINESS OF THE COMPANY
OVERVIEW

Basis100 Inc. (“Basis100” or the “Company”) is an emerging provider of Internet-based e-
commerce solutions for business-to-business and, to alesser extent, business-to-consumer, transactions in the North
American financial services industry. Basis100 seeks and intends to seek to provide its technology to financial
institutions, intermediaries and service providers in the mortgage, securitization and fixed income e-commerce
marketplaces. The development of the Company’s mortgage business is based on relationships with BCE Emergis
Inc., Cebralnc. and MCAP Mortgage Corporation and other mortgage lenders in Canada and the United States.

The Company creates e-commerce applications to enable the delivery of diverse financial services
through intermediaries (e.g. brokers, agents, planners) and directly to the consumer using the Internet.

Basisl00's core product is the “2 Minute Mortgage™”, a suite of Internet-based mortgage
products designed to automate mortgage processing for financial institutions. The Company is currently rolling out
this product in stages.

The Company also currently operates one of Canada’s largest Internet-based mortgage networks
which links ten Canadian financial institutions, providing the consumer with the ability to shop on-line for a
mortgage. The Company acquired this mortgage network when Basis100, through its predecessor corporation, e-Net
(Canada) Financial Services Ltd., acquired Online Mortgage Explorer Inc. (“OME Inc.”) effective January 1, 1999.

In February of 2000, the Company completed its acquisition of Solimar.Net (“Solimar”), a California
company which provides automated residential property valuations. See “Acquisitions and Licensing
Arrangements’.

COMPANY BUSINESS MODEL AND STRATEGY

Basis100’ s business model is based on a number of key business trends that the Company believes
are driving busi ness-to-business and business-to-consumer e-commerce. The Company believes that:

The Internet will not replace intermediaries such as mortgage brokers and financial planners. Rather, it will
increase the number of intermediaries, particularly in the financial services sector.

The complexity of financial services productsisincreasing to alevel beyond the ability of most consumers
to understand them. Although technology enables consumers to be better informed, the Company believes
consumers will increasingly rely on intermediaries to help them understand the information they are
receiving and sort through the volumes of information that the Internet is able to provide.

The desire of businesses to “own the customer” is driving the need for electronic delivery of services and
the need for complete, single event transactions. A single event transaction might be the purchase of a
house that requires the broker to source the mortgage lender, mortgage insurer, banker, lawyer and related
services. Financial service providerswill need to deliver the complete set of services.

The outsourcing of information technology and delivery services is becoming more common among
financial institutions. By outsourcing to experts, financial institutions can focus on their own core
competencies and avoid costly mistakes in sectors where they may have limited expertise.



The Company is focusing initially on establishing solutions for the mortgage and fixed income
securities markets. The Company is building upon its existing relationships in those industries and developing the
solutions to meet the needs of those industries.

Basisl00's strategy is to create cross-selling opportunities around purchase transactions to
enhance value and return for financial institutions and their trading partners. The Company believesits solutions will
enable financial institutions to reduce mortgage origination and processing costs and access information more
quickly, allowing them to respond to customers more quickly and effectively, which may lead to incremental revenues
and increased profitability.

Management believes that the benefits of the Company’s 2Minute Mortgage™ to business
customersinclude the following:

the connection of institutions, intermediaries and consumers who were previously not adequately
connected,;

the creation of a new level of real-time interactivity that is more efficient than older, paper-based mortgage
origination processes; and

the ability to enable financial institutionsto create product differentiation in the market more quickly.
PRODUCTS AND SERVICES

The Company offers products and services in the two primary markets for e-commerce: business-
to-business and business-to-consumer.

In the business-to-business market, Basis100 is developing and has acquired the technology for
originating and processing mortgages and intends to develop technology automatically processing, securitizing and
trading mortgage products. By mapping out the process that a lender follows in originating a mortgage on behalf of
the borrower, the Company believes it is creating and will create a system that automates those processes and
providesthem as a service.

In the business-to-consumer market, Basisl00's technology enables consumers to conduct
transactions directly with mortgage product suppliers, such as mortgage lenders. The Company acquired the
technology to service this market when it acquired OME Inc. effective January 1, 1999. See “Acquisitions and
Licensing Arrangements”.

Business-to-Business Products and Services

The Company’ s business-to-business 2 Minute Mortgage™ system is intended to consist of afull
suite of Internet-based e-commerce solutions focused on automating financial transaction processes and connecting
all the participants within a transaction. The Company’s approach is to phase in the 2 Minute Mortgage™ system
components with each trading partner such that the Company will complement the trading partners’ current
implementation, with the long-term intention to migrate all trading partners to full use of the Company’s 2Minute
Mortgage™ system.

Through its Internet-based 2 Minute Mortgage™ system, the Company expects to offer access to
its centrally-hosted computing environment using innovative networking solutions. The Company anticipates that
lenders will be brought onto the system without a significant capital investment in hardware or operating platforms
on the part of the lender. The Company has developed and is continuing to develop software to incorporate robust,
real-time processing engines to support:

the instantaneous recei pt and review of mortgage loan applications;



decision making with integrated underwriting tools and corporate lending policy;
document preparation services for commitment and closing tasks; and
accounting interfaces to facilitate funding.

Point of Sale Services (“ POS")

Basis100’s mortgage broker POS system enables financial institutions to distribute their diverse mortgage products
and services through Internet-based platforms to mortgage brokers for the purpose of completing mortgage
transactions. Acquired from Morty SystemsInc. (“MSI”) in October 1999, Basis100’' s mortgage broker POS system is
a software program that allows mortgage brokers to transmit mortgage loan applications electronically to lenders. As
a part of the MSI asset acquisition, the Company acquired agreements with 27 Canadian lenders and approximately
1,250 mortgage brokers to use the software. The mortgage broker POS system enables mortgage brokers to track
leads, qualify borrowers and electronically prepare and submit mortgage applications to financial institutions.
Currently, the service is offered on a client-server model using the Company’s servers and dedicated communication
lines. Basis100 intends to redevel op this mortgage broker POS system into a web-based system which, the Company
believes, will eliminate the need for dedicated lines, improve installation and ease of use and reduce support and
maintenance costs. Revenue from the mortgage broker POS system is earned as a percentage of the value of the
mortgages processed on the system.

Mortgage Origination System (“MOS")

The MOS s currently being developed with MCAP Mortgage Corporation as the lead customer. MOS is expected to
operate in a network environment to allow mortgage lenders to process mortgages electronically, rather than on
numerous paper forms. It is expected that the MOS modules will include value-added services that can be used in a
stand-alone fashion or can be seamlessly integrated. The first modules under devel opment are:

the Mortgage Processing Moduleg;

the Automated Underwriting Module; and

the National Trading Partner Integration Module.
Mortgage Processing Module

Development of the Mortgage Processing Module isin process. The Company expects that it will
support the unigue requirements and core business functions of the mortgage application process, optimizing both
cycle times and human resources. The Mortgage Processing Module is expected to include: application entry,
automatic mortgage pricing (interest rates), commitment and condition/document tracking, underwriting workbench,
document preparation data feeds, productivity reporting, closing preparation/scheduling and funding.

In addition, it is anticipated the Mortgage Processing Module will also support secondary
marketing as well as enable the lender to calculate bottom-line profits and optimize planning effectiveness. The
Company is designing this aspect of the processing module to include the following functions: pricing controls,
master commitment administration, investor allocation, pool commitment management and tracking, loan sales
coverage analysis, risk management and reporting.

The Company is developing the Mortgage Processing Module to be standardized to include
embedded business rules and table-driven functions that serve to integrate corporate lending policy into intelligent
workflow, data edits and document processing. The Company’s business rules-based approach, designed to allow
lenders to customize the program to reflect their own businessrules, is expected to provide alender with the flexibility
to keep system processes current with business changes without the delay and expense of traditional software



programming changes. The Mortgage Processing Module is being designed to include intuitive workflow
processing to streamline administrative procedures and dispatch units of work throughout a lending organi zation.

BCE Emergis Inc. is providing and maintaining the software, server/network support, help desk
service, integration services, network connectivity and data hosting services for the Mortgage Processing Module
under an agreement which is currently being finalized. It is expected that revenue from the Mortgage Processing
Module will be earned as a percentage of the val ue of the mortgages processed on it.

Automated Underwriting Module

The Company plansto develop its Automated Underwriting Modul e to enable mortgage lenders to
credit score and approve mortgage applications automatically. The Automated Underwriting Module is expected to
be operated by mortgage lenders, and customized by them with their own business rules. The Company expects that
its Automated Underwriting Module, by automatically processing routine mortgage applications, will free
underwriters to focus on more complex and subjective mortgage applications identified by the Mortgage Origination
System, which must be reviewed manually. The Company is designing the Automated Underwriting Module to apply
both lender-specific business policies, industry-standard benchmarks, credit scores and case inventory to determine
both an aggregate score for applications presented aswell asa*“pass” or “suspect” status enabling alender to focus
human resources on the applications that require more attention in the underwriting phase. Development of the
Automated Underwriting Moduleis expected to begin in financial 2000.

In March 2000, Basis100 entered into an exclusive renewable (on a hon-exclusive basis) Canadian
licence for 5 years to use certain General Electric Mortgage Insurance Corporation (“GE”) business rules and GE
proprietary systems which incorporate GE's Omniscore® mortgage scoring model and property evaluation model.
The GE business rules permit underwriting decisions to be made based upon these proprietary mortgage scoring and
property evaluation models and other factors including credit bureau data, borrower characteristics and loan
amounts. Basis100 intends to serve as a channel for lenders who wish to use GE’'s automated underwriting engine.
Basis100 intends to integrate the GE business rules and property evaluation model directly into an Internet-based
platform for its Automated Underwriting Module. See“Acquisitions and Licensing Arrangements”.

National Trading Partner Integration Module

The National Trading Partner Integration Module, also known as I-formation™, was licensed from
Cebralnc. (“Cebra’) in 1999. I-formation™ is a network-based data conversion and translation process technol ogy
solution that enables mortgage lenders and their trading partners to communicate and transfer data across different
networks. |-formation™ translates information into the appropriate digital format(s) that, in the Company’s view, can
be used by virtually any trading partner, no matter what computer platform or dataformats they currently use, and no
matter what the source. Electronic file interfacing between the Company’s systems and various trading partners,
including credit bureaus, mortgage insurance carriers, external mortgage broker point-of-sale systems and external
client systems, can, the Company believes, be supported by I-formation™. Currently, Cebra is also operating |-
formation™ for Basis100 specifically for the insurance industry and its trading partners, as well as mortgage lenders
and their trading partners. The Company intends to migrate the hosting and operation of |-formation™ from Cebrato
a third party host in the near future. There are a number of Canadian financial institutions and related trading
partners using |-formation™ in its current form.

Automated Valuations and Related Services

Solimar, a recently acquired subsidiary, currently provides automated valuations for attached and
detached single family residences, condominium units and units in planned unit developments (collectively,
“appraisal properties’) in the United States. Solimar has designed rea estate property valuation software for
electronic ordering and delivery of valuation services and products via the Internet. In addition, Solimar’s valuation
software can be integrated with Internet-enabled loan origination systems. Presently, over 250 mortgage-related
businesses use Solimar’s valuation services. These customers include Wells Fargo Bank, Inc., Chase Manhattan
Mortgages, Ocwen Federal Bank, First Franklin Financial, Washington Mutual Bank, Ameriquest Mortgage Company
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and Chicago Title Market Intelligence Company. Solimar also provides the property valuation technology behind the
Homegain website for home sellersin the United States.

Solimar’ s technology refines and analyses a growing database of recent United States home-sales
transactions and applies proprietary algorithms to sort through the array of variables involved in determining a
home's probable selling price. Solimar’s property valuation software presents a property valuation estimate, known
in the industry as a “Solimar Value’, along with a confidence score to support the analysis. Through Solimar’'s
proprietary automated residential property valuation system accessible viathe Internet, Solimar provides a number of
collateral risk-assessment services. Solimar’s services are available both to institutional users and consumers who
are seeking valuation results one-at-a-time and to large bulk users who can obtain high-speed valuations of large
loan portfolios. In calendar 1999, Solimar provided over 600,000 appraisal properties valuations.

Business-to-Consumer Products and Services

In the business-to-consumer mortgage market, Basis100 products enable the consumer to compare
mortgage rates on-line and conduct mortgage-related transactions directly with the product supplier, such as a
mortgage lender. OME Inc. provides lenders with a pathway to consumers who arein the market for a mortgage loan.
OME Inc.’s proprietary intellectual property consists of two Internet solutions, Multi Lender Software (“MLS") and
Single Lender Software (“SLS’), which enable lenders to advertise rates, pre-qualify the consumer and accept
mortgage applications directly from consumersviathe Internet. Basis100 provides full web-hosting of both the Multi
Lender Software and the Single Lender Software.

Freddie Mac, an organization that pools, securitizes and sells residential mortgages in the United
States, co-markets the Company’s ML S and SL S software to the approximately 1,800 lenders in the United States who
participate in the Freddie Mac GoldWorks network in the United States market. SLSand MLS are certified as Freddie
Mac GoldWorks compliant.

Multi Lender Software

The Multi Lender Software is accessible by consumers to enable them to shop on-line for a
mortgage and submit a mortgage application to a lender. It is configured as aggregator software which can be
accessed at whatever websites the Company chooses to have host it. Currently, the Company’s Multi Lender
Software can be accessed at www.themortgage.com as well as through the E* Trade Canada website in Canada.
OME Inc., now a wholly-owned subsidiary of the Company, has been operating the MLS website,
www.themortgage.com in Canada for over four years. The Company believes that this website is the largest multi
lender website in Canada, with ten major Canadian financial institutions participating. The MLS implementation at
E* Trade Canada has been operational since January of 2000. In the United States, the ML S website is operated by
BCE Emergis Inc. and is located at www.multilender.com Each website allows consumers to apply directly via the
Internet for a mortgage and to compare products and rates among the various lenders who have subscribed to the
MLS service. The ability to compare and select between anumber of mortgages with different financial institutionsis
achieved directly by the consumer using the web browser in a secure environment. Once the consumer has selected
the lender and mortgage, the consumer compl etes the detailed application, which is then forwarded to the lender for
processing. The revenue from the ML S software in Canada and the United States is generated through basis points
charged on each funded mortgage originated through the websites which employ the ML Stechnology.

OME Inc. first offered its on-line mortgage explorer product in 1996. In Canada, this technology is
now licensed to mortgage brokers and other on-line portals such as E*TRADE Canada. The browser-based
mortgage technology is designed to allow “dot.com” companies to “white label” a solution, providing their
customers the ability to compare mortgage rates from participating lenders and apply for a mortgage on-line from the
one offering the best deal.

The Company entered into an agreement with National Mortgage Professionals Inc. (“NMPI"), a
mortgage brokerage company, as of March 31, 2000, which provides that, subject to the fulfilment of certain terms
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and conditions, Basis100 will sell to NMPI the domain name, themortgage.com It is expected that this transaction
will be completed on or before September 30, 2000. The Company and NMPI have entered into a letter of intent
where, among other things, it is contemplated that the Company and NMPI will enter into a licence agreement to
license the use of the ML S software at the website, subject to the same conditions and closing date as the sale of the
domain name “themortgage.com”. The domain hame was conditionally sold to NMPI for consideration of $500,000.
Basis100 elected to sell the domain name to NMPI in order to concentrate on the business-to-business market
segment. Under an agreement executed concurrently with the domain name sale agreement, Basis100 is providing
certain consulting servicesto NMPI.

Single Lender Software

The Company’s Single Lender Software is designed for use by individual lenders on their own
secure Internet sites to source mortgage applications directly from consumers. In Canada, the Company markets SL S
directly to the lenders, while in the United States, BCE Emergis Inc. acts as a non-exclusive reseller of SLS, focusing
on the 1,800 lenders who are participants in the Freddie Mac GoldWorks Network. The Company expects SLS to
generate revenue either through transaction fees or through a one-time up-front licence fee and an annual
maintenance fee commencing after the first year.

The 2 Minute Mortgage™

The following diagram illustrates the current and planned components of Basis100's 2Minute
Mortgage™ solution on amortgage industry framework:
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Fixed Income Trading Products

The Company is currently developing a business-to-business electronic fixed income securities
trading business unit. The Company anticipates that its fixed income trading unit will operate as a separate line of
business with distinct revenue streams and profits. The fixed income electronic marketplace is expected to provide a
channel to distribute securitized products originated within the mortgage network or elsewhere, to the retail and
institutional investor.
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In 1999, the Company entered into three agreements with Shorcan Brokers Ltd. (“Shorcan™) with
respect to technology relating to fixed income securities trading. On December 24, 1999, these agreements were
terminated. See “Basis100 Inc. — Consolidated Financial Statements — Notes to the Financial Statements — Note
3g".

THE UNITED STATES AND CANADIAN MARKETS
Mortgage Market in Canada

Mortgage origination systems at financial institutions are typically legacy systems developed
many years ago and are typically not linked electronically over the Internet to mortgage originators or organizations
that are required to be referenced before a mortgage can be underwritten. A significant portion of the technology in
the mortgage industry was implemented using mainframe computers, legacy software and legacy programming
languages. These circumstances have resulted in an environment where mortgage data is paper intensive,
transmitted through fax and form and often re-keyed into different computer systems many times.

While on-line mortgage originations in Canada are relatively few, the Company believes that a
growing number of consumers are using the Internet to shop for mortgage rates, use mortgage calculators and to
collect information. The Company believes that on-line mortgage originations will grow as Canadian consumers
become more comfortable with not only shopping for mortgages on the Internet, but also completing applications
over the Internet.

Mortgage Market in the United States

The mortgage market in the United States is significantly larger than the mortgage market in
Canada. Unlike Canada, where the mortgage industry is highly concentrated around relatively few lenders (primarily
the major banks), the United States market is characterized by alarge number of medium to large financial institutions,
with many regional banks and relatively few lenders that operate nationally. Mortgage brokers originate the majority
of mortgages originated in the United States each year.

The Company believes that on-line mortgages in the United States have been increasing year over
year. In comparison to the Canadian market, a relatively large number of on-line mortgage marketplaces have
emerged, allowing consumersto shop for and apply for a mortgage on-line.

As the mortgage market is interest rate sensitive, it is difficult to forecast the size of the market in
any year. However, the Company believes that mortgage originations have declined since reaching a peak in 1998
duetorising interest rates.

Appraisal Market in the United States

Each property that moves through the origination process provides the Company with an
opportunity to value that property a number of times. Numerous service providers to the mortgage industry may
each need valuations for their own purposes. As the mortgages are sold to various levels of intermediaries, each
intermediary may require a valuation of the property supporting those mortgages. The cost of an automated
valuation is significantly less than that of atraditional appraisal.

Fixed Income M arket — Canada

Fixed income securities in Canada are currently traded over-the-counter, and, as such, the primary
investment dealers provide liquidity to the retail market. The Company believes that a dealer’s incentive to make
markets and supply product is influenced by three factors. competition and concentration, inventory management
and transparency, and information. Currently, outside of the institutional marketplace where inter-dealer brokers
provide a service through dedicated screens, the Company believes that there is a distinct lack of transparency, price
discovery, price and trade efficiency and ease of access for fixed income market participants in Canada. Rapid
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changes in technology however, along with the growth of Internet commerce, is, in the Company’s view, shifting the
balance of power from the dominating institutional participants to the retail participant by enabling the flow of
information and subsequent knowledge to move downstream to the retail investor. Currently, the bond market in
Canadais, in the Company’ s view, highly concentrated, with the largest six dealers covering almost the entire market.

Customer Target Market

The Company targets medium and large financial institutions in North America that participate in
lending, securitization, fixed income and appraisal products. The Company also targets the service providers and
trading partners to these financial institutions in the same markets. The Company concentrates its efforts on the
largest financial institutions in Canada and the United States, including the “Big 5" banks in Canada and the top 100
mortgage originatorsin the United States.

COMPETITION

The market for financial services technology is highly competitive and some competitors possess
substantially greater resources than Basis100. This is especialy true in the United States market. The Company
believes competition involves some of the following significant factors:

scalability and flexibility of technology;

price;

breadth of product line;

brand recognition;

quality of customer service and technical support; and
ability to obtain and maintain customer relationships.

Basis100 competes with in-house programming resources and information technology departments
of the financia institutions it is soliciting as customers, large developers and manufacturers of information
technologies, including large firms such as Microsoft Corporation (“Microsoft”), International Business Machines
Corporation (“IBM”) and EDS Systemhouse Inc. (“EDS"), computer service and technology firms that specialize in
financial services processing technology, as well as technology consultants, software vendors, value-added resellers
of custom software packages and a number of other related and potentially unrelated firms that could diversify or
expand into the same industries and product markets as Basis100. Basis100 also competes directly with providers of
technology and solutions specifically for the mortgage industry, which management believes are its most significant
competitors. Asthe Company expands its business into other financial product markets such as insurance and fixed
income trading, it expects to encounter increased competition from other competitors in Canada and the United
States.

Internal Information Technology Departments

Financial institutions in Canada have attempted to increase market share in the financial markets by
developing proprietary solutions as their competitive advantage in the market. They continue to focus on dis-
intermediation with direct to consumer solutions. The Company believes that Canadian financial institutions are re-
focusing their strategy around their core competencies of providing financial services and are looking outside the
organization for their technology needs. The Company plans to supply financial institutions a suite of Internet-
based solutions to their field force and the independent brokers to meet these needs. Competition for in-house data
processing and software departments is intensified by the efforts of computer hardware vendors who encourage the
growth of internal data centres.

Large Information Technology and Systems I ntegrators

A number of the big systems houses build custom information technology infrastructure for
Canadian financial institutions. These systems often require large up-front costs and are costly to maintain. The
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Company’s competitors in this area include IBM and EDS. Recently, Microsoft announced that it had formed
HomeAdvisor Technologies Inc., which will operate a loan platform authorizing many of the steps required to
approve and finance a mortgage, including credit checks, appraisals and underwriting decisions. In the same
announcement, HomeAdvisor Technologies also announced the acquisition of Tuttle Decision Systems Inc., a
mortgage technology company that enables the |oan platform to provide cost-effective loan rates for multiple lenders.

Specialty Computer Service and Technology Providers

Numerous outsourcing companies or data processing affiliates of larger corporations are building
solutions that process transactions for the large financial institutions. Most technology companies are still using
and implementing legacy processing systems for their clients. However, some companies are developing systems
using more advanced technologies that can be applied in the financial services market. Competition from this
advanced technology is relatively small and mainly concentrated in the United States market.

Consultants, Software Vendors and Value-Added Resellers

Software consultants and value-added resellers often deliver custom or customized software
products. These integrated financial services packages and specialized solutions often have packaged software
solutions, which are less efficient and not as flexible as the completed Basis100 browser-based platform solutions.

Mortgage Solutions Providers

Basis100 competes with firms which specialize in each of the product technology components that
comprise the 2 Minute Mortgage™, including point-of-sale technology firms, companies with Internet multi lender
websites similar to the OME Inc. multi lender website (which has been conditionally sold to NMPI), e-commerce and
el ectronic data interchange specialists and technology providers who specialize in mortgage processing software and
technology. There are alimited number of firmsin Canada, but a number of companiesin the United States, that offer
products and technology components that are similar to those of the Company. Some companies offer technology
solutions in some or all areas of loan origination and processing. Some firms offer more solutions than Basis100
currently offers or intends to offer, such as mortgage servicing solutions.

Following is amore detailed discussion of competitors within each product segment. The following
discussion is not meant to be comprehensive and the Company competes with more mortgage technology providers
than are mentioned below.

Business-to-Business M ortgage Products and Services
Point-of-Sale Services

In Canada, the Company’ s mortgage broker point-of-sale system competes with products offered by
at least two other competitors in the industry, Enabled Commerce Network Incorporated and Centric Systems Corp.
In the United States, Calyx Software, Contour Incorporated, Byte Enterprises Incorporated and Loansoft Inc.
specialize in point-of-sale technology, although there are a number of other firmsin the market that also offer point-
of-sale products. The mortgage broker point-of-sale system technology in the industry tends to be shrink-wrapped
windows applications that manage and organize origination and alow for improved marketing. A number of firms,
including some of the above, have added web-based components to the product with varying levels of functionality
over the Internet. Point-of-sale technology products have traditionally been priced with a fee for each office branch
or user.

Mortgage Processing Module

Some of the larger and more diverse information technology firms that have technology products
for the mortgage industry in the United States include Alltel Corp., CFl Proservices, Inc., Fiserv, Inc., and Fitech
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Software. Each of these firms offers a mortgage origination and processing system that competes with Basis100's
mortgage processing module. Some of these firms also offer other mortgage technology components and services,
including point-of-sale, automated underwriting, and electronic data interchange. The Company is not aware of any
other firm in Canada that specializes in mortgage origination technology for medium to large financial institutions.
Mortgage Flex Systems Inc., Interling Inc., Dynatek Incorporated, Cybertek Corporation, a subsidiary of Policy
Management Systems Corporation, and Framework Incorporated are well-known firms in the United States that
specialize in mortgage origination and processing technology. Some of these firms also offer other mortgage
technology components, such as point-of-sale solutions. Mortgage origination productsin theindustry vary in their
functionality and features, and may or may not have more features and better functionality than Basis100’s product.

Automated Underwriting Module

In Canada, other than proprietary lender systems, Canada Mortgage and Housing Corporation’s
underwriting product is the only major competitor in the industry. In the United States, a number of diverse
information technology firms offer automated underwriting solutions, including Alltel Corp. and The PMI Group, Inc.
Freddie Mac and Fannie Mae each offer their own underwriting product which includes business rules based on their
own lending criteria, but not the lender’s underwriting criteria. Both products are widely used in the market. ARC
Systems Incorporated is one of the few firms that specialize in underwriting technology for the mortgage industry.

National Trading Partner I ntegration Module

Basis100 does not know of any other firm in Canadathat specializes in electronic data interchange
for the mortgage industry, although there are others that provide these services without specializing in this market.
In the United States, there are a number of firms offering electronic data interchange technology specifically for the
mortgage industry, including Decade Systems Group, Alltel Corp., and The PMI Group, Inc. There are a number of
service providers related to a mortgage origination, including the real estate industry and the insurance industry.
Electronic data interchange competitors offer varying degrees of integration between the lender and the different
types of mortgage service providers. There is no dominant, central hub in the industry that integrates all possible
service providers.

Business-to-Consumer Mortgage Productsand Services
Single Lender Software

There are numerous firms in Canada and the United States that specialize in website design that
could potentially be employed to create single lender software applications for individual lenders. In the United
States, Xpede Incorporated is one of the specialistsin this product category.

Multi Lender Software

To the knowledge of the Company, there are no software competitors in Canada whose technol ogy
permits consumers to compare products and rates among various lenders, choose a lender and submit an application
on-line in the same manner as the Company’s Multi Lender Software. There are a number of popular multi lender
websites in the United States that offer a variety of features, from rate comparisons and lending advice to virtual
home shopping. Some websites aggregate anumber of lenders on the website and allow the consumer to comparison
shop, choose a lender and submit an application on-line. Some of the popular sites of this type are operated by
Lending Tree Inc., iOwn Holdings Incorporated and Keystroke.com. Some firms operating a multi lender website are
also lenders, and are among the lenders available for selection on their website, such as E-Loan Incorporated,
Mortgage.com Inc. and FiNet.com Inc. Other websites act as comprehensive information sources but do not allow
on-line origination, or may provide links to lenders as an alternative. Some websites, such as that offered by IMX
Exchange Inc., act as marketplaces that match borrowerswith lenders at the best available price.
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Appraisal Solutions Providers

The automated valuation models from Solimar compete primarily with “traditional” valuations done
by appraisers, as well as other automated valuation models. To the Company’s knowledge, there are approximately
25 vendors who supply automated valuations and only afew vendors who produce a market estimate of thisvaluein
real time. All others employ correlations, indexes, lookup tables and other devices to estimate value. Automated
valuation providers in the United States include Banton Research LLC, PSAR Systems Incorporated and
TransAmerica Corporation. REAV S Information Technologies Ltd. is an automated valuation provider in Canada.

As the Company expands its business into other financial product markets such as insurance and
fixed income trading, it expects to encounter increased competition from several companiesin Canada and the United
States.

THE COMPANY’S TECHNOLOGY

The Company has designed an object-oriented 4-tier software architecture based on open industry
standards called a community of interest transaction engine (“CITE"). The CITE system separates the business logic
from the application and system infrastructure and pre-packages a substantial portion of the application processing
through generic business rule, workflow, presentation and trading partner interfaces.

By separating the business logic in the application tier from the application and system
infrastructure, the Company believes that its architecture may be modified without disturbing the underlying generic
infrastructure resources. This approach alows for mass customization of business rules and smoother
interconnectivity between disparate legacy systems and to virtually unlimited desktops over the Internet.

The Company also uses a blend of industry standards and proprietary-based approaches and
technologies that complement the 4-tier architecture. The Company believes that the combination of separating out
the business rules and utilizing industry standards approaches and technologies creates a transactional framework
that allows the Company’s 4-tier CITE to integrate with software technologies without compromising existing
applications and business logic. The Company believes that the multi-component standards-based nature of the 4-
tier CITE creates adaptive conditions well-suited for best-of-breed application deployment.

The Company’s 4-tier CITE functionality continues to be extended and the Company anticipates
that future architecture developments will include the following key features:

business rules processing;

work flow automation;

value-added messaging and transfer services,
directory services;

availability services,

report distribution services;

infrastructure management services,

platform management services; and

Security services.

There are many different connectivity options that are supported to allow client-usersto access the
Company’s system. They include using the global Internet via an Internet service provider, virtual private networks
and a dedicated connection from a lender’'s network to the hosting facility. Enterprise-class hardware and
connectivity supports the 2 Minute Mortgage™ system and database platforms unique to each lender operating on a
network.
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The Company believes that its technology enables each trading partner to position itself in the
infrastructure with its own set of business rules which will allow for differentiation of products and services of
various partners.

ACQUISITIONSAND LICENSING ARRANGEMENTS
ACQUISITION OF SOLIMAR.NET

On February 8, 2000 the Company acquired all of the shares of Solimar.Net (“Solimar”), an
automated valuation technology and database systems company. Founded in 1979, Solimar has been headquartered
in Tustin, Californiasinceitsinception and also has a presence in Walnut Creek and Santa Ana, California.

The total purchase price of the transaction was US$24,000,000 (approximately CDN$35,000,000),
subject to working capital adjustments and not including costs of acquisition, to purchase all of the outstanding
common shares of Solimar. The total acquisition cost was approximately CDN$37,000,000. The purchase agreement
allows for the total purchase price to be slightly reduced or increased based upon a post-closing audit of the working
capital of Solimar as at the closing date of the acquisition. See “Basis100 Inc. — Consolidated Financial Statements
— Notesto the Financial Statements—Note 17¢”.

ACQUISITION OF THE ASSETSOF MORTY SYSTEMSINC.

On October 24, 1999, the Company exercised its option to purchase substantially all of the assets of
Morty Systems Inc. (“MSI”) Asaterm of the transaction, Basis100 acquired MSI’s existing technology as well as
agreements with 27 lenders and over 1,250 mortgage brokers and producers. The purchase price was satisfied by the
issuance of Basis100 shares and a convertible debenture issued by Basis100 to MSI. Basis100 intends to migrate
MSI’s existing technology to the Internet platform, which will provide enhanced service to the 30 lenders and over
1,250 mortgage brokers the Company now services.

The total purchase price was $3,934,000 (including the cost of the option). The purchase
agreement provided for Basisl00 to settle the assumed debt through the issuance of convertible debentures.
Basis100 settled the entire $2,700,000 debt through the conversion of the debentures and issuance of 867,291
common shares. See “Basis100 Inc. — Consolidated Financial Statements — Notes to the Financial Statements —
Note 3d”.

LICENCE OF I-FORMATION™ FOR FINANCIAL SERVICESAND ACQUISITION OF RELATED ASSETS

On October 25, 1999, the Company acquired a business from Cebra for $2,525,918. The primary
asset of this business is software known as I-formation™ which electronically transfers the information required to
originate and qualify amortgage. The assets acquired included:

an exclusive ten year, renewable licence to use I-formation™ for Financial Servicesin Canadain connection
with certain specified lending products such as mortgage loans and other lending-related services including
mortgage default insurance, consumer and commercial loans and financial leases (collectively, the “Lending
Products™);

a non-exclusive licence to use I-formation™ for Financial Services in Canada in connection with revenues
from other parties associated with other financial products and services, including securities, mutual funds
and deposit certificates and stock and bonds activities (collectively, the “ Other Services’);

a non-exclusive licence to use I-formation™ for Financial Services in the United States in connection with

Lending Products and Other Services and in connection with revenues from other parties associated with
the Other Services,
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theright to use the I-formation™ trademark;
all existing contracts with customers; and
related software.

The purchase price included cash consideration of $1,250,000 and the issuance of 250,000 common
shares with an attributed value of $1,250,000 plus the costs of acquisition. Under the agreement, Cebrawas issued an
additional 222,222 common shares which the Company could redeem if the value of the shares achieved a certain
value within a specific time frame subsequent to their issuance. These shares were redeemed on December 21, 1999
for an aggregate consideration of $1.

The agreement provides for royalty payments to Cebra when the I-formation™ brand or the I-
formation™ technology is used based on the following:

Canadian revenues derived from providing I-formation™ service to Canadian based lenders;
Canadian revenues derived from providing servicesto related parties; and
[-formation™ United States-based revenues.
See “Basis100 Inc. — Consolidated Financial Statements — Notesto the Financial Statements— Note 3b”.
LICENCE OF I-FORMATION™ FOR INSURANCE AND ACQUISITION OF RELATED ASSETS

On October 25, 1999, the Company acquired a business from Cebra for $5,475,601. The assets
acquired included:

an exclusive perpetual licence to use I-formation™ for Insurance in North America in connection with
property and casualty insurance products;

an option to acquire an exclusive licence to use |-formation™ for Insurance in North Americain connection
with life and accident insurance products; and

fixed assets.

The purchase price included cash consideration of $1,000,000, the issuance of 550,000 common
shares with an attributed value of $4,200,000 plus acquisition costs of $275,601. Under the agreement, Cebra was
issued an additional 700,000 common shares which the Company could redeem if the value of the shares achieved a
certain value within a specific time frame subsequent to their issuance. On March 2, 2000 the Company redeemed the
700,000 common shares for an aggregate consideration of $1.

Under the purchase agreement, Cebrais to provide sales and marketing support. The Company is
obliged to pay aroyalty based on the I-formation™ for Insurance gross revenues to Cebrawhen the |-formation™ for
Insurance technology isused. The Company has an option to reduce the future royalty payments based on atiered
lump sum payment scale expiring October 25, 2002. See “Basis100 Inc. — Consolidated Financial Statements —
Notes to the Financial Statements— Note 3c”.

ACQUISITION OF ONLINE MORTGAGE EXPLORER INC.

Effective January 1, 1999, the Company purchased all of the issued and outstanding common
shares of e-Net Financial Services (Canada) Inc. and its subsidiaries, OME Inc. and 1203593 Ontario Inc., for atotal
purchase price of $3,623,485. OME Inc. possesses the licence to the rights for the Online M ortgage Explorer software
that enables individuals to apply for mortgages through a website. At the time of the purchase, the rights to the
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product in Canada and the United States had been licensed by OME Inc. to Cebra, a subsidiary of a major Canadian
financial institution. The purchase price for OME Inc. included cash consideration of $100,000 and the issuance of
1,750,000 common shares with an attributed value of $3,500,000, plus the costs of acquisition.

On August 9, 1999, the Company acquired the Canadian rights to the Online Mortgage Explorer
software for $450,000. Pursuant to the agreement, the Company acquired the exclusive rights for use of the software
in Canada and the website operating as www.themortgage.com The Company was also assigned the agreements
with mortgage lenders that offer mortgages on the website.

The Company issued 150,000 common shares with an attributed value of $450,000 as consideration.
Under the agreement, Cebra was issued an additional 75,000 common shares which the Company could redeem if the
value of the shares achieved a certain value within a specific time frame subsequent to their issuance. These 75,000
shares were redeemed on December 21, 1999 for an aggregate consideration of $1.

On October 25, 1999, the Company obtained the United States rights to the Online Mortgage
Explorer software for $463,064. Pursuant to the agreement, the Company obtained the exclusive rights for use of the
software in the United States, and was assigned:

an agreement with BCE Emergis Inc. which provides for BCE Emergis Inc. to market the Online Mortgage
Explorer software in the United States,

all technology built by Cebrato support the Online Mortgage Explorer technology in the United States; and

the agreements between the mortgage lenders that offer mortgages on the website operating as
www.multilender.com

The consideration of $463,064 included the issuance of 150,000 common shares with an attributed
value of $450,000 plus acquisition costs. Under the agreement, Cebrawas issued an additional 75,000 common shares
which the Company could redeem if the value of the shares achieved a certain value within a specific time frame
subsequent to their issuance. These 75,000 shares were redeemed for an aggregate consideration of $1 on
December 21, 1999.

Cebra owns, and is responsible for, the operation and maintenance of the website through an
agreement with BCE Emergis Inc. The Company is obliged to pay aroyalty to Cebrafor each funded mortgage that
originates on the website until March 31, 2001.

On October 25, 1999, the Company entered into an agreement to purchase 100 percent of the units
of a limited partnership for $1,103,661. The limited partnership’s sole asset was the software program known as
Online Mortgage Explorer. The purchase price included cash consideration of $65,000, the issuance of 200,000
common shares with an attributed value of $1,000,000, plus the costs of acquisition. See Basisl00 Inc. —
Consolidated Financial Statements— Notesto the Financial Statements— Note 3a".

LICENCE OF CERTAIN GENERAL ELECTRIC MORTGAGE INSURANCE CORPORATION SOFTWARE

On March 22, 2000, the Company entered into an agreement with GE pursuant to which the
Company acquired an exclusive five year Canadian licence (renewable on a non-exclusive basis) to use and sub-
license certain GE business rules and GE proprietary systems related to automated underwriting technology and data
in Canada. The exclusive nature of the licence is subject to certain restrictions, including reaching certain minimum
market share requirements. On April 4, 2000, the Company issued 500,000 common shares in partial consideration for
the licence. The Company is also obliged to pay certain ongoing royalties to GE by way of royalty payment for the
licence. The ongoing royalties are calculated as a percentage of the gross fee charged by the Company to its
customersthat is attributabl e to the use of the GE proprietary systems.
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CORPORATE STRUCTURE

Basis100 Inc. was amalgamated under the laws of the province of Ontario on October 25, 1999,
Basis100 Inc.’s head and principal office is at One Financial Place, P.O. Box 167, 1 Adelaide Street East, Suite 2505,
Toronto, Ontario, M5C 2V 9, Canada. The Company was founded as e-Net (Canada) Financial Services Ltd. (“e-Net”)
in October 16, 1998. On October 25, 1999, as part of a reverse take-over transaction, e-Net amalgamated with Autrex
Inc. to form the Company. Immediately prior to the amalgamation, the assets and liabilities of Autrex were transferred
to a wholly-owned subsidiary of Autrex and ownership of the subsidiary was transferred to the two major
shareholders of Autrex. None of the assets and liabilities of Autrex was assumed by Basis100. On April 3, 2000, the
Company filed articles of amendment to change its name from “Basis 100 Inc.” (with a space between “Basis’ and
“100") to “Basis100 Inc.” (with no space between “Basis’ and “100”).

The following chart illustrates the relationship of Basis100 to its principal subsidiaries and
indicates their respective jurisdictions of incorporation:

Basis100 Inc. 100%
(Ontario)
(operating company)
1203593 Ontario Inc.
100% 100% (Ontario)
eNet (Canada) Financid (holding company)
ServicesInc.
(Ontario)
(holding company) 100% of
preference
100% of shares
common
shares
Solimar.Net Online Mortgage Explorer Inc.
(California) (Ontario)
(operating company) (operating company)

The Company leases approximately 15,000 sguare feet in Toronto pursuant to lease agreements
expiring on February 28, 2001 and April 30, 2001. Solimar leases approximately 1,600 square feet of office space at
14841 Y orba Street, Suite 203, Tustin, Cdifornia. The lease expires on June 30, 2001.

MANAGEMENT’S DISCUSSION AND ANALYSISOF OPERATING RESULTS

The following discussion and analysis should be read in conjunction with the consolidated
financial statements of Basis100 and related notes for the financial periods described below.

BASIS100 INC.
Resultsfor the 12 Month Period Ending December 31, 1999

Revenues

For the 12 month period ending December 31, 1999, Basis100 redlized revenue of $2,183,700,
primarily from licensing fees related to the Online Mortgage Explorer software, fees from an operations and
management services agreement entered into with Shorcan and revenue generated from assets acquired and licensing
agreements entered into in 1999. While a few of the components of the 2Minute Mortgage™ exist today and are
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generating revenue as stand-alone components, the Company does not expect to derive significant additional
revenue through each of these components until 2001. The integration of the acquired technol ogies into the software
components that the Company is building from scratch is not expected to be fully completed until the latter part of
2000.

Expenses

Gross margin for the Company was $870,414, while cost of revenue amounted to $1,313,286, largely
attributable to variable costs associated with the Shorcan agreement. More than 2/3 of the operating costs of the
Company related to salaries and consulting, legal and professional fees. A large part of these costs reflect personnel
costs associated with the 2 Minute Mortgage™ technology build out and integration effort currently underway. For
the 2 Minute Mortgage™, 1999 was primarily a development year. After the Company completed its reverse takeover
in October, 1999, additional administrative staff were hired to handle the work associated with being a public
company, as well as to expand the infrastructure to enable the Company to aggressively pursue acquisition and
partnering opportunities.

There were a number of non-cash expenses in the period relating to depreciation, amortization,
write-offs of intangibles and the settlement of alegal claim over intellectual property. These expenses amounted to
$5,062,883, with approximately $1,500,000 relating to the technology intellectual property settlement and write down,
$1,000,000 relating to the cancellation of the Shorcan agreements and the remainder to depreciation and amortization
chargesrelated largely to acquisitions that are being amortized over threeto five years.

The net loss for the year amounted to $9,537,200 or aloss of $0.93 per share. Thisnet lossis after
amortization and depreciation charges of $2,546,419, an intangible write-off of $1,516,462 and the settlement of the
legal claim over the intellectual property of $1,000,002. The net loss prior to these charges was $4,803,757 or $0.47 per
share.

Because e-Net, one of the predecessor companies to Basis100, was established in October 1998,
the comparable figures for the prior year reflect a shorter period.

Liquidity and Capital Resources

As of December 31, 1999, Basis100 had current assets of $9,041,342, including $7,196,466 of cash
and accounts receivable of $1,325,276, of which approximately $600,000 represented GST receivables as a result of
GST which was paid pursuant to certain acquisitions late in the year. As of December 31, 1999, the Company had
“Restricted Cash” of $1,000,000 which was being held in escrow as security for a specific acquisition. Basis100 met
its obligations under this agreement and this money was returned to the Company subsequent to the year end. Total
assets for the Company amounted to $27,319,549.

Current liabilities at the end of 1999 amounted to $3,057,845. The Company had no long-term
liabilities, except for capital lease obligations in the amount of $121,771 and future income tax liabilities of $924,777
relating to the difference between accounting and tax values of the assets acquired in the current year acquisitions.
In October, 1999, the Company incurred a liability associated with an acquisition represented by $2,700,000 of
convertible debentures, however, over the remainder of the year, 100% of this debt was converted to common shares
of the Company. Shareholders' equity at December31l, 1999 was $23,215,156 representing share capital of
$33,072,731, and warrants of $2, less losses of $9,857,577 incurred since inception of the predecessor Company to
Basis100in 1998. During the 12 month period ended December 31, 1999, Basis100 raised equity capital of $15,892,000.

The Company hastax loss carryforwards of $8,900,000 at the end of 1999. These losses can be used
to reduce federal and provincial incometaxesin future years.

Subseguent to December 31, 1999, the Company raised $52,500,000 gross proceeds by way of a
special warrant financing and completed the acquisition of Solimar for approximately $37,000,000 (the total purchase
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price is subject to nominal contingent adjustment for working capital). It isthe Company’s current intent to pursue
an acquisition strategy to further establish Basis100's United States and global presence over the long-term. This
will likely require the raising of additional capital by way of offering equity securities. However, there can be no
assurance that funds will be available on terms acceptable to the Company. The form and availability of financing
will be dependent on a number of factorsincluding market conditions.

SOLIMAR.NET
Resultsfor the 12 Month Period Ending December 31, 1999

Overview

The following discussion and analysis for the year ended December 31, 1999 should be read in
conjunction with the financial statements and the notes to the financial statementsincluded in this prospectus, which
are in United States dollars and have been prepared in accordance with generally accepted accounting principlesin
the United States.

Solimar Inc. was incorporated under the laws of California on November 13, 1979. On October 18,
1999, Solimar Inc. changed its name to Solimar.Net. Solimar provides collateral risk assessment services to the
financial institutions sector in the United States of America. These services consist of a variety of automated
residential property valuation products accessed by customers via the Internet with delivery generally in less than
ten seconds.

Solimar launched its automated residential property valuation products in the third quarter of 1998.
The launch has contributed significantly to the operating results such that a year-over-year analysis of Solimar’s
operating results provides limited relevance.

Revenues

For the 12-month period ending December 31, 1999, Solimar reaized revenue of US$2,807,153
through a combination of unlimited and variable use contracts entered into with its customer base. Thisis ayear
over year improvement of US$2,342,523 on 1998 revenues of US$464,630 and represents a 500% growth in revenues
in thefirst full year of use of itsinternally developed proprietary software. Thisis due to the increasing acceptance
of electronic property valuation services by both commercial and consumer users across the United States. Quarterly
comparisons are of limited value, as the launch of Solimar’s key product did not occur until the third quarter of 1998.
In 1999 a number of initiatives had a direct impact on the revenue. Significant contracts signed in 1998 become
effective for 1999, which added US$570,000 to revenue. Further, Solimar hired a National Sales Manager in February
1999, which had an impact on the 1999 revenue.

Cost of Revenue

For each dollar increase in revenue, Solimar does not have any directly attributable variable cost
increase. Solimar supports the revenue streams with fixed costs such as technical and sales support and Internet
access, which broadly correlate with revenue.

Expenses

Solimar’s operationa expenses were US$2,373,456 for fiscal 1999 as compared to US$608,291
incurred inthe prior year. Thisincrease was due to the launch of Solimar’s product in the third quarter of 1998. Asa
result, the Company adopted a number of initiatives in 1999 to support the product launch, including adding
technical support staff, administrative staff and a marketing and sales group.



Approximately 55% of the 1999 operating costs of Solimar related to salaries and benefits. A 1999
non-recurring US$416,075 expense was charged to compensation on the issuance of stock options to employees
below existing market prices. 1999 salaries and benefits reflect the more than doubling of the number of employees
hired to sell and support the product launch, pension costs, and the fluctuations in the beneficial owner’s
compensation. The beneficial owner’s compensation was significantly higher in 1999 due to available cash flow and
the most advantageous treatment for tax purposes, as aresult of Solimar’s statusasan “S” Corporation.

Consulting, legal and professional fees were US$330,016 in 1999 as compared to US$61,901 in 1998.
This 433 percent increase was primarily attributable to alawsuit that was filed on September 30, 1998 relating to a sale
in 1996 of certain software, which was settled on September 30, 1999. These charges are not expected to recur.

Other operating expenses increased in 1999 as compared to 1998. The creation of a marketing and
sales group directly increased expenses in various categories including travel and accommodation, meals and
entertainment, and marketing, promotion and public relations. The first full year of operation of automated residential
property valuation products, increased the expenses in the facilities management and telephone, network and
Internet categories.

1999 depreciation of US$35,057 on computer hardware, software, and furniture and fixtures was
only slightly higher than the 1998 depreciation of US$30,576.

Net | ncome

Net income for the year was US$456,098 as compared to aloss of US$143,506 in 1998. In the prior
year, Solimar’'s loss of US$143,506 was a reflection of a year of construction, completion of internally developed
software and creation of a market for electronic property valuation that was accurate and accepted by consumersin
the United States. Solimar’sfocusin 1999 wasto build a static customer base and expand product market coverage.
Subsequent to December 31, 1999

On January 24, 2000, Solimar entered into an agreement to sell 100% of its outstanding common

shares to Basis100 in an al cash transaction valued at US$24,000,000 plus acquisition costs. On February 8, 2000,
this transaction was compl eted.

DESCRIPTION OF SHARE CAPITAL
Basis100 has an authorized share capital consisting of an unlimited number of common shares. As
at April 14, 2000, there were 22,758,996 common shares issued and outstanding as fully paid and non-assessable
shares. Thefollowing isasummary of the material provisions of the common shares.

Dividends

The holders of the common shares shall be entitled to receive dividends and when declared by the
board of directors of Basis100.

Participation in Assetson Dissolution

The holders of the common shares shall be entitled to receive the remaining property of the
Company upon dissolution.

Voting Rights

The holder of a common share shall be entitled to one vote for each common share held at any
meeting of shareholders of Basis100.
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Rightsto Acquire Common Shares

As at April 14, 2000, the following rights to acquire common shares of the Company are
outstanding:

5,000,000 Specia Warrants. See“Details of the Offering”;

125,000 Series A warrants (exercisable into common shares at an exercise price of $5.00 per common share
and expiring on October 25, 2001);

500,000 Series B warrants (exercisable into common shares at an exercise price of $8.00 per common share
and expiring on October 25, 2001);

20,000 options (exercisable into common shares at an exercise price of $8.10 per common share, of which
6,500 expire on January 13, 2001 and 13,500 expire on January 13, 2002);

17,356 broker warrants (exercisable into common shares at an exercise price of $2.00 per common share and
expiring on August 31, 2001); and

4,788,910 options (exercisable into common shares at an exercise price of between $3.00 to $24.00 per
common share and expiring between October 24, 2000 and April 3, 2005).

The Series A Warrants and Series B Warrants were issued as part of the settlement of an
outstanding claim with e-Net Global Financia Services Inc. (“Globa”). As part of the settlement, Basis100 received
from Global:

certain intellectual property rights and work product; and

termination of any potential obligation under its licence agreement and sub-licence agreement with Sanga
International Inc. which had been acquired by Global.

The Broker Warrants were issued to underwriters and agents pursuant to an offering of special

warrants by the Company on August 31, 1999. A total of 360,000 Broker Warrants were issued, of which 342,644 had
been exercised as at the date of this prospectus.
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The following table sets out the outstanding capital of the Company as at March 31, 2000:

Designation of Security Qutstandin
[¢]
asat
Mar. 31

Qutstandin Qutstandin 2000
Designation g as of a after giving
of Amount Dec. 31, asat effect to the
Security Authorized 1999%? Mar. 31, exer cise of
(audited) 2000® the Special

(unaudited) Warrants®“
)

(unaudited)

Shareholders’ Equity

SNAIES...cveieciece e common (unlimited) $33,072,731  $44,685,519  $94,463,019
(number) (22,223,841)  (22,258,996) (27,258,996)
DEfIC M. o (9,85(7),577) (9,85(7),777) (9,857,777)
1 1
Special Warrants attributable to this offering... — 49,767,500 —
WaITANTS......oovieiecee e 2 2 2
Total Shareholders’ Equity ... 23,215,156 84,595,444 84,595,444
Bank Indebtedness..........cccoveiieeiiciiiiiceeas $nil $nil $nil
Obligation Under Capital Lease - Long-term
portion®..........c..c...... 121,771 106,700 106,700
Total Capitalization $23,336,927 $84,702,144 $84,702,144
Notes:
@ As at December 31, 1999.
@ As at December 31, 1999, 3,266,370 options, 500,000 Series A warrants, 500,000 Series B warrants and 110,000 broker
warrants were outstanding.
@ After giving effect to the issuance of 5,000,000 common shares upon the exercise of the Special Warrants.
@ As at March 31, 2000, 4,788,410 options, 125,000 Series A warrants, 500,000 Series B warrants and 17,356 broker
warrants were outstanding.
® The amounts represent the principal portion of capitalized leases due after one year.

DIVIDEND RECORD

Neither the Company nor its predecessors has declared any dividends since their respective dates
of amalgamation and incorporation and the Company has no plans to declare any dividends for the foreseeable
future. The Company intends to retain future earnings to finance the development of its business. Any future
determination to pay dividends will be at the discretion of the Company’s board of directors and will depend upon
the Company’s results of operations, capital requirements and such other facts as the board of directors considers
relevant.

USE OF PROCEEDS

The net proceeds to the Company from the sale of the Specia Warrants, after deducting fees
payable to the Underwriters and the estimated expenses of the offering ($370,000) will be $49,767,500. See “Details of
the Offering”. The Company used the net proceeds from the offering to finance its acquisition of Solimar
($37,000,000) and intends to use the net proceeds of the offering for general corporate purposes ($12,767,500),
including to engage in research and development activities in connection with new products; to expand its direct
salesforce and its marketing activities; and the balance to acquire or invest in complementary businesses or products
and for working capital purposes. Pending such uses, the Company has invested the net proceeds of the offering in
short term, interest bearing, investment grade securities. Basis100 intends to use the funds available to it as stated in
this prospectus. There may be circumstances, however, where, for sound business reasons, a reallocation of funds
may be necessary.
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PRINCIPAL SHAREHOLDERS

To the knowledge of the Company, there are no persons or corporations that beneficially own,
directly or indirectly, or exercise control or direction over, 10% or more of the issued and outstanding common
shares.

As at March 31, 2000, the directors and senior officers of Basis100 beneficially owned, directly or
indirectly, asagroup, voting securities of Basis100 as follows:

Designation of Class Number Percentage of Class

common shares 1,743,019 7.8%
(approximately)

Voting Trust Agreement

Asof April 21, 1999, avoting trust agreement was entered into between the Company, Jason Smith,
Tony Humble, Tom Williams, Gary Bartholomew, David Campbell and QFG Holdings Limited whereby, up to and for a
period of two years from the time that the Company becomes a public company, the parties to the agreement (with the
exception of the Company) agree to vote their shares in favour of one nominee of each of Tony Humble and Jason
Smith as directors of the Company. Asat March 31, 2000, to the knowledge of the Company, a minimum of 2,485,319
common shares are committed to this voting trust agreement.

As of June 14, 1999, Tony Humble renounced the benefit of the voting trust agreement and agreed
to execute an agreement amending or replacing the voting trust agreement which will provide that for the period of
time stated in the voting trust agreement, that he will vote his shares of the Company for the election as Directors of
(i) one nominee of Jason Smith, and (ii) one nominee jointly designated by Jason Smith and Gary Bartholomew.
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DIRECTORS AND OFFICERS

The name, municipality of residence, positions with Basis100 and principal occupation of each of
the directors and officers of Basis100 are as follows:

Name and

Municipality of Residence

Gary Bartholomew®.................

Elora, Ontario

David Campbell ........cccoeereeueneee

Etobicoke, Ontario

Victor HUM ..o,

Toronto, Ontario

PatriciaNielsen.......cccocveeeeenene

Mississauga, Ontario

James Ozanne..........ccccoeeeeveens

Darien, New York, USA

Oakville, Ontario

Stephen Schrump.........ccoceeeeee.

Toronto, Ontario

Jason SMith?........oovveveeriren

Aurora, Ontario

lvan Wahl®D-@

Toronto, Ontario

Peter Wallace® @ ..o,

Toronto, Ontario

Notes:

Positions Held
with the Company

Chairman, Director and
Chief Executive Officer

Chief Financial Officer

Director

President,

Chief Operating Officer
Director

Vice President, Mergers &
Acquisitions and Operations
Chief Technology Officer
Executive Vice President, Retail

Business Development, Director

Director

Director

Date of Election
or Appointment

Principal Occupation

December 1998

December 1998

March 2000

February 2000

March 2000

July 1999®

July 1999®

January 1999

June 1999®

June 1999®

@ The audit committee is comprised of Gary Bartholomew, Ivan Wahl, and Peter Wallace.
@ The compensation, nomination and corporate governance committee is composed of Jason Smith, Ivan Wahl and Peter

Wallace.

®  Reflects date of election or appointment to e-Net.

Officer and Director of the

Company

Officer of the Company

Lawyer, Fraser Milner

Officer of the Company

Principal, Greenrange Partners

Officer of the Company

Officer of the Company

Officer and Director of the

Company

Vice Chairman, subsidiary of a
Canadian financial institution

Independent Consultant

The nature and extent of the experience of the directors and officers of Basis100 is asfollows:

Gary Bartholomew is currently a Director and Basis100's Chief Executive Officer and joined the
Company in November 1998. Mr. Bartholomew has spent the last ten years working with technology start-ups. Heis
the owner of CyberNorth Ventures, an investment and strategy consulting company. He has acted as a consultant to
such companies as IBM Canada, Hewlett Packard, Livingston International, International Verifact Inc. and othersin
the area of innovation planning and commercialization. He holds a Bachelor of Science in science and engineering

from the University of Waterloo.
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David Campbell is Basis100's Chief Financial Officer and joined the Company in November 1998.
Prior to joining Basis100, Mr. Campbell was with Working Ventures Canadian Fund Inc. for over four years. In June
1998, Mr. Campbell left Working Ventures for iGate Technologies Inc. of Waterloo, Ontario, where he assumed the
role of Chief Financial Officer and wasinvolved in business development. Mr. Campbell, along with iGate’ s President
and Chief Executive Officer, Gary Bartholomew, then negotiated and completed the sale of that company before
joining Basis100 as its Chief Financial Officer. Mr. Campbell completed his Honours Bachelor of Arts in Business
Administration (HBA) at the University of Western Ontario in 1990.

Victor Hum joined Basis100 as a director in March of 2000. Mr. Hum is currently a partner in the
corporate/securities group at Fraser Milner. He has 15 years experience in the practise of corporate law, with a
particular emphasisin the areas of mergers and acquisition, and corporate finance. Mr. Hum obtained his Bachelor of
Commerce degree from McMaster University in 1980 and Bachelor of Law from the University of Toronto in 1983. He
was called to the Bar of Ontario in 1985 and admitted to the Roll of Solicitorsin England and Walesin 1988.

Patricia Nielsen is Basis100's President and Chief Operating Officer and joined the Company in
January 2000. Prior to joining the Company, Ms. Nielsen joined GE Capital IT Solutions (“GECITS’) in 1994, where
she became its Chief Executive Officer and President before leaving in October 1999. Ms. Nielsen has also held
various senior management positions within GECITS, including Vice President of Services and Marketing. GECITSis
awholly-owned subsidiary of the General Electric group of companies. Ms. Nielsen has served on several advisory
boards with companies such as Compaq, IBM, Hewlett Packard and Toshiba. Ms. Nielsen has accepted numerous
awards including the GE Capital Pinnacle Winner and the CIO Excellence Award.

James Ozanne joined Basis100 as a director in March, 2000. Mr. Ozanne is currently the Vice
Chairman and Director of Financial Security Assurance Corp. (“FSA”), amunicipal bond and asset-backed guarantor
listed onthe New Y ork Stock Exchange. Mr. Ozanne serves as Chairman of the FSA board of director’s underwriting
committee and has been a strategic advisor to the Company since 1989. He is aso a principal with Greenrange
Partners, a venture capital and management buyout firm, which he founded in 1995. Recently, Mr. Ozanne served as
Chairman of Source One Mortgage Corporation, a non-bank mortgage originator, which was sold to Citibank
Mortgage in the spring of 1999. Prior to hisjoining Source One, he had been Chairman and Chief Executive Officer of
Nations Financial, the financial services business owned by US West, a position that he had held since 1989.

Peter Ross joined Basis100 in November 1998 and is Basisl00's Vice President, Mergers and
Acquisitions and Operations. His experience of over 20 years includes. Chief Operating Officer and President of
Ameri-Can Railway Systems, President and Chief Operating Officer, Internet Payment Processing, Vice President and
Chief Operating Officer of Marr Electric, Senior Vice President of Services and Corporate Secretary Voyageur
Insurance Company, Senior Vice President — Services, Selkirk Communications Ltd., Consultant — Partner, Price
Waterhouse and Director of Systems and Computer Services for Consolidated Bathurst. Mr. Ross' education
includes a Masters of Business Administration from McGill University and a Bachelor of Science from Sir George
Williams (Concordia).

Stephen Schrump is Basis100's Chief Technology Officer and joined the Company in June 1999.
Mr. Schrump has over 15 years of experience in building financial services and information technology platforms that
scale for large transaction volumes. His work experience includes: Vice President of Product Development, Necho
Systems Corp.; Director of Technology and Chief Technology Architect, Cebralnc., asubsidiary of amajor Canadian
chartered bank; and Senior Manager, Distributed Systems, of the Mastercard division of a major Canadian chartered
bank. His education includes a Bachelor of Science from Y ork University and he has written numerous publications
including atext, “Managing Trust in E-Commerce” and over 20 articles for Canadian Underwriter, Canadian Business
and The Journal of E-Commerce.

Jason Smith is a Director and Basis100's Executive Vice President, Retail Business Development
and joined the Company in January 1999. Jason was a founder and shareholder of OME Canada and has been a
consultant to mortgage brokers and financial institutions. Jason has worked closely with major financial institutions
in both Canada and the United States.
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Ivan Wahl joined Basis100 as an independent director in 1999. Mr. Wahl has been involved in the
financial services industry for over 30 years. Mr. Wahl was the founder and chairman of Firstline Trust Company
from 1985 to 1995 when the company was sold to a major Canadian financial institution. He obtained his Master of
Business Administration degree from Y ork University and is a Fellow of the Insurance Institute of Canada. Heisalso
a graduate of the Owners' and Presidents Management Course sponsored by the Harvard Business School.
Mr. Wahl currently is employed as Vice Chairman of a subsidiary of one of Canada’ slargest financial institutions.

Peter Wallace joined Basis100 as an independent director in 1999. Mr. Wallace held several senior
management positions including Chief Operating Officer of Walwyn Stodgell Cochran Murray and President of
Midland Wawyn. After leaving Midland Walwyn in 1995, Mr. Wallace co-founded Wallace Dewan and Partners, a
Toronto Stock Exchange and Investment Dealer Association member which was acquired as part of the newly-formed
Gordon Private Client. In 1997, amajor Canadian trust company purchased Mr. Wallace's shares in Gordon Private
Client and Mr. Wallace became Executive Vice President of Wealth Management and Chairman of its securities
subsidiary. In 1999, Mr. Wallace | eft the trust company to form his own consulting business. Mr. Wallace was also a
Governor of The Toronto Stock Exchange from 1993 to 1995. Mr. Wallace obtained his Masters of Business
Administration from the University of Western Ontario in 1978.

EXECUTIVE COMPENSATION

The table below sets forth information concerning the compensation paid by the Company to the
Chief Executive Officer and the four most highly compensated other executive officers of the Company (collectively,
the “Company Named Executive Officers’) with respect to services performed in such capacities during the financial
periods indicated. The table also sets forth information regarding the compensation paid by one of the Company’s
predecessor companies, Autrex, to its Chief Executive Officer for the financial years ended October 31, 1997 and 1998,
and the compensation paid by the Company’s other predecessor, e-Net, to its Chief Executive Officer and two other
most highly compensated executive officers for the period from its incorporation on October 16, 1998 until December
31, 1998.
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LONG-TERM COMPENSATION
All Other
ANNUAL COMPENSATION Awards Payout | Compensati
S on
Securities | Restricted
Other Under Shares or
Name and Annual Options/SA | Restricted LTIP
Principal Position Y ear Salary Bonus [Compensation Rs Share Units| Payout
%) %) R Granted %) s %)
(©)] $ $
Gary Bartholomew.............. 1999 60,000 (239,030 4,782 500,000 310,870 N/A 951,756
President and 1998 Nil Nil Nil 186,957 Nil N/A 364,854%?
Chief Executive Officer 1997 N/A N/A N/A N/A N/A N/A N/A
David Campbell ................... 1999 103,467 41,703 1,807 250,000 62,174 N/A 190,352
Chief Financial Officer 1998® | 12,000 Nil Nil 37,392 Nil N/A 111,972@
1997 N/A N/A N/A N/A N/A N/A N/A
Jason Smith..........ccceveeee 1999 109,500 83,138 10,930 422,330 465,000 Nil 248,750
Executive Vice President, 1998 N/A N/A N/A N/A N/A N/A N/A
Retail Financial Services 1997 N/A N/A N/A N/A N/A N/A N/A
Stephen Schrump................. 1999 73,692 21,422 3,321 250,000 Nil Nil Nil
Chief Technology Officer 1998 N/A N/A N/A N/A N/A N/A N/A
1997 N/A N/A N/A N/A N/A N/A N/A
Peter ROSS..........ccocvvviviennnns 1999 96,000 40,070 3,383 75,000 35,000 Nil 139,300
Vice President, 1998 | 11,000 4,000 Nil 70,000 Nil Nil Nil
Mergers and Acquisitions 1997 N/A N/A N/A N/A N/A N/A N/A
Barrie Rose™.........c.cccvevuneee 1999 Nil Nil Nil Nil Nil Nil Nil
Chairman and CEO 1998 Nil Nil Nil Nil Nil Nil Nil
Autrex Inc. 1997 Nil Nil Nil Nil Nil Nil Nil
Notes:
@ For the period from incorporation on October 16, 1998, to December 31, 1998. Some of the executive officers of the

Company were initially paid as consultants. All compensation is now paid as employment income.

@ Included in “All Other Compensation” are signing bonuses for Gary Bartholomew and David Campbell, paid to them to induce
them to join the Company.

®  Perquisites and personal benefits do not exceed the lesser of $10,000 and 10% of the total of annual salary and bonus for the
financial year.

@ Mr. Rose was Chairman and CEO of Autrex Inc., a predecessor of the Company.
October 1999.

His employment was terminated in

Basis100 and its subsidiaries paid aggregate remuneration of $2,422,403 in cash, shares and
benefits, during the financial year ended December 31, 1999 to officers of Basis100 who received in their capacity as
officers or employees of Basis100 and its subsidiaries aggregate remuneration in excess of $40,000 in such financial
year. Of thisamount, none was paid to former management.

Long-Term Incentive Plan
Basis100 does not presently have along-term incentive plan for its executive officers.

INDEBTEDNESS OF DIRECTORS, EXECUTIVE OFFICERS AND SENIOR OFFICERS

TABLE OF INDEBTEDNESS OF DIRECTORS,
EXECUTIVE OFFICERSAND SENIOR OFFICERS

Name and I nvolvement of Largest Amount Outstanding Amount Outstanding
Principal Position Issuer or Subsidiary During the 1999 Financial asat March 31, 2000
Year ®)
%)
Jason Smith Issuer 37,702 17,502



Executive Vice President, Retail Financial Services
COMPENSATION OF DIRECTORS

Up to and including December 31, 1999, no compensation was paid to directors and it is the
Company’s policy that non-independent directors will not be compensated to be directors. Independent directors
have been granted 25,000 options each as directors, plus 25,000 options each as consultants, all such options having
an exercise price of $3.00 per share. See “Executive Compensation — Stock Option Plan”. All directors are
reimbursed for out-of-pocket expenses reasonably incurred in connection with their duties to Basis100.

STOCK OPTION PLANS
New Plan

On March 30, 2000, the sharehol ders of Basis100 approved the adoption of a new stock option plan
(the “New Plan”) to replace the Corporation’s previous stock option plan, which provides for 6,837,524 common
sharesto beissuable.

Under the New Plan, Basis100 is able to issue options for the purchase of common shares to full
and part-time employees, officers and directors of Basis100 and consultants. In determining the number of common
shares subject to each option, consideration will be given to the individual’s present and potential contribution to
the success of the Company. The exercise price per share shall not be less than the closing price of the common
shares of Basis100 on The Toronto Stock Exchange on the day preceding the day the option is granted. Each option
will be for a maximum term of five years, be non-transferable and non-assignable and will be exercisable on terms to
be determined by the board of directorsin its discretion at the time the option is granted.

The maximum number of common shares reserved for issuance to any one optionee pursuant to
options granted by Basis100 under the New Plan will not exceed 5% of the total number of common shares
outstanding at the time of the grant (on anon-diluted basis).

Old Plan

The board of directors of e-Net, a predecessor corporation to Basis100, approved a stock option
plan (the “Old Plan”) on May 27, 1999, allowing for options to purchase a maximum of four million voting shares of
the Company to be issued (the “Voting Shares’). The Old Plan was ratified at Autrex’'s special meeting of
shareholders on October 25, 1999. Since the date of adoption of the Old Plan, Basis100 has issued the maximum
number of options available under the Old Plan, taking into consideration previously issued options that expired
unexercised or were cancelled.

OPTIONS TO PURCHASE SECURITIES
The following table sets out information concerning options granted between May 27, 1999 and

April 14, 2000 and is acomplete list of options that remained outstanding as of April 14, 2000. No stock appreciation
rights are outstanding and it is currently not intended that any be issued.
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Common

Date of Grant Exercise Price Shares under Expiry Date
Option

Company Named Executive Officersas a May 27, 1999 to $3.00 1,397,330 May 26, 2004 to
group (5intotal ) October 25, 1999 October 24, 2004
Directors and officers other than Company June 10, 1999 to  $3.00to $16.20 87,500 July 3, 2004 to
Named Executive Officers (3 in total) February 22, 2000 February 21, 2005
Others (103 in total) May 27, 1999 to $3.00to $24.00 3,304,080 October 24, 2000

April 4, 2000 to April 3, 2005

AGREEMENTS BETWEEN MANAGEMENT

Jason Smith has signed option agreements with each of Gary Bartholomew, David Campbell, and
Stephen Schrump (the “Option Recipients’) whereby Mr. Smith granted options to purchase 50,000 e-Net common
shares (now Basis100 common shares) on a contingent basis to each of the Option Recipients. The options may be
exercised if the relevant shares shall have been issued to Mr. Smith, the shares must be freely trading on at |east one
of certain stock exchanges, and the average trading price of the relevant shares over the previous five day trading
period shall be at least $5.00. The expiry date of each of the options granted is December 31, 2000.

Basis100 Stock Option Grants During M ost Recently
Completed Financial Year to Company Named Executive Officers

Number of % of Total Basis100 Exercise Market Value of
Securities Stock Options or Securities Underlying
Under Granted to Base Price  Basis100 Stock Options
Name Options Employeesin ($/Security)  on the Dateof Grant Expiry Date
Financial Year ($/Security)
Gary Bartholomew 500,000 15.2% $3.00 $2.00 August 16, 2004
Jason Smith 22,330 0.7% $3.00 $2.00 May 26, 2004
350,000 10.6% $3.00 $2.00 August 16, 2004
50,000 1.5% $3.00 $2.00 October 24, 2004
Stephen Schrump 80,000 2.4% $3.00 $2.00 June 20, 2004
170,000 5.2% $3.00 $2.00 August 31, 2004
David Campbell 250,000 7.6% $3.00 $2.00 August 16, 2004
Peter Ross 75,000 2.3% $3.00 $2.00 August 16, 2004

RIGHTS PLAN

On March 30, 2000, the shareholders of Basis100 ratified the adoption of a shareholder rights plan
(the “Rights Plan”). The effective date (the “Effective Date”) of the Rights Plan was February 21, 2000. The Rights
Plan will terminate on the earlier of the termination of the annual meeting of the shareholders of the Corporation in the
year 2003 and the date on which the rights issued pursuant to the Rights Plan (the “Rights”’) are redeemed by the
Board of Directors in accordance with the terms of the Rights Plan. On the Effective Date, one Right was issued and
attached to each outstanding common share.

Rights Exercise Privilege
The Rights will separate from the shares to which they are attached and will become exercisable at

the close of business (the “ Separation Time”) on the eighth trading day after the earlier of a person having acquired,
or the commencement, announcement or other date determined by the Board of Directors in respect of atake-over bid
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to acquire 20% or more of the Voting Shares of the Company, other than by an acquisition pursuant to a take-over
bid permitted by the Rights Plan (a“ Permitted Bid").

The acquisition of Beneficial Ownership (as defined in the Rights Plan) by any person (an
“Acquiring Person”), including others acting in concert, of 20% or more of the Voting Shares, other than by way of a
Permitted Bid, isreferred to as a“Flip-in Event”. Under the Rights Plan, there are certain exceptions to the definition
of an Acquiring Person, including (i) the Company or a subsidiary of the Company, (ii) a person (a “Grandfathered
Person”) who is the Beneficial Owner of 20% or more of the Voting Shares on the Effective Date of the Rights Plan,
(iii) a person who acquires 20% or more of the outstanding Voting Shares through, among other things, a share
redemption or a Permitted Bid, or (iv) an underwriter or selling group member during the course of a public
distribution. A Grandfathered Person will become an Acquiring Person in the event that such person subsequently
acquires additional Voting Shares as a result of which its Beneficial Ownership of Voting Shares increases by more
than 1% of the number of Voting Shares outstanding on the effective date of the Rights Plan, other than in
accordance with the Rights Plan. Any Rights held by an Acquiring Person on or after the earlier of the Separation
Time or the first date of public announcement by Basis100 or an Acquiring Person that an Acquiring Person has
become such, will become void upon the occurrence of aFlip-in Event.

Eight trading days after the occurrence of the Flip-in Event, each Right (other than those held by
the Acquiring Person) will permit the holder to purchase, for the exercise price of the Rights, common shares having a
value (based on the then prevailing market price) equal to twice the exercise price. The exercise price of the Rightswill
be equal to $300, subject to adjustments in accordance with the Rights Plan.
Permitted Bid Requirements

The requirements of a Permitted Bid include the following:

0] the take-over bid must be made by way of atake-over hid circular to all holders of Voting Shares,
other than the bidder;
(i) the take-over bid must not permit Voting Shares tendered pursuant to the take-over bid to be taken

up prior to the expiry of aperiod of not less than 60 days and only if at such time more than 50% of
the Voting Shares held by shareholders other than the bidder, its affiliates, associates and persons
acting jointly or in concert with the bidder (the “Independent Shareholders’) have been tendered
pursuant to the take-over bid and not withdrawn;

(iii) the take-over bid provides that Voting Shares may be deposited pursuant to the bid at any time
prior to the close of business on the date of first take up or payment and that any Voting Shares
deposited may be withdrawn until taken up and paid for; and

(iv) if more than 50% of the Voting Shares held by Independent Shareholders are tendered to the take-
over bid within the 60 day period, the bidder must make a public announcement of that fact and the
take-over bid must remain open for deposits of Voting Shares for an additional 10 business days
from the date of such public announcement.

The Rights Plan allows a competing Permitted Bid (a“ Competing Permitted Bid") to be made while
aPermitted Bid isin existence. A Competing Permitted Bid must satisfy all the requirements of a Permitted Bid except
that, provided it is outstanding for aminimum period of 21 days, it may expire on the same date as the Permitted Bid.
Waiver and Redemption

The board of directors may, prior to a Flip-in Event, waive the dilutive effects of the Rights Plan in

respect of a particular Flip-in Event. The prior consent of the holders of Voting Shares or the holders of the Rights
will be required for the board of directors to take such action except in the case of a take-over bid by take-over bid
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circular to al holders of Voting Shares. The board of directors may also waive the Rights Plan in respect of a
particular Flip-in Event that has occurred through inadvertence, provided that the Acquiring Person that

inadvertently triggered such Flip-in Event reduces its beneficial holdings to less than 20% of the outstanding Voting

Shares. At any time prior to the occurrence of a Flip-in Event, the board of directors may with the prior approval of

the holders of the Voting Shares or the Rights redeem all, but not less than all, of the outstanding Rights at a price of

$0.0001 each.

Supplements and Amendments

Basis100 is authorized to make amendments to the Rights Plan to correct any clerical or
typographical error or, subject to subsequent ratification by shareholders or Rights holders, to maintain the validity
of the Rights Plan as aresult of changesin law or regulation.

Pension Plans
Basis100 does not currently provide apension plan for its executive officers or employees.
Interestsof Insidersin Material Transactions

Since the commencement of Basis100's most recently completed financial year, no insider of
Basis100 and no associate or affiliate of any insider has, or has had, any material interest, direct or indirect, in any
transaction or in any proposed transaction, which has materially affected or would materially affect Basis100.

Management Contracts

Management functions of BasislO0 are substantially performed by directors and officers of
Basis100 and not, to any substantial degree, by other persons with whom Basis100 has contracted.

TERMINATION OF EMPLOYMENT, CHANGE IN RESPONSIBILITIESAND EMPLOYMENT CONTRACTS

On December 7, 1998, Gary Bartholomew executed an employment contract with e-Net. The
agreement provided for issuance of an aggregate of 434,783 common shares and an option to permit Mr. Bartholomew
to purchase an additional 114,493 common shares (at a price of $0.01 per share) and an equity bonus of 72,464 shares.
On September 10, 1999 the Board voted to fully vest these options and these options were exercised by Mr.
Bartholomew. The agreement may be terminated by mutual consent, or by written notice of the employer, or for
cause. Mr. Bartholomew has provided certain non-competition and non-solicitation covenants in the agreement. On
August 23, 1999, the Board approved an annual salary of $180,000 for Mr. Bartholomew plus an annual bonus of
$120,000 and granted an option to purchase 500,000 common shares (at $3.00 per share), vesting over three years.

On December 7, 1998, David Campbell executed an employment contract with e-Net. The agreement
provided for an issuance of an aggregate of 86,957 common shares and an option to permit Mr. Campbell to purchase
an additional 22,899 common shares (at a price of $0.01 per share) and an equity bonus of 14,493 shares. On
September 10, 1999 the Board voted to fully vest these options and these options were exercised. The agreement
may be terminated by mutual consent, or by written notice of the employer, or for cause. Mr. Campbell has provided
certain non-competition and non-solicitation covenants in the agreement. The Board on August 23, 1999 approved
an annual salary for Mr. Campbell of $120,000 with an annual bonus of $60,000 and granted an option to purchase
250,000 common shares (at an exercise price of $3.00 per share), vesting over three years.

On June 4, 1999, Stephen Schrump executed an employment contract with e-Net which provides for
abase salary of $120,000 per year (reviewable on an annual basis) plus an annual bonus of $42,000. The agreement
grants an option to permit Mr. Schrump to purchase 80,000 common shares (at an exercise price of $3.00 per share)
which vest in three periods, the final vesting period being June 4, 2002, provided Mr. Schrump is still an employee on
the vesting dates. The agreement may be terminated by mutual consent, or by written notice of the employer, or for
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cause. Mr. Schrump has provided certain non-competition and non-solicitation covenants in the agreement. The
Board on September 10, 1999 approved to increase Mr. Schrump’s base salary to $150,000 and his annual bonus to
$50,000. Histotal options were increased to 250,000 (at an exercise price of $3.00 per share) which vest over athree
year period.

In April, 1999, Peter Ross executed an employment contract effective November 23, 1998 with e-Net
which provided for a base salary of $96,000 per year (reviewable on an annual basis) plus a discretionary annual
bonus of $49,000. The agreement grants an option to permit Mr. Ross to purchase 70,000 common shares (at a price
of $0.01 per share). On September 10, 1999 the Board voted to fully vest these options. The agreement may be
terminated by mutual consent, or by written notice of the employer, or for cause. Mr. Ross has provided certain non-
competition and non-solicitation covenants in the agreement. On August 23, 1999 the Board approved a grant of
75,000 options for Peter Ross (at an exercise price of $3.00).

Effective January 1, 1999, Jason Smith entered into an employment contract with e-Net which
provided for an option to purchase 125,000 common shares (at an exercise price of $0.01 per share). On September 10,
1999, the Board voted to fully vest these options. On August 23, 1999, the Board approved an annual base salary for
Jason Smith of $148,500 with an annual bonus of $76,500 (based on performance targets). It approved atotal option
package of 350,000 options priced at $3.00, vesting over a three year period. The agreement may be terminated by
mutual consent, or by written notice of the employer, or for cause. Mr. Smith has provided certain non-competition
and non-solicitation covenants in the agreement.

On January 13, 2000, Patricia Nielsen executed an employment contract with Basis100 which
provides for a base salary of $200,000 per year (reviewable on an annual basis) plus a discretionary annual bonus of
$100,000. The agreement also granted Ms. Nielsen options to purchase up to 400,000 common shares of Basis100 at
an exercise price of $8.10 per common share. The options vest on several dates with the final vesting date being
January 13, 2003. Ms. Nielsen’s employment may be terminated for cause. Ms. Nielsen has agreed to the terms of
Basis100’s confidentiality and proprietary rights agreement.

LEGAL PROCEEDINGS

The Company is not currently a party to any material litigation proceedings involving the
Company, its business or its operations, except as discussed below. To the best of the knowledge of management of
the Company, no such material proceedings are pending or threatened, except as discussed bel ow.

Basis100 has received a statement of claim from Northern Bancorp Inc. dated March 7, 2000, which

the Company isin the process of defending. The claim by Northern Bancorp Inc. relates to an alleged entitlement to
300,000 sharesin Basis100.

PRIOR ISSUANCES

The following table sets out the details of all issuances of common shares during the period from
March 31, 1999 to October 24, 1999 for e-Net and for the period from October 25, 1999 to March 31, 2000 for Basis100:

Basisl00Inc.’s
December 31,
1999 Number of
Financial Common
Statement Note Shares Price per
Date of Issue Description of Transaction Reference | ssued Common Share
April 30, 1999 Payment for services Note 9(f) 45,000 -




Basis100Inc.’s

December 31,
1999 Number of
Financial Common
Statement Note Shares Price per
Date of Issue Description of Transaction Reference Issued Common Share
May 1, 1999 Licence of rightsto Shorcan Note 3(g) 250,000 4.00
Institutional Bond Trading System
software
August 9, 1999 Licence of Canadian rightsto Online | Note 3(a) 150,000 3.00
Mortgage Explorer software
August 20, 1999 Licence of rightsto Fixed Income Note 3(e) 100,000 200
intellectual property
September 10, 1999 Employee remuneration Note 9(d) 626,086 -
September 10, 1999 Exercise of stock options prior to Note 9(e) 732,551 0.01
October 1, 1999
October 1, 1999 Payment for services? 93,750 200
October 25, 1999 Autrex conversion — Amalgamation | Note 9(c) 900,000 -
December 17, 1999 Exercise of broker warrantsin 1999 Note 9(f) 250,000 2.00
October 25, 1999 Exercise of special warrantsin 1999” | Note 9(f) 8,233,500 190
October 25, 1999 Legal settlement Note 10 500,000 2.00
October 25, 1999 Payment for services® 50,000 -
October 26 to December Conversion of debentures Note 3(d) 867,291 3113
13,1999
October 25, 1999 Guarantee of value of sharesissued Note 3(a) 75,000 -
for Canadian rightsto Online
Mortgage Explorer software
December 21, 1999 Redemption of above-noted shares Note 3(a) (75,000) -
October 25, 1999 Licence of United Statesrightsto Note 3(a) 150,000 3.00
Online Mortgage Explorer software
October 25, 1999 Guarantee of value of sharesissued Note 3(a) 75,000 -
for United States rightsto Online
Mortgage Explorer software
December 21, 1999 Redemption of above-noted shares Note 3(a) (75,000) -
October 25, 1999 Online Mortgage Explorer software Note 3(a) 200,000 5.00
October 25, 1999 Licence of rightsto |-formation for Note 3(b) 250,000 5.00
Financial Services software
October 25, 1999 Guarantee of value of sharesissued Note 3(b) 222,222 -
for licence of rightsto I-formation for
Financial Services software
December 21, 1999 Redemption of above-noted shares Note 3(b) (222,222) -
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Basis100Inc.’s

December 31,
1999 Number of
Financial Common
Statement Note Shares Price per
Date of Issue Description of Transaction Reference Issued Common Share
October 25, 1999 Licence of rightsto I-formation for Note 3(c) 550,000 7.636
Insurance software
October 25, 1999 Guarantee of value of sharesissued Note 3(c) 700,000 -
for licence of rightsto I-formation for
Insurance software
March 2, 2000 Redemption of above-noted shares Note 3(c) (700,000) -
October 21, 1999 Asset purchase from Morty Systems | Note 3(d) 460,000 2.00
Inc.
October 25, 1999 Guarantee of value of sharesissued 75,000 -
for licence of rightsto Shorcan
Institutional Bond Trading System
software
December 21, 1999 Redemption of above-noted shares (75,000) -
December 3t0 20,1999 |Exercise of stock optionsin fourth Note 9(e) 32,330 3.00
quarter of 1999
January 1, 2000 Discrepancy related to Autrex 11 -
conversion®
January 13to March 2, [Exercise of broker warrantsin first 92,644 2.00
2000 quarter of 2000
February 2to March 15, [Exercise of Series A warrantsin first 375,000 5.00
2000 quarter of 2000
January 13to March 2, |Exercise of stock optionsin first 267,500 3.00
2000 quarter of 2000
Notes:

@ The special warrants were issued at $2.00 per share in 1998 and 1999. The price per common share reflects the
special warrant issue costs and the impact of the future tax benefit.
@ The Company issued shares at existing market pricein lieu of cash for professional services provided by Lehman

Brothers.

® On February 4, 1999, Basis100 entered into an agreement with Raymond Pecoskie (“ Pecoskie”) whereby Pecoskie
was engaged by the company on a best efforts basis to identify a suitable company with which e-Net might
amalgamate. Under the terms of this agreement and an amendment thereto dated September 9, 1999, Basis100
committed to issue 50,000 shares to Pecoskie, for no cash consideration, in the event that the merger with Autrex

Inc. was completed on or before December 31, 1999. The 50,000 shares were issued to Pecoskie.

@ A slight discrepancy in the actual number of Basis100 shares issued to previously Autrex shareholders

occurred.
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PRICE RANGE AND TRADING VOLUME OF COMMON SHARES
The common shares of the Company are quoted for trading on The Toronto Stock Exchange and
began trading on The Toronto Stock Exchange on October 28, 1999. The following table sets forth the price
quotations and the trading volume for the common shares for the periods indicated:

The Toronto Stock Exchange

Caendar Period Price Per Share Share Trading Volume
High Low

October 28, 1999 to October 31, 1999 $4.50 $2.25 737,451 shares
November 1, 1999 to November 30, 1999 7.40 275 5,817,664 shares
December 1, 1999 to December 31, 1999 8.00 490 3,484,428 shares
January 1, 2000 to January 31, 2000 19.20 6.50 10,923,144 shares
February 1, 2000 to February 29, 2000 23.25 1355 8,166,335 shares
March 1, 2000 to March 31, 2000 24.80 10.05 12,682,552 shares
April 1, 2000 to April 14, 2000 11.75 550 3,250,046 shares

On April 17, 2000, the closing price of the common shares on The Toronto Stock Exchange was $5.85.

ESCROWED SHARES

Pursuant to an escrow agreement dated October 25, 1999 between QFG Holdings Limited, Gary R.
Bartholomew, Jason Smith, David W. Campbell and Peter Ross (the “ Securityholders”), Equity Transfer Services Inc.,
Basis100 and The Toronto Stock Exchange, the Securityholders deposited share certificates representing an
aggregate of 1,748,045 common shares of Basis100 effective October 25, 1999. These shares will be released in three
separate tranches on each of the first, second and third anniversaries of October 25, 1999. To the knowledge of the
Company, the following shares are held in escrow as of April 14, 2000:

Number of Securities
Designation of Class held in escrow Per centage of Class

common shares 1,748,045 7.68%
DETAILSOF THE OFFERING

On February 1, 2000 (the “Closing Date"), the Company issued 5,000,000 Special Warrants at a
price of $10.50 per Special Warrant (the “Issue Price”) for aggregate gross proceeds of $52,500,000. The Special
Warrants were subscribed for by investors on a private placement basis as provided for in an underwriting agreement
(the “Underwriting Agreement”) dated February 1, 2000 between RBC Dominion Securities Inc., Griffiths McBurney
& Partners and Dundee Securities Corporation (collectively, the “Underwriters’) and the Company. Each Special
Warrant entitles the holder to receive, upon exercise and without additional payment, one common share, subject to
adjustment, at any time after February 1, 2000 and prior to 5:00 p.m. (Toronto time) on the first to occur (the “ Time of
Expiry”) of (i) the fifth business day after the date (the “Qualification Date”) on which areceipt for afinal prospectus
has been issued by the last of the securities commissions in each of Ontario, Quebec, Manitoba and British
Columbig; and (ii) February 1, 2001. If the Qualification Date has not been satisfied prior to 5:00 p.m. (Toronto time)
on May 31, 2000 (the “Qualification Deadline”), holders of Special Warrants shall be entitled to receive 1.1 common
sharesin lieu of one common share without payment of any additional consideration.

The Special Warrants were issued pursuant to the terms of a special warrant indenture dated
February 1, 2000 between the Company and CIBC Mellon Trust Company.

Pursuant to the terms of the Underwriting Agreement, the Underwriters received a commission
equal to 4.5% of the gross proceeds of the offering as afee for the private placement of the Special Warrants.
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A description of the provisions of the common shares is set out under “Description of Share
Capital”.

The common shares have not been and will not be registered under the United States Securities
Act of 1933, as amended, and, subject to certain exceptions, may not be sold in the United States.

DILUTION

The offering price of $10.50 for each common share exceeds by $8.43 the net tangible book value
attributable to each common share as at December 31, 1999, after giving effect to this offering. The dilution per share
isasfollows:

Offering price $10.50
Net tangible book value as at December 31, 1999 $6,519,054
Increase in net tangible book value attributable to this offering $49,767,500
Net tangible book value after this offering $56,286,544
Dilution to purchasers $343
Percentage of dilution in relation to the offering price 80.3%

RISK FACTORS

The following risk factors, as well as the other information contained in this prospectus, should be
considered carefully:

LIMITED OPERATING HISTORY; ANTICIPATED LOSSES

The Company effectively commenced operations in October 1998 through its predecessor
company, e-Net. Accordingly, the Company has only a limited operating history upon which an evaluation of the
Company and its prospects can be based. The Company accumulated net losses of approximately $9.9 million as of
December 31, 1999, primarily attributable to expenses related to the establishment of an e-commerce services
business. Although the Company anticipates increases in revenues, significant operating losses are anticipated for
at least the foreseeable future. These losses may be greater than anticipated or increase at a rate faster than
anticipated. To the extent that such expenses do not result in appropriate revenue increases, the Company’s long-
term viability may be materially and adversely affected.

A significant portion of the Company’s financial resources have been and will continue to be,
directed to the development of its e-commerce business, acquisitions and marketing activities. The success of the
Company will ultimately depend on its ability to generate cash from its on-line business, such that its development
and marketing activities may be financed by the gross margin from sales instead of external financing. Thereis no
assurance that the future expansion of the Company’s e-commerce business will be sufficient to raise the required
funds to continue the development of its e-commerce business and marketing activities.

SUCCESS OF BUSINESS PLAN

The Company anticipates incurring significant additional costs to fund the continued devel opment
of the Company’s software and increased marketing initiatives, additional strategic alliances and acquisitions,
continued development of enhancements to the Company’s on-line operations, technological and hardware
improvements.

The Company’s current revenue model depends heavily on revenue generated from mortgage

lenders and other third party participants in Canada and the United States participating in its network and paying
transaction fees as well as from licensing its software. The Company’s revenue model and profit potential are
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unproven. The Company must develop and market its on-line mortgage technology services and its appraisal
services to achieve broad market acceptance in a timely manner by both lenders and consumers. In addition, the
Company must attract a sufficient number of consumers with credit profilestargeted by itslenders. It is possible that
the Company will be required to further adapt its business model in response to additional changes in the on-line
mortgage market and mortgage technology demands, or if the Company’s current business model is not successful.
If the Company is not able to anticipate changes in the on-line lending market, if the Company’s technology
development is delayed, if current mortgage technology is not accepted or if the Company’s business model is not
successful, the Company may be unable to expand its business and the value of any investment in the Company’s
securities could be significantly reduced.

FLUCTUATIONSIN INTEREST RATES

Substantially all of the Company’s revenue is associated with mortgage procurement transactions
through the Company’s mortgage technology platform and automated appraisal services. During periods of rising
interest rates, slower growth or a decline in transaction, appraisal or mortgage revenue may occur. The Company
expects that as its business matures the Company will experience seasonal fluctuationsin its operating results due to
seasonal fluctuationsin consumer credit markets. Because of the Company’s limited operating history, it has not yet
been possible for it to assess the impact of seasonal effects on its business or the effects of a broad range of interest
rate environments.

POTENTIAL FLUCTUATIONSIN QUARTERLY RESULTS

The Company expects to experience significant fluctuations in future quarterly operating results
that may be caused by many factors, including the following:

the start-up nature of the Company and its limited operating history;

acquisitions;

the pace of development of the market for e-commerce;

changesin pricing policies by the Company or its competitors;

changesin the level of marketing and other operating expenses to support future growth;
seasonal trends;

competitive factors; and

general economic conditions.

Conseguently, the Company believes that period-to-period comparisons of its operating results will
not necessarily be meaningful and should not be relied upon as any indication of future performance. Itislikely that
the Company’s future quarterly operating results from time to time will not meet the expectations of securities
analysts or investors, which may have a material adverse effect on the market price of its common shares.

FUTURE CAPITAL NEEDS; UNCERTAINTY OF ADDITIONAL FINANCING

The Company currently anticipates that the net proceeds to the Company from the offering, after
deducting the cost of the acquisition, will be sufficient to meet its presently anticipated working capital and capital
expenditure regquirements over the next 12 months. However, the Company may need to raise additional funds in
order to support more rapid expansion, develop new or enhanced services and products, respond to competitive
pressures, acquire complementary businesses or technologies or take advantage of unanticipated opportunities. The
Company may be required to raise additional funds through public or private financing, strategic relationships or
other arrangements. There can be no assurance that such additional funding, if needed, will be available on terms
attractive to the Company, or at all. Furthermore, any additional equity financing may be dilutive to shareholders and
debt financing, if available, may involve restrictive covenants. |f additional funds are raised through the issuance of
equity securities, the percentage ownership of the shareholders of the Company will be reduced, shareholders may
experience additional dilution in net book value per share, or such equity securities may have rights, preferences or
privileges senior to those of the holders of the common shares. If adequate funds are not available on acceptable
terms the Company may be unable to develop or enhance its business, take advantage of future opportunity or
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respond to competitive pressures, any of which could have a material adverse effect on the Company’s business,
financial condition and operating results.

COMPETITION

Both the e-commerce market and the Company’s areas of business are highly competitive. The
Company competes with a wide variety of information technology firms and competes directly with providers of
technology solutions specifically for the mortgage industry. Increased competition may have a material adverse
effect on the Company’ s operating margins and could result in loss of market share and a diminished brand franchise,
which could have amaterial adverse impact on the Company’ s business, financial condition and operating results.

The Company believes that the primary competitive factors in e-commerce are: scalability and
flexibility of technology, ease of use, price, fulfilment speed, reliability, breadth of product line, price, brand
recognition, customer and technical support, and the ability to maintain customer relationships. Other factors that
will affect the Company’s success include the Company’s continued ability to attract experienced marketing,
technology, operations and managerial personnel. The Company’s commercial success will depend primarily upon
its ability to favourably address each of these factors.

In the business-to-business market, technology that competes with the Company’s 2 Minute
Mortgage™ or any of the modules comprising the 2 Minute Mortgage™, as well as the Company’s point of sale
services, may currently, or at any time in the future, have more attractive features and functionality. If lenders find
competitive products more attractive, the Company’s business, financial condition and operating results could be
materially adversely affected. In the Canadian marketplace, there is no assurance that more than one well-capitalized
Canadian mortgage technology company will be commercially successful over the long-term due to the concentration
of the industry.

The Company’ s business-to-consumer multi lender and single lender software operatesin a highly
competitive market in the United States, and less so in Canada. Since the introduction of e-commerce to the Internet,
the number of commercial websites competing for customers' attention has increased rapidly. The nature of the
Internet as an electronic marketplace (which may, among other things, facilitate competitive entry) may render it
inherently more price competitive than traditional business formats. The Company expects competition to intensify
in both the United States and Canada, which could have a material adverse effect on the Company’s business,
financial condition and operating results.

MANAGEMENT OF GROWTH

Recent rapid growth in all areas of the Company’ s business has placed, and is expected to continue
to place, a significant strain on the Company’s managerial, operational and technical resources. The Company
expects operating expenses and staffing levels to increase in the future. To manage its growth, the Company must
expand its operational and technical capabilities and manage its employee base while effectively administering
multiple relationships with various third parties, including affiliates. There can be no assurance that the Company
will be able to manage its expanding operations effectively. Any failure of the Company to implement cohesive
management and operating systems, add resources on a cost-effective basis or properly manage its expansion could
have a material adverse effect on the Company’ s business and results of operations.

ACQUISITIONS

The Company has acquired and proposes to acquire complementary businesses, technologies,
services or products. The completion of such transactions poses additional risks to the Company’s business. The
benefit to the Company of these acquisitionsis highly dependent on the Company’s ability to integrate the acquired
businesses and their technologies, employees and products into the Company. The Company has a limited history
of acquisitions and cannot be certain that it will successfully integrate the acquired businesses or that the
acquisitions will ultimately benefit the Company. Any failure to successfully integrate businesses or failure of the
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businesses to benefit the Company could have a material adverse effect on the Company’s business and results of
operations.

RISKSOF THE INTERNET ASA MEDIUM FOR COMMERCE

Use of the Internet by consumers, financial institutions and other financial services industry
participants, is at a relatively early stage of development, and market acceptance of the Internet as a medium for
commerce is subject to a high level of uncertainty. The Company’s future success will depend upon its ability to
significantly increase revenues, which will require the development and widespread acceptance of the Internet as a
medium for commerce. There can be no assurance that the Internet will be a successful retailing channel. The
Internet may not prove to be a viable commercial marketplace because of inadequate development of the necessary
infrastructure, such as reliable networks, or complementary services, such as high-speed modems and adequate
security procedures. The viability of the Internet or its viability for commerce may prove uncertain due to delaysin
the development and adoption of new standards and protocols (for example, the next generation Internet protocol) to
handle increased levels of Internet activity or due to increased government regulation or taxation. If use of the
Internet does not continue to grow, or if the necessary Internet infrastructure or complementary services are not
developed to effectively support growth that may occur, the Company’ s business could be materially and adversely
affected. In addition, the nature of the Internet as an electronic marketplace (which may, among other things,
facilitate competitive entry and comparison shopping) may render it inherently more price competitive than
conventional business formats, resulting in decreasing margins.

REGULATION OF THE INTERNET

To date, governmental regulations have not materially restricted the use of the Internet. However,
the legal and regulatory environment that pertains to the Internet may change. New laws and regulations, or new
interpretation of existing laws and regulations, could impact the Company directly by regulating its operations or
imposing additional taxes on the services it provides, which could have an adverse impact on the Company’ s results
and operations. These regulations could restrict the Company’s ability to provide its services or increase its cost of
doing business.

In addition, new laws could have an indirect impact on the Company by preventing its clients from
obtaining products and services over the Internet or slowing the growth of the Internet. New laws relating to sales
and other taxes, user privacy, pricing controls and consumer protection may dampen the growth of the Internet as a
communications and commercial medium. For example, a number of proposals have been made at the federal,
provincial, state and local levels and by foreign governments that could impose taxes on the on-line sales of goods
and services and other Internet activities. In addition, unfavourable judicial interpretation of existing laws, and the
adoption of new laws, regarding liability for libel and defamation and copyright, trademark and patent infringement,
consumer privacy, may extend to website owners. If these new laws decrease the acceptance of e-commerce and
other aspects of the Internet, the Company’s revenue growth and growth in demand for its services would be limited
and its business, results of operations and financial condition would be adversely affected.

ACCESS AND USE OF DATA

To date, on-line companies and companies in the financial services industry have had access to
data on consumers which could be used to provide input into credit decisions, property valuation analysis and other
credit decisions. There can be no assurance that more restrictive legislation regarding the accumulation and use of
consumer data will not be introduced. If so, the Company’s ability to carry on its business may be materially
adversely affected.

Solimar, one of the Company’s subsidiaries, relies on data obtained electronically from Lexis/Nexis.

If Lexis/Nexis ceased obtaining such data or failed to provide the Company with such data in a timely fashion, the
Company’ s ability to carry on its business may be materially adversely affected.
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In addition, the Company licenses data from third party vendorsfor certain applications. There can
be no assurance that such vendors will continue to supply such data to the Company which would materially
adversely affect the Company’s ability to carry on business.

RAPID TECHNOLOGICAL CHANGE

To remain competitive, the Company must continue to enhance and improve the responsiveness,
functionality and features of its technology and websites. The Internet and the e-commerce industry are
characterized by rapid technological change, changes in user and customer requirements and preferences, frequent
new product and service introductions embodying new technologies and the emergence of new industry standards
and practices that could render the Company’ s existing operations and proprietary technology and systems obsol ete.
The Company’s success will depend, in part, on its ability to license leading technologies useful in its business,
enhance its existing services, develop new services and technology that address the increasingly sophisticated and
varied needs of its existing and prospective customers and respond to technological advances and emerging
industry standards and practices on a cost-effective and timely basis. The development of Internet and other
proprietary technology entails significant technical, financial and businessrisks. There can be no assurance that the
Company will successfully implement new technologies or adapt its websites, proprietary technology and
transaction-processing systems to customer requirements or emerging industry standards. If the Company is unable
to adapt in a timely manner in response to changing market conditions or customer requirements for technical, legal
financial or other reasons, the Company’ s business could be materially adversely affected.

SECURITY RISKS

Despite the implementation of network security measures by the Company, similar to most of its
on-line competitors, its infrastructure is potentially vulnerable to computer break-ins and similar disruptive problems.
Concerns over Internet security has been, and could continue to be, a barrier to commercia activities requiring
consumers and businesses to send confidential information over the Internet. Computer viruses, break-ins or other
security problems could lead to misappropriation of proprietary information and interruptions, delays or cessation in
service to the Company’s clients. Moreover, until more comprehensive security technologies are developed, the
security and privacy concerns of existing and potential clients may inhibit the growth of the Internet as a medium for
commerce.

YEAR 2000 COMPLIANCE

Many currently installed computer systems and software products are coded to accept only two-
digit entries in the date code field. Beginning in the year 2000, these date code fields will need to accept four-digit
entries to distinguish 21st century dates from 20th century dates. This “Year 2000” issue potentially affects all
individuals and companies (including the Company, its customers, business partners, vendors, suppliers, service
providers and banks) using computer systems. The Company believes that all of its computer systems and
microprocessors are Y ear 2000 compliant. Although the change in year has occurred, there can be no assurance that
all aspects of the Y ear 2000 issue that may affect the Company, including those related to customers, suppliers or
third parties, will be resolved.

DEPENDENCE ON KEY PERSONNEL

The business of the Company is substantially dependent on the services and performance of
certain senior management personnel and other key employees. In particular, the Company is dependent upon the
services of Gary Bartholomew, David Campbell, Jason Smith, Stephen Schrump, Patricia Nielsen, Lawrence Hudack
and Peter Ross. The loss of their services could have a material adverse effect on the business of the Company.
While the Company maintains key person insurance, there can be no assurance that this insurance can be renewed or
maintained by the Company on favourable terms, if at all. Any inability of the Company to renew or maintain key
person insurance could have a material adverse effect on the business of the Company.



NEED TO ATTRACT AND RETAIN QUALIFIED PERSONNEL

The Company’ s success depends to a significant extent on its ability to identify, attract, hire, train
and retain qualified personnel. Competition for such personnel may be intense and there can be no assurance that
the Company will be successful in identifying, attracting, hiring, training and retaining such personnel in the future.
Due to the rapid expansion in Internet commerce, the competition for qualified personnel is particularly intense. If the
Company is unable to identify, attract, hire, train and retain qualified personnel in the future, such inability could
have amaterial adverse effect on the Company’s business, operating results and financial condition.

RISK OF SYSTEM FAILURE OR INADEQUACY

The Company’s operations are dependent on its ability to maintain its equipment in effective
working order and to protect its systems against damage from fire, natural disaster, power loss, telecommunications
failure or similar events. In addition, the growth of the Company’s customer base may strain or exceed the capacity
of its computer and telecommunications systems and lead to degradations in performance or systems failure. The
Company may in the future experience failure of its information systems which may result in decreased levels of
service delivery or interruptions in service to its customers. While the Company continually reviews and seeks to
upgrade its technical infrastructure and provides for certain system redundancies and backup power to limit the
likelihood of systems overload or failure, any damage, failure or delay that causes interruptions in the Company’s
operations could have a material and adverse effect on the Company’ s business.

In addition, some of the Company’s applications are hosted by third parties. Any failure on the
part of those third parties to maintain their equipment in good working order and to prevent system disruptions could
have amaterial and adverse effect on the Company’ s business.

BRAND RECOGNITION

If the Company fails to promote and maintain its brand successfully or incurs significant expenses
in promoting its brand and fails to generate a corresponding increase in revenue as a result of the Company’s
branding efforts, the Company’s business and the value of an investment in the Company’s securities could be
materialy adversely affected. The Company believes that continuing to build brand awareness of its services is
critical to achieving increased demand for its service. Brand recognition is a key differentiating factor among
providers of on-line mortgage services and the Company believes it will be increasingly important as competition
intensifies in the on-line mortgage market. In order to increase the Company’s brand awareness, it must succeed in
its marketing efforts, provide high-quality service and increase the number of consumers using its marketplace. |If
visitors to the Company’s websites do not perceive its services to be of high quality or if the Company alters or
modifies its existing service, introduces new services or enters into new business ventures that are not favourably
received, the value of its brand could be diluted, which could decrease the attractiveness of its service to consumers
and lenders.

ATTRACTING AND INTEGRATING LENDERS

The success of the Company’ s mortgage and appraisal technology depends on its ability to attract
and retain a comprehensive group of mortgage lenders to service consumer needs across a wide array of product
lines, consumer credit profiles and geographic locations. Integration of a mortgage lender into the Company’s on-
line marketplace requires a significant commitment of time and resources on the part of the mortgage lender and on
the Company’s part. Potential mortgage lenders may not be willing to invest the time and resources necessary to
achieve this integration and the Company may not have sufficient personnel to devote the time necessary to
successfully integrate mortgage lenders into its on-line marketplace. The failure to integrate could limit the variety of
products that the Company can offer to its existing customers, which, in turn, may be lost to other on-line
competitors. Any failure to attract or integrate lenders could have a material and adverse effect on the Company’s
business.



STRATEGIC RELATIONSHIPS

The Company depends on establishing and maintaining relationships with a large number of
lenders and other industry participants. Theloss of strategic relationships or the failure to establish additional ones
would materialy reduce the Company’s revenue. Basis100 has entered into a five year agreement with MCAP
Mortgage Corporation (“MCAP”) in respect of the development of one of its lead products. The agreement may be
terminated by MCAP for material breach, among other reasons. Any termination of this agreement could have a
material adverse effect on the Company’ s business, financial condition and operating results.

The Company also has strategic relationships with Lexis/Nexis, GE and Cebra. Any failure of the
Company to maintain these relationships could have a material adverse effect on the Company’s business, financial
condition and operating results.

There is intense competition for relationships with industry participants and the Company may
have to pay significant fees to establish additional relationships or maintain existing relationships in the future.
Additionally, the Company may be limited or restricted in the way it establishes and maintains relationships by
regulations generally applicable to the Company’s business. As aresult, the Company may be unable to enter into
relationships with these industry participants on commercially reasonable termsor at al. Even if the Company enters
into these relationships, they may not attract significant numbers of participants. |f the Company is unable to
establish or maintain strategic relationships, the Company’s business and the value of an investment in the
Company’ s securities could be materially adversely affected.

INTELLECTUAL PROPERTY

The Company may be subject to legal claims relating to its intellectual property, the content in its
websites or the downloading and distribution of such content. For example, persons may bring claims against the
Company if it does not obtain a licence to use the intellectual property displayed on its websites. Claims could also
involve matters such as defamation, invasion of privacy, and copyright or patent infringement. Providers of Internet
products and services have been sued in the past, sometimes successfully, based on the content of material on their
websites. In addition, some of the content the Company intends to provide on its websites will be drawn from data
compiled by other parties, including governmental and commercial sources. This data may have errors. If such
content is improperly used or if the Company supplies incorrect information, it could result in unexpected liability.
Any insurance the Company may obtain may not cover claims of this type, or may not provide sufficient coverage.
The Company’s business, financial condition and operating results could suffer a material adverse effect from costs
resulting from these claims.

Proprietary rights are important to the Company’s success and its competitive position. Although
the Company seeks to protect its proprietary rights, its actions may be inadequate to protect any trademarks and
other proprietary rights or to prevent others from claiming violations of their trademarks and other proprietary rights.
In addition, effective copyright and trademark protection may be unenforceable or limited in certain countries, and the
global nature of the Internet makes it impossible to control the ultimate designation of the Company’s work. Any of
these claims, with or without merit, could subject the Company to costly litigation and the diversion of the time and
attention of its technical management personnel. In addition, the Company licenses key components of its
intellectual property from third parties such as Cebraand GE. The loss of any of these licences could have a material
adverse effect on the Company’ s business, financial condition and operating results.

FLUCTUATIONSIN STOCK MARKET PRICES

The stock market in general has recently experienced and is still continuing to experience extreme
price and volume fluctuations. The market prices of technology companies, particularly internet-related companies,
have experienced fluctuations unrelated or disproportionate to the operating performance of those companies. These
broad market fluctuations could depress the market price of the Company’ s common shares.



LEGAL PROCEEDINGS

The Company is subject to certain legal proceedings. See “Legal Proceedings’. There can be no
assurance that the Company will succeed in such litigation and the outcome of the litigation may have a material
adverse effect on the Company’ sfinancial position and results of operations.

MATERIAL CONTRACTS

The following are the only material contracts, other than contracts entered into in the ordinary
course of business, which have been entered into by the Company within the past two years or which are proposed
to be entered into:

1 the Underwriting Agreement and Special Warrant Indenture referred to under “Plan of
Distribution”;
2. Amalgamation Agreement dated September 16, 1999 between e-Net and Autrex Inc. Under the

terms of the amalgamation agreement, Autrex shareholders received one common share for each
9.64 Autrex shares on a fully diluted basis. In addition, 300,000 Basis100 common shares were
issued from treasury to an intermediary. Minority Autrex shareholders received a total special
payment of $0.40 per share of Autrex held as of the close of business on October 19, 1999; and

3. Shareholder Rights Plan dated February 21, 2000.
Copies of these agreements may be examined at the head and principal office of Basis100 during

normal business hours during the course of distribution to the public of the common shares qualified by this
prospectus and for 30 days thereafter.

LEGAL MATTERS

Certain legal matters relating to the issue and sale of the common shares issuable upon the exercise
of the Special Warrants and qualified hereby will be passed upon on behalf of Basis100 by Torys and on behalf of
the Underwriters by Wildeboer Rand Thomson Apps & Dellelce, LLP.

Asof April 17, 2000, the partners and associates of Torys beneficially owned, directly or indirectly,
less than 1% of the outstanding common shares of the Company. Asof April 17, 2000, the partners and associates of

Wildeboer Rand Thomson Apps & Dellelce, LLP beneficially owned, directly or indirectly, less than 1% of the
outstanding common shares of the Company.

AUDITORS, TRANSFER AGENTS AND REGISTRARS

The auditors of Basisl00 are Deloitte & Touche LLP, BCE Place, 181 Bay Street, Suite 1400,
Toronto, Ontario M5J 2V 1, Canada.

The transfer agent and registrar for the common shares is CIBC Mellon Trust Company at its
principal officesin Toronto, Ontario.

PURCHASERS STATUTORY RIGHTS

Securities legislation in certain of the provinces of Canada provides purchasers with the right to
withdraw from an agreement to purchase securities within two business days after receipt or deemed receipt of a
prospectus and any amendment. In several of the provinces of Canada securities legislation further provides a
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purchaser with remedies of rescission or, in some jurisdictions, damages where the prospectus and any amendment
contains a misrepresentation or is not delivered to the purchaser, but such remedies must be exercised by the
purchaser within the time limit prescribed by the securities legislation of his or her province. The purchaser should
refer to the applicable provisions of the securities legislation of the purchaser’s province for the particulars of these
rights or consult with alegal adviser.

CONTRACTUAL RIGHT OF ACTION FOR RESCISSION

In the event that a holder of Special Warrants, who acquires common shares upon exercise of
Special Warrants as provided for in this Prospectus, is or becomes entitled under applicable securities legislation to
the remedy of rescission by reason of afinal Prospectus or any amendment thereto containing a misrepresentation,
such holder shall be entitled to rescission not only of the holder’s exercise of its Special Warrants but also of the
private placement transaction pursuant to which its Special Warrants were initially acquired and shall be entitled in
connection with such rescission to a full refund of all consideration paid by such holder on the acquisition of the
Special Warrants. In the event such holder is the permitted assignee of an interest of the original Special Warrant
subscriber, such permitted assignee shall be entitled to exercise the rights of rescission and refund granted hereunder
asif such permitted assignee were such original subscriber. The foregoing isin addition to any other right or remedy
available to a holder of Special Warrants under section 130 of the Securities Act (Ontario), equivalent provisions of
securities laws in the other provinces of Canada or otherwise at law.

The contractual rights of action for rescission provided in the foregoing paragraph are subject to
the defences, limitations (including time limitations) and other provisions described under section 130 of the
Securities Act (Ontario) and the equivalent provisions of any other applicable Canadian provincial securities
legislation.
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AUDITORS REPORT

Auditors Report

To the Directors of
Basis100 Inc.

We have audited the consolidated bal ance sheets of Basis100 Inc. (formerly e-Net Financial Services (Canada) Inc.)
as at December 31, 1999 and 1998 and the consolidated statements of operations and deficit and of cash flows for
the year ended December 31, 1999 and the period from the date of incorporation, October 16, 1998, to December 31,
1998. These consolidated financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

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

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position
of the Company as at December 31, 1999 and 1998 and the results of its operations and its cash flows for the year
ended December 31, 1999 and the period from the date of incorporation, October 16, 1998, to December 31, 1998 in
accordance with generally accepted accounting principlesin Canada.

Chartered Accountants

Toronto, Ontario
February 4, 2000
except for Note 17
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Consolidated Balance Sheets
ASAT DECEMBER 31

Notes 1999 1998
ASSETS
CURRENT
Cash 3(a) $ 7,196,466 $ 17574
Accounts receivable 4 1,325,276 31,066
Prepaid expenses and other current assets 384,994 —
Future income tax assets 11 134,606 4,048
9,041,342 52,688
INVESTMENTS 5 125,000 100,000
OTHER ASSETS 72,000 —
FIXED ASSETS 6 850,727 6,702
FUTURE INCOME TAX ASSETS 11 534,378 16,192
INTANGIBLES 7 16,696,102 516,462
$ 27,319,549 $ 692,044
LIABILITIES
CURRENT
Accounts payable and accrued ligbilities $ 2,637,520 $ 462,681
Future income tax ligbilities 11 335,608 —
Current portion of obligations under capital leases 8 84,717 —
3,057,845 462,681
FUTURE INCOME TAX LIABILITIES 11 924,777 —
OBLIGATIONS UNDER CAPITAL LEASES 8 121,771 —
4,104,393 462,681
SHAREHOLDERS EQUITY
Share capital 33,072,731 500
Warrants 9 2 549,240
Deficit (9,857,577) (320,377)
23,215,156 229,363
$ 27,319,549 $ 692,044
APPROVED BY THE BOARD
Gary Bartholomew Peter Wallace
Gary Bartholomew Peter Wallace
Chief Executive Officer and Director Director
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Consolidated Statements of Operationsand Deficit
PERIODS ENDED DECEMBER 31

Year ended Period from
Notes December 31, October 16
1999 to December 31,
1998
REVENUE $ 2,183,700 $ —
COST OF REVENUE 1,313,286 —
GROSS MARGIN 870,414 —
EXPENSES
Bank charges, interest and foreign exchange gains 37,316 1171
Consulting, legd and professiond fees 1,737,664 221,375
Facilities management 332,625 —
Genera and administrative 457,313 7,564
Marketing, promotions and public relations 391,161 —
Meals and entertainment 105,261 712
Occupancy 209,236 —
Salaries and benefits 2,109,644 81,983
Telephone, network and Internet 103,452 6,389
Travel and accommodation 190,499 —
5,674,171 319,14
LOSS BEFORE DEPRECIATION, AMORTIZATION 4,803,757 319,194
AND OTHER OPERATING EXPENSES
Depreciation and amortization 2,546,419 1,183
Write-off of intangibles 3(f)(9) 1,516,462 —
Settlement of lega clam 10 1,000,002 —
LOSS BEFORE INCOME TAXES 9,866,640 320,377
Income tax benefit 11 329,440 —
NET LOSS 9,537,200 320,377
DEFICIT AT BEGINNING OF PERIOD 320,377 —
DEFICIT AT END OF PERIOD $ 9,857,577 $ 320,377
LOS PER COMMON SHARE
Basic and fully diluted 12 $ 093 $ 0.06
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Statements of Cash Flows
PERIODS ENDED DECEMBER 31

Year ended Period from
Notes December 31, October 16
1999 to December 31,
1998
Cash flows from operating activities
Net loss for the period $ (9,537,200) $ (320377)
Adjustments for
Depreciation and amortization 2,546,419 1,183
Future income tax liahilities (329,440) —
Settlement of legal issue with share/warrants 1,000,002 —
Services paid with shares 187,500 —
Write-off intangible assets 1,516,462 —
(4,616,257) (319,194)
Changes in non-cash working capita
Increase (decrease) in accounts receivable (1,279,138) 4,434
Increase in prepaid expenses and other current (379,322) —
assets
Increase in accounts payable 1,840,711 427,181
Cash flows used in operating activities (4,434,006) 112421
Cash flows from investing activities
Purchase of fixed assets (652,352) (7,885)
Purchase of intangible assets (2,588,893) (616,462)
Purchase of investments (125,000) —
Cash flows used in investing activities (3,366,245) (624,347)
Cash flows from financing activities
Payment for capital transaction (314,655) —
Proceeds from issue of Special Warrants 15,892,000 575,000
Payments for issue of Special Warrants (1,168,961) (46,000)
Proceeds from issue of Common Shares 604,315 500
Repayment of obligations under capita leases (33,556) —
Cash flows from financing activities 14,979,143 529,500
Net increase in cash 7,178,892 17,574
Cash at beginning of period 17,574 —
Cash a end of period $ 7,196,466 $ 17,574
SUPPLEMENTARY CASH FLOW INFORMATION
Interest paid $ 35,379 $ —
Interest received 155,900 —

FB-6



Notesto the Consolidated Financial Statements
December 31, 1999 and 1998

1. DESCRIPTION OF BUSINESS

e-Net Financia Services (Canada) Inc. was incorporated under the laws of Ontario on October 16,
1998. On January 19, 1999, e-Net Financia Services (Canada) Inc. changed its name to e-Net
(Canada) Financial Services Ltd.

Basis100 Inc. (“Basis100” or the “Company”) was formed, through a reverse takeover, upon the
October 25, 1999 amagamation of e-Net (Canada) Financia Services Ltd. (“e-Net”) and Autrex
Inc. (“Autrex”), apublicly listed company on The Toronto Stock Exchange (“TSE”). The respective
shareholders and the TSE approved the transaction.

The Company builds network-centric technology applications and deploys them to creste eectronic
marketplaces that link participants within various financia services industry segments.

The Company’s successful completion of its development program, and its transtion to the
attainment of profitable operations, is ultimately dependent upon the Company’s ability to achieve
successful commercidization of its products and sales levels adequate to support the Company’s
cost structure. It is not possible at this time to predict with assurance the outcome of these
activities.

2.  SIGNIFICANT ACCOUNTING POLICIES

The accompanying consolidated financia statements are prepared in accordance with accounting
principles generaly accepted in Canada and reflect the following policies:

Principles of consolidation

These consolidated financia statements include the accounts of the Company and its wholly-owned
direct and indirect subsidiaries, e-Net Financial Services (Canada) Inc. (formerly known as Adelaide
Street International Inc.) and Online Mortgage Explorer Inc.

Fixed assets

Fixed assets are recorded at cost and are depreciated over their estimated useful lives using the
following methods and rates:

Furniture and fixtures 20% declining-balance

Computer hardware and software  30% declining-balance

Leasehold improvements Straight-line over the term of the leases
Equipment under capital leases Straight-line over estimated useful life
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Notesto the Consolidated Financial Statements
December 31, 1999 and 1998

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Intangibles

Intangibles include software, licences, rights and other items, which are recorded at their assigned
values. Amortization is calculated using the straight-line method over the estimated useful lives of
the assets, which range from three to five years. Intangibles are evauated in each reporting period
to determine if there were events or circumstances that would indicate the carrying amount is not
recoverable, based on expected future net cash flows from the use of the asset and its eventual
disposition. When future recoverability is not assured, the intangibles are written down to their
estimated net recoverable value.

Revenue recognition

The Company’s revenue is primarily transaction-based revenue derived from financial services
companies. Service revenue includes customer support and maintenance contracts, installation, and
software customization services. Revenues are recognized as services are performed. Royalty
revenue is derived from licensing agreements and is recognized as earned.

Research and development costs

Research costs are expensed as incurred. Development costs are expensed as incurred unless they
meet the criteria under generaly accepted accounting principles for deferrad and amortization.
Development costs incurred prior to the establishment of technological feasibility are expensed, as
they do not meet the criteria.  The Company reassesses the relevant criteria for deferral and
amortization at each reporting date.

I ncome taxes

Effective with the fourth quarter of the financial year ended December 31, 1999, the Company
adopted the new Canadian Ingtitute of Chartered Accountants standard for accounting for income
taxes. The new standard requires the use of the asset and liability method of accounting for the tax
effect of temporary differences between the carrying amount and the tax basis of the Company’s
assets and liabilities. Temporary differences arise when the redlization of an asset or the settlement
of a liability would give rise to either an increase or decrease in the Company’s income taxes
payable for the year or alater period.

Future income taxes are recorded at the income tax rates, which are expected to apply when the
future tax liability is settled or the future income tax asset is redlized. Vauation alowances are
established when necessary to reduce future income tax assets to the amount expected to be
realized. Income tax expense congists of the income taxes payable for the period and the change
during the period in future income tax assets and liabilities.

Previoudy, the Company followed the tax allocation method of accounting for income taxes, which
relates the provision for income taxes to the accounting income for the period. Using this method, a
provision is made for the deferred income taxes applicable to timing differences arising between
taxable income and income reported in the financia statements.
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Notesto the Consolidated Financial Statements
December 31, 1999 and 1998

SIGNIFICANT ACCOUNTING POLICIES (continued)

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the balance sheet date and the
reported amounts of revenues and expenses during the reporting period. Management has made
estimates for the recoverability of intangibles. Actua results may differ from such estimates.

3. ACQUISITIONS

a)

OME and related acquisitions

On January 1, 1999, the Company purchased al of the issued and outstanding common shares
of e-Net Financia Services (Canada) Inc. and its subsidiary, Online Mortgage Explorer Inc.
(“OME"), for atota purchase price of $3,623,485. OME owns the world-wide licence for the
Online Mortgage Explorer software that enables individuals to apply for mortgages through a
website. At the time of the purchase, the rights to the product in Canada and the United States
had been sold by OME to Cebra Inc. (“Cebra’), a subsidiary of Bank of Montrea. The
purchase price included cash consideration of $100,000 and the issuance of 1,750,000 common
shares with a value of $3,500,000, plus the costs of acquisition.

On August 9, 1999, the Company entered into an agreement with Cebra to purchase the
Canadian rights to the Online Mortgage Explorer software for $450,000. Pursuant to the
agreement, the Company acquired the exclusive rights for use of the software in Canada and
the website operating as www.themortgagecom  The Company was aso assigned the
agreements with mortgage lenders that offer mortgages on the website.

The Company issued 150,000 common shares valued at $450,000 as consideration. Under the
agreement, the Company guaranteed the value of the shares within a specific time frame
subsequent to their issuance and issued 75,000 additional shares as contingent consideration.
These shares were redeemed on December 21, 1999 once the guarantee price was met.

On October 25, 1999, the Company entered into an agreement with Cebra to purchase the
United States rights to the Online Mortgage Explorer software for $463,064. Pursuant to the
agreement, the Company purchased the exclusive rights for use of the software in the United
States, and was assigned: (i) the agreement with BCE Emergis Inc. (“Emergis’) which
provides for Emergis to market the Online Mortgage Explorer software in the United States;
(i) al technology built by Cebra to support the Online Mortgage Explorer technology in the
United States and (iii) the agreements between mortgage lenders that offer mortgages on the
website operating as www.multilender.com

The consideration of $463,064 included the issuance of 150,000 common shares valued at
$450,000 plus acquisition costs. Under the agreement, the Company guaranteed the value of
the shares within a specific time frame subsequent to their issuance and issued 75,000
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Notesto the Consolidated Financial Statements
December 31, 1999 and 1998

additional shares as contingent consideration. These shares were redeemed on December 21,
1999 once the guarantee price was met.
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Notesto the Consolidated Financial Statements
December 31, 1999 and 1998

3.

ACQUISITIONS (continued)

a)

OME and related acquisitions (continued)

Under the agreement, Cebra owns, and is responsible for, the operation and maintenance of the
website. The Company is obligated to pay a royalty to Cebra for each funded mortgage that
originates on the website until March 31, 2001.

On October 25, 1999, the Company entered into an agreement to purchase 100 percent of the
units of a limited partnership for $1,103,661. The limited partnership’'s sole asst is the
software program known as Online Mortgage Explorer. The purchase price included cash
consideration of $65,000, the issuance of 200,000 common shares with a vaue of $1,000,000,
plus the costs of acquisition.

Under the agreement, the Company provided certain guarantees to the vendor in connection
with the redization of the value assigned to the common shares during the period from
October 31 to December 31, 1999. The guarantees provided that the Company’s obligation
would not exceed $1 million. The Company deposited $1 million in escrow with a law firm as
security for the contingent liability. As at December 31, 1999, the guarantees had been met
and the Company was entitled to the funds deposited in escrow. The Company subsequently
received the funds on January 18, 2000.

The OME and related acquisitions described above were accounted for by the purchase
method under which the assets purchased and liabilities assumed were recorded at their fair
values with the excess of the purchase price over the fair value of net tangible assets acquired
allocated to intangible assets.

Assets and liabilities acquired were as follows:

Current assets (including cash overdraft of $6,722) $ 49,504
Fixed assets 14,173
63,677
Current liabilities 62,628
Future incometax liability 1,593,872
1,656,500
Net tangible liabilities acquired, at fair value (1,592,823)
Software 4,888,033
Customer contracts 2,145,000
Trade name 200,000
Purchase price $ 5,640,210
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Notesto the Consolidated Financial Statements
December 31, 1999 and 1998

3.

ACQUISITIONS (continued)

b)

|-formation for Financial Services

On October 25, 1999, the Company purchased a divison of Cebra for $2,525918. The
divison's primary asset is software, known as Hormation, that electronicaly transfers the
information required to originate and qualify a mortgage. The specific assets acquired included:
(i) an exclusive 10 year licence to operate |-formation for Financia Services in Canada in
connection with lending products, (ii) a non-exclusive licence to operate I-formation for
Financial Services in Canada in connection with revenues from other parties associated with
the lending products; (iii) a non-exclusive licence to operate |-formation for Financial Services
in the United States in connection with lending products and in connection with revenues from
other parties associated with the lending products, (iv) the right to use the I-formation
trademark; (v) al existing contracts with customers and (vi) related software.

The purchase price included cash consideration of $1,250,000 and the issuance of 250,000
common shares with a value of $1,250,000 plus the costs of acquisition. Under the agreement,
the Company guaranteed the value of the shares within a specific time frame subsequent to
their issuance and issued 222,222 additiona shares as contingent consideration. These shares
were redeemed on December 21, 1999 once the guarantee price was met.

The assets purchased were recorded at their fair values as follows:

Software licences $ 1,865,918
Customer contracts 660,000
Purchase price $ 2,525,918

The agreement provides for royalty payments to Cebra when the I-formation brand or the I-
formation technology is used based on the following:

)] Canadian revenues derived from providing I-formation service to Canadian based
lenders,

i) Canadian revenues derived from providing services to related parties,

iii) [-formation United States based revenues.

Minimum royalty payments payable in each of the ten years under licence agreements are
described in note 16 (b).

|-formation for Insurance

On October 25, 1999, the Company entered into an agreement to purchase a division of Cebra
for $5,475,601. The assets acquired included: (i) an exclusive licence, to continue for an
indefinite period and to operate I-formation for Insurance in North America in connection with
property and casuaty insurance products; (ii) an option to acquire an exclusive licence to
operate I-formation for Insurance in North America in connection with life and accident
insurance products and (iii) fixed assets.
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Notesto the Consolidated Financial Statements
December 31, 1999 and 1998

3.

ACQUISITIONS (continued)

c)

d)

[-formation for Insurance (continued)

The purchase price included cash consideration of $1,000,000, the issuance of 550,000 common
shares with a value of $4,200,000 plus acquisition costs of $275,601. Under the agreement, the
Company guaranteed the value of the shares within a specific time frame subsequent to their
issuance and issued 700,000 additiona shares as contingent consideration. These shares may
be redeemed subsequent to year end if the price guarantee is met. The Company has
determined that the price guarantee has been met and has initiated the procedures on
February 2, 2000 to have the shares redeemed:

The assets purchased were recorded at their fair values as follows:

Software licence $ 4,462,041
Customer contracts 825,000
Fixed assets 188,560
Purchase price $ 5,475,601

Under the agreement, Cebra is to provide sales and marketing support. The Company is
obligated to pay a royalty based on the I-formation for Insurance gross revenues to Cebra
when the I-formation for Insurance technology is used. The Company has an option to reduce
the future royalty payments based on a tiered lump sum payment scale expiring October 25,
2002.

Morty Systems Inc.

On August 6, 1999, the Company entered into an agreement with Morty Systems Inc. (*“MSI”)
to acquire for $250,000 an irrevocable option exercisable until January 31, 2000. The option
alows the Company to purchase substantialy al of the assets and assume substantially al of
the debt obligations of MS| and enter into an agency agreement whereby the Company shall be
the exclusive technology provider to MSI. The Company and MS| aso entered into an
agreement effective August 1, 1999 whereby Basis100 will provide certain technology services
to MSI up until the earlier of the date that Basis100 exercises the option or January 31, 2000.
MSl is a nationa supplier of technology to mortgage brokers to enable users to originate
mortgages with lenders electronically.

On October 24, 1999, the Company exercised the option for a total purchase price of
$3,934,000 (including the cost of the option). The purchase price included cash of $250,000,
the issuance of convertible debentures for the assumption of debts totaling $2,700,000 and the
issuance of 460,000 common shares at a vaue of $920,000 plus the costs of acquisition.

The assets and liabilities acquired were recorded at their fair values and included fixed assets
of $35,624, assumed debt of $2,700,000, software of $1,148,376 and customer contracts of
$2,750,000.
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Notesto the Consolidated Financial Statements
December 31, 1999 and 1998

d)

f)

Q)

ACQUISITIONS (continued)

Morty Systems Inc. (continued)

The agreement provided for Basis100 to settle the assumed debt through the issuance of
convertible debentures. MSI, using its best efforts, may receive or cause to have received
shares of Basis100 in lieu of cash for some or all of the assumed liabilities based on a weighted
average trading price over alimited period. Basis100 settled the entire $2,700,000 debt through
the conversion of the debentures and issuance of 867,291 common shares of the Company at a
weighted average price of $3.1131 per share.

Asset purchase

On August 20, 1999 Basis100 acquired specific business plans and intellectua property related
to establishing an dectronic, fixed income retail trading service for the financial community.
Tota consideration paid amounted to $200,000 through the issuance of 100,000 common shares
of the Company.

Sanga International Inc.

On December 1, 1998, Sanga Internationa Inc. (“Sanga’) granted the Company a sub-licence
in Canada to market and distribute certain of Sanga's products in the territory of Canada. In
addition, the Company has the right of first refusal for other territories throughout the world.
Under the terms of the agreement, the Company paid an initial services fee of $516,462 and
shall pay Sanga 50% of gross revenues from the distribution of the software.

The Company has terminated this agreement and written off the $516,462 carrying value of the
Sanga sub-licence as Sangais not in a position to produce a commercia product.

Shorcan Brokers Limited

In 1999, the Company entered into three agreements with Shorcan Brokers Limited
(“Shorcan”). On May 1, 1999, the Company and Shorcan entered into a licence and services
agreement whereby the Company licensed Shorcan's ingtitutional bond trading system. The
purchase price was 250,000 common shares of the Company a a guaranteed vaue of
$1,000,000. The shares were to be issued in four equal tranches of 62,500 shares, three issued
in 1999 and the fourth to be issued May 1, 2000. The release of the shares from escrow was
contingent upon the execution of specific conditions in the licence agreement. The expected
releases in 1999 occurred as per the terms of the agreement.

In addition, on May 1, 1999 the Company entered into an operations services agreement with
Shorcan in which the Company was to provide ongoing operations and management services to
Shorcan. Revenues from this agreement approximated 54% of the revenues and 71% of the
cost of sales of the Company for the year ended December 31, 1999.
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Notesto the Consolidated Financial Statements
December 31, 1999 and 1998

3.

ACQUISITIONS (continued)
g) Shorcan Brokers Limited (continued)

On December 24, 1999 the Company and Shorcan terminated their licence and services
agreement and the operations services agreement. The consideration for terminating the
licence and services agreement was the issuance of the final tranche of 62,500 shares held by
the Escrow Agent. There was no consideration given with respect to terminating the
operations services agreement.

As a result of the above transactions the Company has written off the $1,000,000 carrying
value of the Shorcan licence as the technology does not fit the Company’s plan.

ACCOUNTSRECEIVABLE

1999 1998
Trade receivables $ 445382 $ -
Other receivables 862,392 11,066
Advancesto related party (Note 13) 17,502 20,000

$ 1,325,276 $ 31,066

INVESTMENTS

The Company acquired, for $62,500, an option to subscribe for and purchase common shares in a
private company which would result in the Company holding a 15% fully diluted interest in the
private company. Furthermore, the Company acquired, for an additiona $62,500, an option to
subscribe for and purchase common shares in another private company which would result in the
Company holding a 15% fully diluted interest in the private company. The options for both
companies may be exercised at an option price of $1.00 each at any time prior to June 1, 2004. The
private companies are Ontario corporations founded to develop and market certain products and
publications within the mutua fund industry.

FIXED ASSETS
1999 1998
Accumulated  Net Book Accumulated Net Book
Cost Depreciation  Vdue Cost Depreciation Vaue

Furniture and $ 66,264 $ 10,346 $ 55918 $ 7,885 $ 1183 $ 6,702
fixtures

Computer 286,555 23,569 262,986 - - -
hardware
Computer 343,813 24,758 319,055 - - -
software
Leasehold
improvements 13,402 2,816 10,586 - - -
Equipment under
capital leases 240,044 37,862 202,182 - - -

F-B-15



Notesto the Consolidated Financial Statements
December 31, 1999 and 1998

$ 950,078 $ 99,3561 $ 850,727 $ 7,835 $ 1183 $ 6,702
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Notesto the Consolidated Financial Statements
December 31, 1999 and 1998

7. INTANGIBLES

1999 1998
Accumulated Net Book Accumulated  Net Book
Cost Amortization Value Cost Amortization  Vaue
Software $ 6,236,409 $ 1,406,371 $ 4,830,038 $ - $ - $ -
Software
licences 6,327,959 234,747 6,093,212 516,462 - 516,462
Customer
contracts 6,380,000 759,926 5,620,074 - - -
Trade name 200,000 47,222 152,778 - - -
$19,144368 $ 2,448,266 $ 16,696,102 $ 516462 $ - $ 516462

8. OBLIGATIONSUNDER CAPITAL LEASES

Capita lease obligations are secured by equipment and bear interest at rates between 10.1% and
39.8% per annum.

The following is a schedule of minimum |ease payments:

2000 $ 125,861
2001 83,674
2002 27,545
2003 20,674
2004 10,789
Tota minimum lease payments 268,543
Amount representing interest 62,055
206,488

Less. Current portion 84,717
$ 121,771

During the year ended December 31, 1999, interest on capita lease obligations was $19,062.
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Notesto the Consolidated Financial Statements
December 31, 1999 and 1998

0.

SHARE CAPITAL

a)

b)

d)

Authorized share capital
The Company is authorized to issue an unlimited number of common shares.

I ssued share capital

Shares Amount
Issued on incorporation — October 16, 1998 5,000,000 $ 500
I ssued as part of employment contracts — December 7, 1998 333,333 -
Balance at December 31, 1998 5,333,333 500
Issued as part of employee remuneration 626,086 -
Exercise of stock options 764,881 104,316
I ssued on amalgamation 900,000 -
Exercise of warrants 8,483,500 16,110,415
Issued for acquisition 4,932,222 12,970,000
Issued as part of legal settlement 500,000 1,000,000
I ssued as payment for services 188,750 187,500
I ssued on conversion of debentures 867,291 2,700,000
Shares redeemed (Notes 3(a) and 3(h)) (372,222) -
Balance at December 31, 1999 22,223,841 $ 33,072,731

Shares issued on amal gamation

As part of the business combination described in Note 1, 900,000 shares of the Company were
issued to Autrex shareholders. Shares issued relating to the amalgamation were valued at nil
dollars as the transaction was capital in nature. Effectively, no consideration was received as
Autrex had no identifiable assets or ligbilities a the time of the amalgamation.

Shares issued as part of employment contracts

On September 10, 1999, the Company removed the vesting requirements on 626,086 common
shares to be issued in connection with employment contracts. The shares were issued in
accordance with the contracts, as amended, on September 10, 1999.
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December 31, 1999 and 1998

9. SHARE CAPITAL (continued)

€)

Fixed price options
The Company has two fixed stock option plans.

Under the Initid Key Employee Stock Option Plan, the Company may grant options to its
employees as part of signed employment contracts. Options granted under this plan vest over
aperiod of three years. This option plan was closed in May 1999. On September 10, 1999, the
Company removed the previous vesting requirements on stock options granted prior to April 17,
1999. Stock options totaing 732,551 were exercised in the period at an option price of $0.01.
A summary of the Company’s Initial Key Employee Stock Option Plan as a December 31,
1999 and changes during the year ended are presented below:

Number of Exer cise
Initial Key Employee Stock Option Plan Options Price
Options granted as part of employment contracts 500,000 $ 0.01
Balance at December 31, 1998 (167,666 vested) 500,000 $ 0.01
Options granted as part of employment contracts 250,000 $ 0.01
Stock Optionsforfeited by former employees (17,449) $ 0.01
Options Exercised (732,551) $ 0.01

Balance at December 31, 1999 (plan closed) -

Under the 1999 Employee & Director Stock Option Plan, the Company may grant options to its
employees, consultants and directors for up to 4 million shares of common stock. Prior to the
Company becoming public, the exercise price was fixed at $3.00. Subsequent to the Company
becoming public, the exercise price of each option is the closing price of the Company’s stock
on the TSE on the day prior to the date of grant. The options expire in 2-5 years. Options
commence vesting a the time the employee or consultant commences employment or
consulting with the Company. Senior management stock options vest over a period of three
years and employees and consultants vest within 1-2 years. A summary of the status of the
Company’s 1999 Employee & Director Stock Option Plan as of December 31, 1999 and
changes during the year ended on December 31, 1999 are presented below:

Number Weighted Average
Employee & Director Stock Option Plan of Options Exercise Price
Balance as at December 31, 1998 - $ -
Options Granted to Employees and Consultants 3,148,700 $ 3.26
Options Granted to Outside Directors 150,000 $ 3.00
Exercised prior to December 31, 1999 (32,330 $ 300
Balance as at December 31, 1999 3,266,370 $ 325
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December 31, 1999 and 1998

0.

SHARE CAPITAL (continued)

€)

f)

Fixed price options (continued)

Number of Weighted Average
Employee & Director Stock Option Plan Options Exercise Price
Vested as at December 31, 1999 642,920 $ 3.37
Vested as at December 31, 2000 1,294,800 $ 3.30
Vested as at December 31, 2001 685,150 $ 3.30
Vested as at December 31, 2002 616,300 $ 3.00
Vested as at December 31, 2003 27,200 $ 3.00

3,266,370
Warrants — Special, Broker, Series A and Series B warrants

Number of
Special Warrants Warrants Amount
Issued November 19, 1998 287,500 $ 549,240
Balance at December 31, 1998 287,500 549,240
I ssued between January 1, 1999 and October 25, 1999 7,946,000 15,237,382

8,233,500 15,786,622
Mandatory conversion to common shares
on October 25, 1999 (8,233,500) (15,786,622)

Balance at December 31, 1999 - $ -

Number of
Other Warrants Warrants Amount
Balance at December 31, 1998 - $ -
Broker warrants — issued 360,000 -
Broker warrants — exercised (250,000) -
Broker warrants — outstanding at December 31, 1999 110,000 -
Series A warrants 500,000 1
Series B warrants 500,000 1
Balance at December 31, 1999 1,110,000 $ 2
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0.

SHARE CAPITAL (continued)

f)

Warrants — Special, Broker, Series A and Series B warrants (continued)

In April and May of 1999 the Company issued 1,946,000 specia warrants at $2.00 per warrant
net of tota issue costs of $121,320 including 45,000 common shares.

On August 31, 1999 the Compary issued 6,000,000 specia warrants at $2.00 per warrant net
of tota issue costs of $1,047,641. In addition, the Underwriters and Agents received 360,000
broker warrants at $2.00 per share exercisable until August 31, 2001. As at December 31,
1999 the Underwriters and Agents had exercised 250,000 of these warrants.

Special warrants are exchangeable for common shares of the Company on a one-for-one
basis. Conversion of special warrants is mandatory at the earlier of one year from the date of
issuance or the Company going public. On October 25, 1999 in conjunction with the company
going public al special warrants were converted into common shares of the Company.

Pursuant to the settlement of the legal clam (Note 10), the Company issued 500,000 non-
transferable Series A warrants and 500,000 non-transferable Series B Warrants. The Series A
may be converted to common shares of the Company on a one-for-one basis a a cost of $5.00
per common share exercisable until October 25, 2001. The SeriesB warrants may be
converted to common shares of the Company on a one-for-one basis at a cost of $8.00 per
common share exercisable until October 25, 2001. Asat December 31, 1999, no warrants had
been exercised.

10. SETTLEMENT OF LEGAL CLAIM

On October 25, 1999 the Company settled an outstanding claim with e-Net Global Financid Services
Inc. (“Globa”). As part of the settlement, Basis100 received from Globd: (i) certain intellectua
property rights and work product, and (ii) termination of any potentia obligation under its license

agreement and sub-licence agreement with Sanga International Inc. (Note 3(f)) which had been
acquired by Global. Total consideration amounted to $1,000,002. This amount includes the issuance
of 500,000 common shares of the Company, the issuance of 500,000 Series A warrants (Note 9(f))
and the issuance of 500,000 Series B warrants (Note 9(f)). The total consideration was charged to
income during the period.
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11. INCOME TAXES

The reconciliation of income taxes computed at the Canadian statutory tax rate to the Company’s
effective tax rate is as follows:

1999 1998
Loss before income taxes $9,866,640 $320,377
Combined basic federal and provincial rates 44% 44%
Income tax benefit based on statutory income tax rate 4,341,321 140,965
Increase (decrease) in income taxes resulting from:
Writedown of future incometax liabilities 333,488 -
Writedown of futureincome tax assets (4,048) -
Unrecorded future income tax assets relating to
non-capital loss carryforwards (3,924,960) (477,620)
Other (416,361) 336,655
Income tax benefit $ 329,440 $ -
1999 1998

Current Long-term Current Long-term
Future income tax assets

Warrant issue costs $ 134,606 $ 534378 $ 4,048 $ 16,192

Futureincometax liabilities
Fixed assetsandintangibles $ 335,608 $ 924777 $ - $ -

As of December 31, 1999, the Company has non-capitd losses of approximately $8,900,000

available to reduce future years income for tax purposes, the tax effect of which has not been
recorded in these financia statements.

If not utilized, these losses will expire asfollows:

2002 $ 17,000
2003 305,000
2004 678,000
2005 6,600,000
2006 1,300,000

$8,900,000
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12.

13.

14.

15.

EARNINGS PER SHARE

Earnings per share have been caculated on the basis of earnings divided by the weighted average
number of common shares outstanding. Fully diluted earnings per share information has not been
presented, as potential conversions are anti-dilutive.

RELATED PARTY TRANSACTIONS

Included in accounts payable and accrued liabilities is $ nil (1998 - $35,500) of advances from a
related party. Advances to/from related parties bear no interest, have no specific terms of
repayment and are unsecured.

FINANCIAL INSTRUMENTS
Fair value of financial instruments

The carrying value of the Company’s financial instruments, including cash, accounts receivable,
accounts payable and accrued liabilities and obligations under capital leases approximate fair value
due to their short-term nature. Investments are carried at cost. In the opinion of management, it is
not practicable within the congtraints of timeliness, cost or the availability of a consstent resde
market to determine the fair value of these financia assets with sufficient rdiability. Management
does, however, believe that the fair value of the investments approximate book value.

Credit risk

A substantial portion of the Company’s accounts receivable are with customers in the financia
ingtitution industry and are subject to normal industry credit risks.

SEGMENT INFORMATION

The Company currently operates in one industry segment, which is in the business of creating e
commerce partnerships through Internet-based transactions, which deliver diverse financial services
from organizations in the financial services sector to intermediaries and directly to the consumer.

Management is currently evauating the type of reporting they will be receiving on an ongoing basis

given the number of acquisitions, which occurred late in the fourth quarter of financial 1999, and
early in financial 2000.
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16. COMMITMENTS

a)

b)

Operating lease commitments

The Company has entered into a commitment for premises and equipment with minimum future
lease payments as follows:

2000 $ 702.924
2001 198.818
2002 7.016
2003 2.061
2004 2.061

$ 912,880

Royalty commitments

The Company has entered into an 10-year agreement, which contains minimum royalty
payment requirements to Cebra as follows:

2000 $ 205.000
2001 235.833
2002 270.833
2003 300.000
2004 300.000

_Thereafter  1,500.000
$ 2,811,666

17. SUBSEQUENT EVENTS

a)

b)

E*TRADE Canada

On January 13, 2000, the Company entered into a strategic alliance with EXTRADE Canada, a
service of Versus Brokerage Services Inc. that will enable consumers to qualify and apply on-
line for mortgages through E*TRADE Canada’s branded Internet site.  As part of the
transaction, Basis100 issued 20,000 non-transferable Purchase Warrants (Options) that may be
converted to common shares of the Company on a one-for-one basis a a cost of $8.10 per
common share. 6,500 vested on January 13, 2000, 6,500 vest on January 13, 2001 and the
remainder vest on January 13, 2002. These options expire one year after vesting.

Special warrants

On January 20, 2000, the Company announced that it had entered into an agreement under
which a syndicate of underwriters agreed to buy 5,000,000 Special Warrants at a price of
$10.50 each, for aggregate proceeds of Cdn$52,500,000, subject to regulatory approval. Each
Specia Warrant is exercisable for no additional consideration to acquire one common share of
Basis100, upon the occurrence of certain events and subject to adjustments. On February 1,
2000 this financing was compl eted.
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17. SUBSEQUENT EVENTS (continued)
c) Acquisition of Solimar.Net

On January 24, 2000, the Company announced an agreement to acquire 100% of the
outstanding common shares of Solimar.Net (“Solimar”) in an al cash transaction valued at
US$24 million plus acquisition costs. Solimar provides a number of collateral risk assessment
services through an automated residential property valuation system accessible via the Internet.

18. UNCERTAINTY DUE TO THE YEAR 2000 | SSUE

The Year 2000 Issue arises because many computerized systems use two digits rather than four to
identify a year. Date-sensitive systems may recognize the Year 2000 as 1900 or some other date,
resulting in errors when information using year 2000 dates is processed. In addition, smilar problems
may arise in some systems, which use certain dates in 1999 to represent something other than a
date. Although the change in year has occurred it is not possible to conclude that all aspects of the
Year 2000 issue that may affect the Company, including those related to customers, suppliers or
third parties, will be resolved.

19. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the presentation adopted in the
current period.
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Financial Satements of

SOLIMAR.NET

December 31, 1999 and 1998

Prepared in accordance with accounting principles generally accepted in the
United States.
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AUDITORS REPORT

To the Shareholders of
Solimar.Net

We have audited the accompanying balance sheets of Solimar.Net as of December 31, 1999 and 1998 and the
related statements of operations and retained earnings (deficit) and cash flows for each of the three years in the
period ended December 31, 1999. These financial statements are the responsibility of the Company’s management.
Our responsibility isto express an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in al materia respects, the financial
position of the Company as of December 31, 1999 and 1998, and the results of its operations and its cash flows for

each of the three years in the period ended December 31, 1999, in conformity with accounting principles generally
accepted in the United States.

Chartered Accountants

Toronto, Ontario
March 17, 2000
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SOLIMAR.NET

Balance Sheets
Asof December 31
(U.S. dallars)
1999 1998
ASSETS
CURRENT
Cash and cash equivalents $ 689,495 $ 309462
Accounts receivable (Note 3) 759,093 128,806
Prepaid expenses and other 121,851 4814
1,570,439 443,082
FIXED ASSETS (Note 4) 134,009 85,130
DUE FROM RELATED PARTY (Noteb) 5,639 -
$ 1,710,087 $ 528212
LIABILITIES
CURRENT
Accounts payable $ 96,826 $ 91,772
Accrued liabilities 72,298 17,505
Pension contribution payable (Note 9) 213,297 149,514
Related party loan (Note 5) - 13,700
Deferred revenue 615,000 335,480
997,421 607,971
DUE TO RELATED PARTY (Note5) - 38,829
997,421 646,800
COMMITMENTS (Note 11)
SHAREHOLDERS EQUITY
Common stock, no par value; shares authorized — 3,500 3,500
10,000,000; issued and outstanding - 7,000,000
at 1999 and 1998
ADDITIONAL PAID-IN CAPITAL (Note6) 416,075 -
RETAINED EARNINGS (DEFICIT) 293,091 (122,088)
712,666 (118,588)
$ 1,710,087 $ 528212

APPROVED BY THE BOARD

Gary Bartholomew

Gary Bartholomew
Chief Executive Officer and Director

Peter Wallace

Peter Wallace
Director



SOLIMAR.NET

Statements of Operations and Retained Ear nings (Deficit)

For theyearsended December 31

(U.S. dallars)

1999 1998 1997
REVENUE $ 2,807,153 464630 $ 161,206
EXPENSES

Salaries and benefits 1,120,189 236,777 311,281

Stock option compensation expense (Note 6) 416,075 - -

Consulting, legal and professional fees 330,016 61,901 74,651

Facilities management 151,012 50,000 3518

General and administrative 78,154 100,189 45,204

Marketing, promotion and public relations 76,291 14,300 2,166

Telephone, network and internet 45,107 28,672 9,306

Occupancy 41,941 37,906 29,979

Travel and accommodations 33,674 4,034 2,980

Bad debts 33,544 38,172 -

Meals and entertainment 12,396 5,764 6,075

Depreciation 35,057 30,576 26,130

2,373,456 608,291 511,290
EARNINGS (LOSS) BEFORE INTEREST INCOME 433,697 (143,661) (350,084)
INTEREST INCOME 23,201 955 5,562
INCOME (LOSS) BEFORE INCOME TAXES 456,898 (142,706) (344,522)
INCOME TAXES (Note 8) 800 800 800
NET INCOME (LOSS) FOR THE YEAR 456,098 (143,506) (345,322
RETAINED EARNINGS (DEFICIT),

BEGINNING OF YEAR (122,088) 21,418 432,695
DIVIDENDS (40,919) - (65,955)
RETAINED EARNINGS (DEFICIT),

END OF YEAR $ 293,091 (122,088) $ 21418
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SOLIMAR.NET
Statements of Cash Flows

For theyearsended December 31
(U.S. dallars)

1999 1998 1997
CASH FLOWS FROM OPERATING ACTIVITIES
Net income (loss) for the year $ 456,098 (143506) $ (345322
Adjustments for
Depreciation 35,057 30,576 26,130
Stock option compensation expense 416,075 - -
L oss on disposal of fixed assets - - 449
907,230 (112,930) (318,743)
Changes in non-cash working capital
Accounts receivable (630,287) (74,378) 3,607
Deferred revenue 279,520 333,519 1,961
Prepaid expenses and other (117,037) (55) 3,895
Accounts payable 5,054 85,464 225
Accrued liabilities 54,793 10,555 (242
Pension contribution payable 63,783 14,821 32,600
563,056 256,996 (276,697)
CASH FLOWSFROM INVESTING ACTIVITIES
Purchase of fixed assets (83,936) (28,770) (46,267)
Proceeds on disposal of fixed assets - - 1,185
(83,936) (28,770) (45,082
CASH FLOWSFROM FINANCING ACTIVITIES
Proceeds from related parties - 60,569 20,699
Payments to related parties (Note 5) (44,468) (1,585) (40,971)
Repayments of automobile loan - - (5,649
Proceeds (payments) of related party loans (13,700) 13,700 -
Dividends (40,919) - -
(99,087) 72,684 (25,921)
NET INCREASE (DECREASE) IN CASH 380,033 300,910 (347,700)
CASH AND CASH EQUIVALENTS
Beginning of year 309,462 8,552 356,252
End of year $ 689,495 309462 $ 8,552
Supplemental disclosures of cash flow information
Cash paid during the year for interest $ 772 80 $ 198
Cash paid during the year for income taxes $ 800 800 $ 810
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SOLIMAR.NET

Notesto the Financial Statements

December 31, 1999 and 1998
(U.S. dollars)

1.

DESCRIPTION OF BUSINESS

Solimar Inc. was incorporated under the laws of California on November 13, 1979. On October 18,
1999, the Board of Directors approved an amendment to the articles of incorporation to change the
Company’s name to Solimar.Net (“ Solimar” or the “ Company”).

The Company provides collateral risk assessment services to the financia ingtitutions sector. These
services consist of a variety of automated residentia property valuation products accessed by
customers via the Internet.

SIGNIFICANT ACCOUNTING POLICIES
Generally accepted accounting principles

These financia statements have been prepared in accordance with accounting principles generally
accepted in the United States.

Cash equivalents

The Company considers investments with a maturity of three months or less when purchased to be
cash equivaents. As of December 31, 1999 and 1998 the Company’s cash equivalents were
comprised of money market funds. The Company’s cash and cash equivaents are subject to
potential credit risk.

Fixed assets

Fixed assets are recorded at cost and are depreciated over their estimated useful lives using the
following methods and rates:

Furniture and fixtures 20% Declining balance
Computer hardware and software 30% Declining balance
Automobiles Straight-line over 5 years

Revenue recognition and deferred revenue

Revenue is recognized ratably over the term of the contract or as services are provided to customers.
Amounts billed in advance are recorded as deferred revenue on the balance shest.
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SOLIMAR.NET

Notesto the Financial Statements

December 31, 1999 and 1998
(U.S. dollars)

2.

SIGNIFICANT ACCOUNTING POLICIES (continued)
Research and devel opment costs

The Company follows Statement of Position (“SOP”) 98-1 “Accounting for the Costs of Computer
Software Developed or Obtained for Internal Use.” This standard requires that certain costs related
to the development or purchase of internal-use software be capitaized and amortized over the
estimated useful life of the software. This SOP aso requires that costs related to the preliminary
project, data conversion and post-implementation/operation stages of an internal-use computer
software development project be expensed as incurred. SOP 98-1 is effective for fiscal years
beginning after December 15, 1998. In accordance with this requirement, the Company adopted
SOP 98-1 on January 1, 1999. For the 1999 fiscal year the Company’s software developed for
internal use was in the post-implementation/operation stage and as such al software costs were
maintenance costs and were charged to expense as incurred. Prior to this time the Company
followed industry practice and expensed all research and devel opment costs as incurred.

Stock-based compensation

The Company follows the provisions of Accounting Principles Board Opinion (“APB”) No. 25,
which requires compensation expense for stock-based employee compensation to be measured
based on the difference, if any, between the market price of the stock at the date stock options are
granted and the amount an employee must pay to acquire the stock.

I ncome taxes

The Company follows the provisions of Statement of Financia Accounting Standards (“SFAS’) No.
109, “Accounting for Income Taxes’ which require an asset and liability approach to financial
accounting for income taxes.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles
reguires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the balance sheet date and the
reported amounts of revenues and expenses during the reporting period. Actual results may differ
from such estimates.

Recent accounting pronouncements

In June 1998, the FASB issued SFAS No. 133. “Accounting for Derivative Instruments and Hedging
Activities,” which the Company is required to adopt effective in its fiscal year 2001. SFAS No. 133
will require the Company to record al derivatives on the balance sheet at fair value. The Company
does not currently engage in hedging activities but will continue to evaluate the effects of adopting
SFAS No. 133.
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SOLIMAR.NET

Notesto the Financial Statements

December 31, 1999 and 1998
(U.S. dollars)

3. ACCOUNTSRECEIVABLE

1999 1998
Trade accounts receivable $ 781,406 $ 154337
Less: Allowance for doubtful accounts (38,172) (35,940)
743,234 118,397
Employee advances, non-interest bearing 15,859 10,409
$ 759,093 $ 128806
4, FIXED ASSETS
1999 1998
Accumulated  Net Book Accumulated  Net Book
Cost Depreciation  Value Cost Depreciation  Vaue
Furniture and fixtures $ 33,704 $ 13,614 $ 20,090 $ 26960 $ 10177 $ 16,783
Computer hardware 199,747 86,472 113,275 122,816 54,879 67,937
Computer software 670 26 644 410 - 410
Automobiles - - - 19,993 19,993 -
$234,121 $100,112 $ 134,009 $ 170179 $ 85049 $ 85130

5. RELATED PARTY TRANSACTIONS

The related party loan represents an amount owing to a family member of an indirect shareholder.
The balance payable as of December 31, 1998 carried an interest rate of 8% per annum and was

repaid during 1999 when it became due.

The amounts due to/from related party, are amounts due to/from an indirect shareholder of the
Company, bear no interest, have no specific terms of repayment and are unsecured.

In 1997 the Company reduced the amount owing from the related party by the amount of the

dividend paid in that year.
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SOLIMAR.NET

Notesto the Financial Statements
December 31, 1999 and 1998
(U.S. dollars)

6.

STOCK INCENTIVE PLANS

On November 26, 1999 the Company granted 50,000 stock options to each of two employees and on
December 11, 1999 granted an additional 25,000 stock options to a third employee. These options
were granted under contracts with the individual employees and were vested at the time of issue.
All of the options were granted at an exercise price of $0.10 per share. The options were
exercisable for ten years from the grant date. As of December 31, 1999 125,000 fully vested stock
options were outstanding with an exercise price of $0.10 per share. Subseguent to the year-end,
pursuant to the agreement of purchase and sae of the Company (Note 13), al outstanding stock
options were redeemed by the Company.

The Company has recorded $416,075 as compensation expense. This has been classified as
“Additional paid-in capital” on the balance sheet. In computing the compensation expense, the
market value of the common stock was determined using the purchase price in the agreement of
purchase and sae of the Company which closed on February 8, 2000. This was deemed to be the
most reasonable proxy for the valuation of the Company at the measurement date.

SFAS No. 123 “Accounting for Stock-Based Compensation,” alows the Company to account for its
employee stock-based compensation plans under APB No. 25 and the related interpretations. In
accordance with APB No. 25, deferred compensation is recorded for stock-based compensation
grants based on the excess of the market value of the common stock on the measurement date over
the exercise price. If the exercise price of the stock-based compensation grants is equal to the
market price of the Company’s stock on the date of grant, no compensation expense is recorded.

Had the compensation expense for these plans been determined under SFAS No. 123, the impact on
the Company’s net earnings would not have been material.
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SOLIMAR.NET

Notesto the Financial Statements

December 31, 1999 and 1998
(U.S. dollars)

7. RESEARCH AND DEVELOPMENT COSTS

Research and development costs in the amount of $145,000, $187,000 and nil were charged to
expense for each of the three years ended December 31,1999.

8. INCOME TAXES

The provision for income taxes consists of the following:

1999 1998 1997
Current
Federal $ - $ - $ -
State 800 800 800
Foreign - - -
800 800 800
Deferred
Federa
State
Tota $ 800 $ 800 $ 800

The reconciliation of income tax expense computed at state statutory rate of 1.5% to income tax
expense are as follows:

1999 1998 1997
Tax at federal statutory rates $ - $ - $
State income taxes 800 800 800
Total $ 800 $ 800 $ 800
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SOLIMAR.NET

Notesto the Financial Statements

December 31, 1999 and 1998
(U.S. dollars)

8. INCOME TAXES (continued)

Deferred income taxes reflect the net tax effect of temporary differences between the carrying
amounts of assets and liabilities for financia reporting purposes and the amounts used for income tax
purposes. Significant components of the Company’s deferred taxes are as follows:

1999 1998

Deferred tax assets

Accrual to cash adjustments $ - $ 58

Vacation reserve 497 206

Pension contribution 28 -

State research credits 31,165 15,718

Net operating losses 7,774 5,065
Gross deferred tax asset 39,464 21,047
Deferred tax lighilities

Accrual to cash adjustments (9,162) -

Fixed assets (2,579) (1,321

Pension contribution - (40)

Prepaid expenses (1,828) (72)
Gross deferred tax liabilities (13,569) (1,433)
Net deferred tax before valuation alowance 25,895 19614
Valuation allowance (25,895) (19,614)
Total deferred tax asset/(liabilities) $ - $ -

The Company has California state net operating loss carryforwards and California state tax credits
which can be applied againgt future taxable income and future taxes payable. As of December 31,
1999, these items expire as follows:

Operating Loss State Tax
Carry-forwards Credits

2002 $ 288,482 $ -
2003 49,217 -
2004 180,573 -
2012 - 7,504
2018 - 8,214
2019 - 15,447

$ 518,272 $ 31,165
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SOLIMAR.NET

Notesto the Financial Statements
December 31, 1999 and 1998
(U.S. dollars)

8.

INCOME TAXES (continued)

For the three years ending December 31, 1999, the Company elected to be treated as an S
corporation under the provisons of subchapter S of the Internal Revenue Code and Cdifornia
Revenue and Taxation Code. Accordingly, the provisons for income taxes for the three years
ended December 31, 1999, are computed by applying the Cdifornia franchise tax rate for S
corporations of 1.5%. Subsequent to the year end, the Company converted to a C corporation upon
closing of the purchase and sale of the Company, February 8, 2000. At that time the Company
became subject to regular federal and state income taxes on an ongoing basis.

PENSION BENEFITS

The Company has a defined benefit pension plan (the “plan”) covering three employees. The
following table provides a reconciliation of the changes in the plan’s benefit obligations and fair value
of assets over the three-year period ended December 31, 1999 and a statement of the funded status
as of December 31, 1999, 1998 and 1997.

Subsequent to the year ended December 31, 1999, an additional $105,000 was contributed to the plan
assets.

1999 1998 1997
Changein benefit obligations
Benefit obligations at January 1 $ 215663 $ 144184 $ 103470
Service cost 67,809 81,996 126,156
Interest cost 14,018 9,732 7,243
Amendments - - -
Actuarial (gain)/loss (68,258) (20,249) (92,685)
Benefits paid - - -
Benefit obligations at December 31 $ 229,232 $ 215663 $ 144,184
Changein plan assets
Fair value of plan assets at January 1 $ 184,783 $ 128933 $ 5000
Actual return on plan assets 8,653 (2,860) 26,360
Company contributions - 58,710 97,573
Plan participant contributions - - -
Benefits paid - - -
Fair value of plan assets at December 31 $ 193436 $ 184783 $ 128933
Funded status of the plan $ (3579%) $ (30880 $ (15251
Unrecognized actuarial (gain)/loss (177,501) (118,634) (116,760)
Unrecognized prior service cost - - -
Unrecogni zed net transition asset - - -
Total recognized $ (213,297) $ (149514 $ (132,011

FS13



SOLIMAR.NET

Notesto the Financial Statements

December 31, 1999 and 1998
(U.S. dollars)

9.

PENSION BENEFITS (continued)

The amounts recognized in the balance sheet as of December 31, 1999 and 1998.

1999 1998
Prepaid benefit cost $ - $ -
Accrued benefit liability (213,297) (149,514)
Additional minimum liability - -
Intangible asset and other - -
Accumulated other comprehensive income - -
Total recognized $ (213,297) $ (149514)

The projected benefit obligation, accumulated benefit obligation and fair value of plan assets for the
plan with accumulated benefit obligations in excess of plan assets were $229,232, $229,232 and
$193,436 respectively.

The following table provides the components of net pension (income) cost for the plan for 1999, 1998
and 1997.

1999 1998 1997
Service cost-benefits earned during the year $ 67,809 $ 81,996 $ 126,156
Interest cost on projected benefit obligations 14,018 9,732 7,243
Expected return on plan assets (12,935) (10,399) (5,908)
Amortization of unrecognized gain (5,109) (5,117) -
Amortization of prior service cost - - -
Amortization of transition asset - - -
Total pension (income) cost $ 63,783 $ 76212 $ 127491

The assumptions used in the measurement of the Company’s benefit obligations are shown in the
following table:

1999 1998
Actuarial assumptions
Discount rate 7.5% 6.5%
Rate of increase in compensation levels 0% 0%
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SOLIMAR.NET

Notesto the Financial Statements

December 31, 1999 and 1998
(U.S. dollars)

9.

10.

11.

PENSION BENEFITS (continued)

The expected long-term rate of return on plan assets was 7% for 1999 and 1998. Due to the size of
the plan population (3 participants), and the voldtility of the plan participants saaries, prospective
final average salary was not based on an assumed year over year percentage increase in salary.
Instead, final average salary was based on actua salary history and the current salary projected
forward.

On February 7, 2000 the Board of Directors passed a resolution to terminate the defined benefit
pension plan effective April 15, 2000. Whether the plan assets will be sufficient to fund the plan’'s
benefit obligations will not be known until the plan assets are distributed. At that time, additiona
employer contributions may be required or legaly permissible benefit reductions may be negotiated.

FINANCIAL INSTRUMENTS
Fair value of financial instruments

The Company’s financid instruments consist of cash and cash equivalents, accounts receivable, due
from related party, accounts payable, accrued liabilities, related party loan and due to related party.
The carrying amount of these items approximates market value due to their short maturity.

Credit risk

A substantial portion of the Company’s accounts receivable are with customers in the financia
ingtitution industry and are subject to normal industry credit risks. At December 31, 1999, accounts
receivable from one customer comprised 12% of the total balance (December 31, 1998 — three
customers comprised 61%). These are large companies which the Company believes pose minimal
credit risk.

COMMITMENTS
(a) Rental agreement

The Company is party to an operating lease agreement in respect of premises with minimum future
payments as follows:

Year Amount

2000 $ 33,762

2001 17,130
$ 50,892

The Company recorded operating |ease expenses of $33,544, (1998 - $32,588; 1997 - $25,508).
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SOLIMAR.NET

Notesto the Financial Statements
December 31, 1999 and 1998
(U.S. dollars)

11. COMMITMENTS (continued)
(b) Long-term commitment

The Company is party to an agreement to acquire information related to the valuation of properties
during fiscal 1998. The future minimum payments are as follows:

Y ear Amount
2000 $ 644,475
2001 547,130
2002 548,755
2003 555,006
2004 138,752
$2,434,118

12. CANADIAN GENERALLY ACCEPTED ACCOUNTING PRINCIPLES

These financia statements have been prepared in accordance with United States generally accepted
accounting principles (“U.S. GAAP’), which conform in all materia respects applicable to the
Company, with those in Canada (“Canadian GAAP’) during the years presented except with
respect to the following:

Under U.S. GAAP there is a requirement to record compensation on the issue of stock options
to employees, consultants or directors. Under Canadian GAAP there is no such requirement.
Accordingly, for Canadian GAAP purposes, for the year ended December 31, 1999,
compensation related to stock options would be decreased by and net income would be
increased by $416,075. Additiona paid-in capital, a component of shareholders equity, would
be decreased by $416,075.

The following table reconciles net income for the year ended December 31, 1999 in the
accompanying statements of income with that which would have been reported had the financia
statements been presented in accordance with Canadian GAAP. There were no Canadian and U.S.
GAAP reconciliation adjustments for 1998 and 1997.

Net income in conformity with U.S. GAAP $ 456,097
Adjustments:

Compensation expense re: Employee Stock Options 416,075
Net incomein conformity with Canadian GAAP $ 872,172
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SOLIMAR.NET

Notesto the Financial Statements

December 31, 1999 and 1998
(U.S. dollars)

13. SUBSEQUENT EVENT

Sale of Company to Basis100 Inc.

On January 24, 2000, the Company entered into an agreement to sall 100% of its outstanding
common shares to Basis100 Inc. (“Basis’) in an al cash transaction valued at US$24 million plus
acquisition costs. The transaction closed on February 8, 2000.

14. UNCERTAINTY DUE TO THE YEAR 2000 | SSUE

The Year 2000 Issue arises because many computerized systems use two digits rather than four to
identify a year. Date-sensitive systems may recognize the Year 2000 as 1900 or some other date,
resulting in errors when information using year 2000 dates is processed. In addition, smilar problems
may arise in some systems, which use certain dates in 1999 to represent something other than a
date. Although the change in year has occurred it is not possible to conclude that all aspects of the
Year 2000 issue that may affect the Company, including those related to customers, suppliers or
third parties, will be resolved.
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Pro forma Unaudited Consolidated Financial Satements of

BASIS100 Inc.

December 31, 1999

Prepared in accordance with accounting principles generally accepted in Canada.
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COMPILATION REPORT

To the Directors of Basis100 Inc.

We have reviewed, as to compilation only, the accompanying pro forma consolidated baance sheet of
Basis100 Inc. (“Basisl00’) as at December 31, 1999 and the pro forma consolidated statement of
operations for the year ended December 31, 1999 prepared in accordance with accounting principles
generaly accepted in Canada. These statements have been prepared for inclusion in the prospectus
relating to the qualification for distribution of common shares issuable on the exercise of Specid
Warrants.

In our opinion, the pro forma consolidated baance sheet and pro forma consolidated statement of
operations of Basis100 have been properly compiled to give effect to the proposed transactions and the
assumptions described in the notes thereto.

Chartered Accountants

Toronto, Ontario
April 14, 2000
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BASIS100 Inc.

Pro Forma Consolidated Balance Sheet

As at December 31, 1999

(Unaudited)
ACTUAL
BASI S100 Solimar .Net Canadian Foreign Sub-total Pro Pro Pro
(Cdn. GAAP  (U.S. GAAP GAAP Exchange Solimar (Cdn. Forma Forma Forma
and Cdn. and U.S. Adjustment Notes  Adjustment GAAP Reclass Adjustments Notes Consolidatio
dollars) dollars) (U.S. dollars) (Note 1(b)) and Cdn. _ n_
_ Dollars)
ASSETS
Current
Cash $7,196,466 $ 689,495 $ - $ 305,653 $ 995,148 $ - $49,767,500 2(e) $23,319,914
(34,639,200) 2(a)
Accounts receivable 1,325,276 759,093 - 336,506 1,095,599 - - 2,420,875
Prepaid expenses and other current assets 384,994 121,851 - 54,017 175,868 - - 560,862
Future income tax assets 134,606 - - - - - - 134,606
9,041,342 1,570,439 - 696,176 2,266,615 - 15,128,300 26,436,257
INVESTMENTS 125,000 - - - - - - 125,000
OTHER ASSETS 72,000 - - - - - - 72,000
FIXED ASSETS 850,727 134,009 - 59,406 193,415 - - 1,044,142
DUE FROM RELATED PARTY - 5,639 - 2,500 8,139 - - 8,139
FUTURE INCOME TAX ASSETS 534,378 - - - - - - 534,378
INTANGIBLES 16,696,102 - - - - - 36,025,000 2(a), (b) 52,721,102
$ $1,710,087 $ - $ 758,082 $2,468,169 $ - $51,153,300 $80,941,018
27,319,549
LIABILITIES
Current
Accounts payable and accrued liabilities $2,637,520 $ 96,826 $ - $ 42,922 $ 139,748 $104,348  $2,414,391 2(a), (d) $5,296,007
Accrued liabilities - 72,298 - 32,050 104,348 (104,348) - 2(d) -
Pension contribution payable - 213,297 - 94,555 307,852 - - 307,852
Deferred revenue - 615,000 - 272,630 887,630 - - 887,630
Future income tax liabilities 335,608 - - - - - - 335,608
Current portion of obligations under capital 84,717 - - - - - - 84,717
leases
3,057,845 997,421 - 442,157 1,439,578 - 2,414,391 6,911,814
FUTURE INCOME TAX LIABILITIES 924,777 - - - - - - 924,777
OBLIGATIONS UNDER CAPITAL LEASES 121,771 - - - - - - 121,771
4,104,393 997,421 - 442,157 1,439,578 - 2,414,391 7,958,362
SHAREHOLDERS EQUITY
Share capital 33,072,731 3,500 - 1,552 5,052 - (5,052) 82,840,231
49,767,500  2(e)
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Additional paid-in capital - 416,075 (416,075) 2(c) - - -

Warrants 2 - - - - - 2

Retained earnings (deficit) (9,857,577) 293,091 416,075 2(c) 314,373 1,023,539 (1,023,539) (9,857,577)
23,215,156 712,666 - 315,925 1,028,591 48,738,909 72,982,656
$ $1,710,087 - $ 758,082 $2,468,169 $51,153,300 $80,941,018
27,319,549
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BASIS100 I nc.

Pro Forma Consolidated Statement of Operations

For theyear ended December 31, 1999
(Unaudited)

Actual
Solimar.Net Canadian Foreign
BASIS100 (Cdn.  (U.S. GAAP GAAP Exchange Sub-total Solimar
GAAP and Cdn. and U.S. Adjustment Adjustment (Cdn.GAAPand  ProForma Pro Forma Pro Forma
dollars) dollars) (U.S.dollars) Notes _ (Notel (b)) Cdn. Dollars) Reclass Adjustments Notes Consolidation
REVENUE $ 2,183,700 $ 2,807,153 $ - $ 1,244,411 $ 4,051,564 $ - $ - $ 6,235,264
COST OF REVENUE 1,313,286 - - - - - - 1,313,286
GROSSMARGIN 870,414 2,807,153 - 1,244,411 4,051,564 4,921,978
EXPENSES
Bank charges, interest and foreign exchange gains 37,316 - - - - - - 37,316
Bad debts - 33,544 - 14,870 48,414 - - 48,414
Stock option compensation expense - 416,075 (416,075)  2(c) - - - - -
Consulting, legal and professional fees 1,737,664 330,016 - 146,296 476,312 - - 2,213,976
Depreciation - 35,057 - 15,541 50,598 (50,598) - 2(d) -
Facilities management 332,625 151,012 - 66,944 217,956 - - 550,581
General and administrative 457,313 78,154 - 34,646 112,800 - - 570,113
Marketing, promotions and public relations 391,161 76,291 - 33,820 110,111 - - 501,272
Meals and entertainment 105,261 12,396 - 5,495 17,891 - - 123,152
Occupancy 209,236 41,941 - 18,592 60,533 - - 269,769
Salaries and benefits 2,109,644 1,120,189 - 496,580 1,616,769 - - 3,726,413
Telephone network and Internet 103,452 45,107 - 19,996 65,103 - - 168,555
Travel and accommodation 190,499 33,674 - 14,928 48,602 - - 239,101
TOTAL EXPENSES 5,674,171 2,373,456 (416,075) 867,708 2,825,089 (50,598) - 8,448,662
INCOME (LOSS) BEFORE INTEREST INCOME (4,803,757) 433,697 416,075 376,703 1,226,475 50,598 - (3,526,684)
Interest income - 23,201 - 10,285 33,486 - - 33,486
INCOME (LOSS) BEFORE DEPRECIATION, (4,803,757) 456,898 416,075 386,988 1,259,961 50,598 - (3,493,198)
AMORTIZATION AND OTHER OPERATING
EXPENSES
Depreciation and amortization 2,546,419 - - - - 50,598 9,485,000 2 (b), (d) 12,082,017
Write-off intangibles 1,516,462 - - - - - - 1,516,462
Settlement of legal claim 1,000,002 - - - - - - 1,000,002
INCOME (LOSS) BEFORE INCOME TAXES (9,866,640) 456,898 416,075 386,988 1,259,961 - (9,485,000) (18,091,679)
INCOME TAX BENEFIT (PROVISION) 329,440 (800) - (355) (1,155) - - 328,285
NET INCOME (LOSS) $ (9,537,200) $ 456,098 416,075 $ 386,633 $ 1,258,806 $ - $(9,485,000) $
(17,763,394)
BASIC LOSS PER SHARE $ (0.93) Note 3 $ (1.16)
BASIC WEIGHTED AVERAGE NUMBER OF 10,264,007 Note 3 5,000,000 15,264,007

SHARES
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BASIS100 I nc.

Notesto the Pro Forma Consolidated Financial Statements

December 31, 1999
(Unaudited)

1. BASISOF PRESENTATION

The pro forma consolidated balance sheet as at December 31, 1999 and the pro forma consolidated
statement of operations for the year ended December 31, 1999 have been prepared by Basis100
Inc.’s (“Basis100”) management based on the following financial statements which have been
prepared in accordance with accounting principles generally accepted in Canada (“Canadian

GAAP"):

@ The audited consolidated financia statements of Basis100 for the year ended December
31, 1999 included elsewhere in the prospectus; and

(b) The audited financia statements of Solimar.Net (“Solimar”) for the year ended December

31, 1999 included esewhere in the prospectus after trandation of such financia
statements from U.S. dollars to Canadian dollars. The consolidated balance sheet and the
consolidated statement of operations were trandated at a rate of US$0.69=CDN$1, which
is the December 31, 1999 closing rate.

The business combination has been accounted for as purchase.

The pro forma consolidated financial statements should be read in conjunction with the notes thereto
included in the following pages and the historical consolidated financia statements of Basis100 and
the financid statements of Solimar included elsewhere in this prospectus. The pro forma operating
results are not indicative of the results that actually would have occurred if the business combination
had been in effect on the dates indicated or which may be obtained in the future.

2. PRO FORMA ASSUMPTIONS AND ADJUSTMENTS

The pro forma consolidated balance sheet gives effect to the above transaction as if it had occurred
on December 31, 1999. The pro forma consolidated statement of operations gives effect to the
above business combination as if it had occurred on January 1, 1999.

The pro forma consolidated financial statements give effect to the following:

@ The purchase of al of the outstanding common shares of Solimar for $24,000,000 U.S. (or
$37,053,591 Cdn. including acquisition costs) alocated as follows:
Non-cash working capital $835,176
Fixed assets 193,415
Intangibles 36,025,000
7,053,591
Congderation:
Cash $34,639,200
Acquisition costs 2,414,391
7,053,591
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BASIS100 I nc.

Notesto the Pro Forma Consolidated Financial Statements
December 31, 1999

(Unaudited)

(b)

(©)

(d)

(€)

The aggregate value of the consderation to be paid for Solimar (including estimated
acquisition costs) exceeds the book vaue of the net identifiable assets by approximately
$36,025,000. The pro forma consolidated statement of operations reflects the amortization
of the intangibles on the acquisition of Solimar of $9,485,000 (Note 4) for the year ended
December 31, 1999.

Under U.S. GAAP, compensation expense in connection with stock options issued during
the year at amounts below fair market value is recorded a the time of issuance.
Canadian GAAP does not require an entity to record such an expense. Therefore, in
order for Solimar to comply with Canadian GAAP, this amount has been added back to
income and removed from “ Additiona paid in capital”.

The pro forma consolidated financia statements reflect certain reclassification entries to
disclose information for Solimar on a bass consstent with the consolidated financia
statements of Basis100.

The issue of 5,000,000 Special Warrants at a price of $10.50 per Special Warrant for total
proceeds of $52,500,000. Estimated expenses before tax related to the issue of the
Specid Warrants totd $2,732,500 consisting of UnderwriterS commissions, legd,
accounting, printing and other fees relating to the preparation of the prospectus, resulting
in net proceeds of $49,767,500.

3. PRO FORMA EARNINGS PER SHARE

For the purpose of computation of the pro forma earnings per share, the weighted average number
of common shares outstanding for the year ended December 31, 1999 has been adjusted to give
effect to the issuance of 5,000,000 Special Warrants which would have been outstanding had the
issuance occurred at the beginning of the year.

As Solimar was a privately held Company prior to the date of acquisition, earnings per share
information has not been presented.

ALLOCATION OF INTANGIBLES

It is anticipated that the vaue of intangibles will be alocated to software and contracts with the
residua alocated to goodwill. These estimates are preliminary and are therefore subject to change.
Preliminary allocations of intangibles and amortization are as follows:

Intangible Amortization Period Amount Amortization
Software 3years $ 1,850,000 $ 617,000

Contracts 3 years 15,250,000 5,083,000
Goodwill 5years 18,925,000 3,785,000

$36,025,000 $9,485,000
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CERTIFICATES

Date:  April 18, 2000

The foregoing constitutes full, true and plain disclosure of all material facts relating to the
securities offered by this prospectus as required by Part 7 of the Securities Act (British Columbia), by Part VII of The
Securities Act (Manitoba) and by Part XV of the Securities Act (Ontario) and the respective regulations thereunder.
This prospectus, as required by the Securities Act (Québec) and the regulations thereunder, does not contain any
misrepresentation that islikely to affect the value or the market price of the securities to be distributed.

(Signed) Gary Bartholomew (Signed) David Campbell
Chief Executive Officer Chief Financia Officer

On behalf of the Board of Directors

(Signed) Victor Hum (Signed) Peter Wallace
Director Director



Date:  April 18,2000

To the best of our knowledge, information and belief, the foregoing constitutes full, true and plain
disclosure of all material facts relating to the securities offered by this prospectus as required by Part 7 of the
Securities Act (British Columbia), by Part VII of The Securities Act (Manitoba) and by Part XV of the Securities Act
(Ontario) and the respective regulations thereunder. To our knowledge, this prospectus, as required by the Securities

Act (Québec) and the regulations thereunder, does not contain any misrepresentation that is likely to affect the value
or the market price of the securitiesto be distributed.

RBC DOMINION SECURITIESINC. GRIFFITHSMcBURNEY & PARTNERS

By: (Signed) John L. Easson By: (Signed) J. Robert Fraser
DUNDEE SECURITIES CORPORATION

By: (Signed) David G. Anderson

The following includes the name of every person or company having an interest, directly or
indirectly, to the extent of not less than five percent in the capital of:

RBC Dominion Securities Inc.: adirect wholly-owned subsidiary of a Canadian chartered bank.

Griffiths McBurney & Partners: Eugene C. McBurney, Kevin Sullivan, Michael Wekerle, Thomas A. Budd and J.
Robert Fraser.

Dundee Securities Corporation: awholly-owned subsidiary of Dundee Wealth Management Inc.
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