PRELIMINARY PROSPECTUS

THISISAPRELIMINARY PROSPECTUSRELATINGTOTHESE SECURITIES,A COPY OFWHICH HAS
BEENFILEDWITHTHEALBERTA,BRITISH COLUMBIAANDONTARIO SECURITIESCOMMISSIONS
BUT WHICH HAS NOT YET BECOME FINAL FOR THE PURPOSES OF A DISTRIBUTION.
INFORMATION CONTAINED HEREIN IS SUBJECT TO COMPLETION OR AM ENDMENT. THESE
SECURITIESMAY NOT BE SOLD NOR M AY OFFERSTO BUY BE ACCEPTED PRIOR TO THE TIME
THAT A RECEIPT IS OBTAINED FROM THE ALBERTA, BRITISH COLUMBIA AND ONTARIO
SECURITIESCOM MISSIONS FOR THE FINAL PROSPECTUS.

This prospectusconstitutes a public offering of these securities onlyin those jurisdictionswhere they may be lawfully
offered for sale and therein only by persons authorized to sell such securities. No securitiescommission or similar
authority in Canada hasin any way passed upon the merits of the scurities offered hereunder and anyrepresentation
to the contrary is an offence.

October 26, 1999
GLOBAL RAILWAY INDUSTRIESLTD.

$3,000,000 (Minimum)
$ (Maximum)

1,200,000 Units (Minimum)
Units (M aximum)

Offering Price - $2.50 per Unit

Global Railway Industries Ltd. (the*Corporation™) hereby offers for sale a minimum of 1,200,000 units
(*Units”) (“MinimumOffering”) toamaximumof  Units(* Maximum Offering”) of the Corporation at an
issue price of $2.50 per Unit (the“Offering”). Each Unit consists of one (1) common share (“Common
Share”) and one Common Share purchase warrart (“Warrant™). Each Warrant ertities the holde thereof to
acquireone additional Common Share at a price of $3.25 until twelve (12) months from the date of closing
of the Offering (the “Warrant Expiry Date”). The Offering price of theUnits hereunder was determined by
negotiation between the Corporation and Acumen Capital Finance PartnersLimited (the® Agent”), based on
thetrading price of the Common Shares of theCorporation on The Alberta Stock Exchange and other market
considerations. The Warrantswill be separated from the Common Shares at Closing. Thereis currently no
market through which the Warrants may be sold. The Common Shares of the Corporation trade on The
Alberta Stock Exchange under the symbol “GBI”. The closing trading price of the Common Shares on
October ,1999was$ .

Price: $2.50 pe Unit
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Agent’s Net Proceedsto
Number of Units | Priceto Public Commission®® the Corporation®
Per Unit 1 $2.50 $.1875 $2.3125
Minimum Offering 1,200,000 $3,000,000 $225,000 $2,775,000
Maximum Offering $ $ $ $

Notes:

D The Agent will be paid acommission of 7.5% of the grossproceeds of the sale of Units. In
addition the Corporation will be responsible for all out-of-pocket costs incurred by the
Agent, regardless of whether or not the Offering is completed, and has paid the Agent a
non-refundabl e fee of $15,000 (plus GST). See “Plan of Distribution”.

(2 The Corporation has also agreed to grant to the Agent upon closing of the Offering, a
non-transferableoption (the* Agent’ sOption”) to acquire between 120,000 Unitsin the case
of the Minimum Offering and an aggregate of upto  Units in the case of the Maximum
Offering (an amount equal to 10% of the number of Units sold hereunder) at an exerase
price of $2.50 per Unit for a period of twenty-four (24) months following the date of the
closing of the Offering. The Agent’sOptionisqualified by and will bedistributed pursuant
to this prospectus. See “Plan of Distribution”.

3 After deducting the Agent’s commission but before deducting expenses of the Offering,
estimated at $75,000.

Thesecuritiesoffer edher eby areconsidered speculativeduetothenatureof theCor poration’s
businessand its present stage of development and should be purchased only after full review
of this prospectus. The Corporation just recently acquired Rafna Industries Ltd. and has
become engaged in the railway maintenance and supply business. INVESTMENTS IN
START-UP BUSINESSES INVOLVE A HIGH DEGREE OF RISK AND INVESTORS
SHOULDNOT INVEST ANY FUNDSIN THISOFFERING UNLESSTHEY CANAFFORD
TOLOSE THEIR ENTIRE INVESTMENT. Thesuccess of the business of the Cor poration
iscontingent on the judgment and expertise of the directorsand officers of the Cor poration.
Persons who are not willing to rdy on the expertise of the directors and officers of the
Corporation should not invest in thisOffering. A significant portion of thenet proceedsof the
Offering will be held in a separate bank account and used for acquisitions as deter mined by
the Corporation’s Acquisition Committee. Certain risk factors are inherent in such use of
proceeds. TheOffering priceof $2.50 per Unit exceedsthe net book value per Common Share
asat June 30, 1999 (audited), after giving effect totheissuanceof theUnitsunder thisOffering
by $1.70 or 68% (Minimum Offering) or by $ per Common Share or % (Maximum
Offering). See“Use of Proceeds’, “Risk Factors’ and “Dilution”.

The percentage of Common Shares bereficially owned, directly or indirectly, by promoters,
directors, senior officers and control persons of the Corporation, collectively, is 48.83% prior to
giving effect to this Offering and 39.35% (Minimum Offering) and % (Maximum Offering) after
giving effed to this Offering assuming no Units are purchased by these persons.
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The Offering isnot underwritten and i s subject to atotal minimum subscription of $3,000,000 which
must be raised within 90 days of the issuance of areceipt for thefiling of afinal prospectus or such
other time as may beauthorized by the appropriateregul atory authority and agreed to by the Agent
(the “Expiry of the Offering”). In the event the minimum subscription is not raised, subscription
monies will be returned to subscribers without interest or deduction. See “Plan of Distribution”.

Acumen Capital Finance Partners Limited conditionally offers, on abest efforts basis, a minimum
of 1,200,000 Units and amaximum of  Units subject to prior sale, if, as and when issued by the
Corporation in accordancewith the conditions contained in the Agency Agreement referred to under
“Plan of Distribution” and subject to the approval of certain legal matters on behalf of the
Corporation by Ballem Maclnnes, Calgary, Alberta, and on behalf of the Agent by Burstall Ward,
Calgary, Alberta.

Theinitial closing of the offeringis expected to occur on or about , 1999 or such date as may be
determined by the Corporation and the Agent. The Corporation and the Agent reserve the right to
hold subsequent closings if the Maximum Offering is not attained prior to the date of such initial
closing.

Subscriptions for Unitswill be received subject to rejection or alotment in whole or in part and the
right is reserved to close the subscription books at any time without notice. Certificates for the
Common Shares and Warrantswill be availabl e for delivery at the closi ng of this Of fering.

ACUMEN CAPITAL FINANCE PARTNERS LIMITED
200, 513 8th Avenue SW.
Cagary, AlbertaT2P 1G3
TEL: (403) 571-0532
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PROSPECTUS SUMMARY

The following summary information must be read in conjunction with and isqualified initsentirety
by the more detailed information appearing elsewhere inthis prospectus.

The Corporation

Global Railway Industries Ltd. (the “Corporation”) was incorporated as 708288 Alberta Ltd.
pursuant to the provisions of the Business Corporations Act (Alberta) by receipt of a Certificate of
Incorporation dated January 30, 1997. The Corporation changed itsauthorized capital, its Articles
and its name to RMN Technologies Inc., pursuant to the provisions of the Business Corporations
Act (Alberta), by issuance of a Certificate of Amendment dated April 9, 1997. The Corporation
amended its Articles to remove the private company restrictions effective May 23, 1997. The
Corporation was formed as a Junior Capital Pool company on January 30, 1997, and completed its
major transaction, as that term is defined in The Alberta Stock Exchange polides and procedures.
In conjunction with the completion of its major transaction, the Corporation changed its name to
Global Railway Industries Ltd. and had its Junior Capital Pool status removed. The Corporation
presently trades on The Alberta Stock Exchange under the symbol “GBI”. See “Business of the
Corporation”.

The Offering
I ssue: A minimum of 1,200,000 Units (the “Minimum Offering”) up to a
maximum of  Units (the “Maximum Offering”) are being offered (the

“Offering”).

Each Unit consists of one (1) common share in the capital of the
Corporation (“Common Share”) and one Common Share purchase
warrant (“Warrant”). Each Warrant entitles the hol der thereof to acquire
one additional Common Share at a price of $3.25 until the Warrant
Expiry Date. See “Plan of Distribution” and “Description of Share
Capital”.

Offering Price: $2.50 per Unit.
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Use of Proceeds

Risk Factors:
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Upon subscriptionsfor aMinimum Offering being received andthe other
conditions to the Offering being satisfied or waived, the subscription
funds may be released to the Corporation. The net proceeds of the
Offering and funds on hand areintended to be used for acquisitionswith
remaining funds (the amount of such funds being dependent on the
amount raised under the Offering) being used for the repayment of debt
of the Corporation and the acquisition of machinery and equipment. A
significant portion of the net proceeds of the Offering will be held in a
separate bank account and used for acquisitions as determined by the
Corporation’s Acquisition Committee. Certain risk factors are inherent
in such ause of proceeds. See"Use of Proceeds’.

The business of the Corporation entails certain risks and consequently
investment in the Units should be considered highly speculative.
Prospective investors should carefully review the risk factors of the
Corporation, together with other information contained el sewhereinthis
prospectus:

(1) The Corporation is still in initial stages of development in its
current business. A significant amount of funding will be required
to fully exploit the opportunities available to the Corporation and
there can be no assurance that such funding will be available, and
if so, in atimely manner.

(2) Anintegral component of the Corporation’ sbusiness plan congsts
of the acquisition of additional railway maintenance and supply
companies. There are no guarantees that such companies can be
acquired or that if acquired, will atain the level of growth
anticipated by the Corporation’ smanagement.

(3) The Corporation carries out operations in both Canada and the
United States. Fluctuations in the United States and Canadian
monetary exchange rates may affect the Corporation’s profits.

(4) TheCorporation has been and may continueto remain reliant upon
third party contractors to provide products and servicesto produce
its products and services. The Corporation istherefore exposed to
risks associated with the skills, abilities, timeliness, and quality
assurance standards utilized by thesethird parties. Inthe event that
unsatisfactory services are rendered, the recourse available to the
Corporation may be limited.
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(5) TheOffering priceof $2.50 per Unit exceeds the net tangible book
value per Common Shareasat June 30, 1999 (audited), after giving
effect to theissue of Unitsby $1.70 or 68% (Minimum Offering) or
by $ per Common Share or % (Maximum Offering). See
“Dilution”.

(6) The Corporation is dependent on the continued service of key
personnel. See “Risk Factors’.

Conditions of Closing: This Offering will not close and subscription funds will be returned to
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subscriberswithout interest or deduction unlessthe Corporation receives
subscriptions for the Minimum Offering. See “Plan of Distribution”.
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THE CORPORATION

The Corporation wasincorporated as 708288 Albertal td., pursuant to the provisionsof the Business
Corporations Act (Alberta), by receipt of aCertificate of Incorporation dated January 30, 1997. The
Corporation changed its authorized capital, its Articles and its name to RMN Technologies Inc.,
pursuant to the provisions of the Business Corporations Act (Alberta), by issuance of a Certificate
of Amendment dated April 9, 1997. The Corporation amended its Articles to remove the private
company restrictions effective May 23, 1997.

The Corporation has been a Reporting Issuer in the Province of Albertasince May 22, 1998. The
Corporation was organized as a junior capital pool corporation with the meaning of the Alberta
SecuritiesCommissi on Rule46-501 and The A |bertaStock Exchange (* ASE”) Circular 7 and began
trading on The Alberta Stodk Exchange (the “ASE”) on June 30, 1998 under the trading symbol

“RTI” until February 25th, 1999, when its trading symbol was changed to“GBI”. Whileit was a
junior capital pool company, the Corporation identified the acquisition of Transportation
TechnologiesInc. (“TTI"), and its wholly owned subsidiary, Rafna Industries Ltd. (“Rafna’) asa
potential acquisition. TTlisaprivateAlbertacompany, incorporatedon March 7, 1996 pursuant to
theprovisionsof the Business CorporationsAct (Alberta). Rafnaisaprivatecompany, incorporated
pursuant to the provisions of the Canada Business Corporations Act. The acquisition of TTI and
Rafna constituted the Corporation’s major transaction (“Mgjor Transaction™) as described more
particularly as follows. See “Magjor Transaction”.

In conjunction with the completion of its Major Transaction, the Corporation changed its name to
Global Railway Industries Ltd. Upon the completion of the Corporation’s Mgjor Transaction, the
Corporation became a Reporting Issuer in the Provinces of British Columbiaand Ontario pursuant
to the filing, in January of 1999, of a securities exchange takeover bid circular. See “Major
Transaction”.

The head office of the Corporation, TTI and Rafnaislocated & 450, 444 - 5 Avenue SW, Ca gary,
Alberta, T2P 2T8, and the registered office of the Corporation and TTI islocated at 1800 First
Canadian Centre, 350 - 7 Avenue SW, Calgary, Alberta, T2P 3N9. The registered office of Rafna
islocated at 19300 Clark Graham, Baie d’ Urfe, Quebec, HOX 3R8.

Major Transaction

The Corporation was incorporated as a Junior Capital Pool company and therefore was required to
completea“Major Transaction” as defined by the Alberta Securities Commission Rule 46-501 and
The Alberta Stock Exchange (“ASE”) Circular 7 within a specified time frame. As its Major
Transaction, the Corporation acquired all the issued and outstanding securitiesof TTI. TTI owns
all the issued and outstanding shares of Rafna.
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TTI acquired Rafna effective March 31, 1998. The purchase price of $2,453,505was paid by cash
of $1,853,505, apromissory notefor $300,000 and theissuanceto the Raf nasharehol ders of 400,000
sharesof TTI at $0.75 per TTI share.

The Magjor Transaction consisted of theacquisition, pursuant to a securities exchange takeover bid
(the“Takeover”) of al theissued and outstanding common shares (the"TTI Shares') in the capital
of TTI and al the issued and outstanding stock options (the "TTI Options”) of TTI held by the
security holdersof TTI (the"TTI Security Holders").

In consideration for each TTI common share exchanged pursuant to the Takeover, the Corporation
issued one common share (being, in total 2,836,442 common shares) at adeemed price of $0.75 per
common share. Inconsiderationfor each TTI Option (entitling the holder thereof to acquireone TTI
common share at exercise prices between $0.75 and $1.50 per share) exchanged pursuant to the
Takeover, the Corporation isued one stock option (being, intotal 215,000 stock options) entitling
the holder to acquire one common share of the Corporation at exercise prices between $0.75 and
$1.00 per common share.

The ASE issued its bulletin advising that the Corporation completed its Major Transaction with the
acquisition of TTI and wasno longer considered aJunior Capital Pool Company effective February
25, 1999. The completion of the Major Transaction and satisfaction of the ASE’s minimum listing
requirementsallowed the Corporation to be reclassified as aregular share listing, no longer subject
to the Alberta Securities Commission Rule 46-501 and The Alberta Stock Exchange (“ASE”)
Circular 7. Asaresult of the Major Transaction, TTI and Rafna are wholly owned subsidiaries of
the Corporation. The Mgjor Transaction hasbeen accounted for in thefinancial statementsincluded
in this Prospectus as a reverse take-over with TTI being the acquiring entity.

BUSINESS OF THE CORPORATION
Overview

The Corporation designs, manufactures, markets and installs rail gear equipment for use in the
railway industry. The Corporation’s manufacturing and installation facility islocated in Montreal,
Quebec and has provided products and services to railway companiesfor over fifteen years. The
Corporation’s head officeislocated in Calgary, Alberta.

TheCorporation’ smanagement believes several areasof growth exist intheNorth American railway
supply and maintenance industry. The Corporation’s current product line has several competitive
advantagesand sal es are expected to continue togrow with enhanced markeing efforts. Additional
growthis expected from thestrategic acquisition of existing railway product and service suppliers.
Companies in the sector are typicaly characterized as being small, regional players lacking the
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resources for further growth. Thisindustry fragmentation favourably positions the Corporation to
identify acquisition opportunities which provide synergies with existing operations.

Industry Background

The railway industry has recently been impacted by regulatory changes, the privatization of CN
Railway in Canada, and the increased north-south movement of goods resulting from the
implementation of the North American Free Trade Agreement (“NAFTA”). Theseindustry changes
have created opportunities for rail carriers in all parts of North America as they are no longer
restricted by international boundaries. Theoutcomeisan overall improvement intheflow of railway
traffic.

Railway freight carriers in North America compete directly with truck transportation companies.
A shortage of truck drivers and more congested highways are viewed by the railroads as an
opportunity towin back freight customers. Railway companiesarethereforelooking for waysto run
trains faster and more efficiently. Thisis being achieved in many ways including a shift to shorter
rail lines in some regions, incorporation of new technology, and out sourcing of products and
servicesrequired to maintainthelocomotives, freight carsand railway track. Themajor rail carriers
preferenceis expected to rely on fewer suppliesin order to achieve consistent high quality service
at afair value.

Products

The Corporation manufactures and installs rail gear unitson small, medium and heavy duty service
vehicles. Simplified, the rail gear is a set of rail wheels manufactured to fit a certain make and
model of truck. The ral gear is installed on the under carriage of the truck chassis. The
Corporation's rail gear is hydraulically raised and lowered to enable the operator of the service
vehicle to go from road to rail in arapid and safe manner. This enables the sarvice vehicles to
perform various repair and maintenance functions on the rail line.

Management believes the Corporati on’s product has severa advantages including:

*  agreater load capacity;

»  theability to operate asan automaed hydraulic system and therefore be more user friendlythan
non-hydraulic systems;

e competitors products operatemanua ly, have agreater number of components proneto wear,
and therefore require higher levels of service and maintenance

»  fewer wear components result in less service and maintenance requirements; and
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e competitively priced.

The Corporation continues its new product development program to maintain a technological
advantage. A new product recently introduced is currently being tested in the market. The new hi-
rail product is designed to minimize wear and tear on the vehicle, modificationsto the vehicleand
to improve overall versatility of the vehicle. Product feedback to date has been positive and the
Corporation believes will position it favorably against its peers.

Competition

The Corporation’s major competitor for rail gear is Fairmont Tamper (“Fairmont”), a division of

Harsco Corporation. Harsco CorporationisaNew Y ork Stock Exchange listed company based in

the United States. The Corporation’ s management estimates Fairmont to have approximately 70%

of the U.S. market share. Theremaining 30% of the U.S. market isserviced by several other smaller

companiesincluding Mitchell Equipment Corporation, Diversified Metal Fabricatorsinc. and Aries
, based out of the states of Illinois and Georgiaand the Country of Audrdia, respectively.

In Canada, Fairmont has approximately 50% of the current market share. Management believesthe
remaining Canadian market is currently being served by the Corporation.

Manufacturing Facility

The Corporation manufactures and instdls its rail gear at a 25,000 square foot leased faality in
Montreal, Quebec. The Corporation recently completed an expansion of thisfacility enabling it to
increaseannual production to $18 million - $20 million in sales at current unit prices. Thecapacity
isapproximately 900 to 1000 units per year with one eight hour work shift. In the event anincrease
in production is required to meet demand, the opportunity to increase to two work shifts exists.

The Corporation currently employs forty full-time personnel. The Corporation is a party to a
collective bargaining agreement with the National Automobile Aerospace Transportation and
Genera WorkersUnion of Canada. The collective bargaining agreement expireson April 30, 2001.
Market Overview

Canadian Market

The Canadian marketfor new manufactured rail gear isbelieved by management to beapproximately
700 units per year. The Corporation currently manufactures and sells approximately 325 units

mostly to Canadian railway companies.

Whilethe market potential in Canadaislimited, the Corporation believesit canincreaseits current
market share.
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United States Market

The Corporation’ s management believes the current annual U.S. market for new manufactured rail
gear is approximately 3000 units. The Corporation has a negligible share of the U.S. market.

The Corporation has only recently commenced marketing to U.S. customers. The Corporation
currently has test units in use with all the major ralwaysin theU.S. It has taken the Corporation
approximately one year to achievethis. To date, feedback from the evaluation of the test units has
been positive. Going forward, the Corporation intends to capitdize on the feedback by increasing
its marketing efforts and concentrating on service and meeting delivery daesto its customers

Growth Opportunities
Management of the Corporation bdieves future growth opportunities are as follows:

. In the past, the Corporation has marketed its products mainly to railway carriersin Canada.
The Corporation has commenced marketing its products to U.S. customers.

. To date, the Corporation has not focused its marketing efforts internationaly. The
Corporation believes near term opportunities may exist in Mexico and Sweden. Longterm
opportunities may include other international markes.

. The Corporation believes the railway equipment and supply industry is fragmented and
opportunities for strategic acquisitions exist.

. As larger railway companies sell shorter, unprofitable ralway lines to smaller railway
companies, the market for the Corporation’s products and services in North America are
expected to expand.

DIRECTORS, EXECUTIVE OFFICERSAND KEY EMPLOYEES

The following are the names and municipalities of residence of the directors, officers and key

employees of the Corporation, their positions and offices with the Corporation and their principal

occupations during the last five yearsand the number and percentage of Common Shares owned as
of the date hereof and after giving effect to this Offering:

THE REMAINDER OF THISPAGE LEFT INTENTIONALLY BLANK
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Name and
Municipality of
Residence

Office

Principal Occupation and
Positions During Last Five Years

Number and
Per centage of
Common Shares
Beneficially
Owned Before
Giving Effect to
the Offering®®

Michael Kohut®
Cagary, Alberta

President &
Director

Michael Kohut received his Bachelor of Commerce
from the University of Calgaryin 1989 and has been a
Chartered Accountant since December 1992. Michael
Kohut isthe President of MM Capital Corp., aprivate
company controlled by Michael Kohut which
specializesin corporatefinance and merchant banking.
Michael Kohut wasaSenior Tax Manager withKPM G
in Calgary where he has practised from November
1994 until November 1997 when he left KPMG to
form MM Capital Corp. Prior thereto, Michael Kohut
was atax associate withDeloitte & Touchein Calgay
from June 1993 to October 1994 and was an audit
supervisor with KPMG in Calgary from September
1989 to May 1993.

222,3009
(4.47%)

Dale Owen®
Calgary, Alberta

Secretary &
Director

Mr. Owen received his B. Comm in 1988 and became
a Chartered Accountant in 1990. HeisaPartner with
theaccounting firm of Halpin, Antony, Owen & Mayer
in Calgary where he has practised since June 1996.
Mr. Owen was an associate with the accounting firm of
Antony, Bleackley Hanson & McCowan from
September 1993 to June 1996 and prior thereto was
with Peat Marwick Thorne from Sgptember 1988 to
September 1993.

200,000
(4.02%)

James Riddel"®
Calgary, Alberta

Director

James Riddell has been a geologist with Paramount
Resources Ltd. since 1992 and was appointed in
November of 1997 the Corporate Operating Officer of
Paramount Resources L td., apublic company listed on
the Toronto Stock Exchange. James Riddell received
his Bachelor of Science from the Arizona Stae
Universityin 1989 and hisMasters of Sciencefromthe
University of Albertain 1993.

200,000
(4.02%)

Tim Tycholig? @
Calgary, Alberta

Director

Mr. Tycholis was Vice- President and a director of
Blue Range Resources Carp., an oil and gas company
listed on The Toronto Stock Exchange from October
1995 until October 1997. From October of 1997 to
today, Mr. Tycholis has been a self- employed
entrepreneur. He was President, CEO and adirectar of
Pipestone Petroleums Inc., an oil and gas company
listed on The Alberta Stock Exchange, from
September 1993 until Pipestone was acquired by Blue
Range in October 1995. Mr. Tycholis was a
Vice-President of PowerWest Financial Ltd. From
October 1989 until August 1993.

200,000
(4.02%)
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Number and
Per centage of
Common Shares
Beneficially
Name and Owned Before
Municipality of Principal Occupation and Giving Effect to
Residence Office Positions During Last Five Years the Offering®®
Tim Sanderson | Director | Mr. Sandersonisaco-founder of TTI and hasbeenthe 807,915
Calgary, Alberta President and a director of TTI since itsinception in (16.23%)
Also an 1995. Mr. Sanderson isalso the Vice President, Sales
Officer and |at Rafnaand hasheld this position since April 1, 1998.
Director of | Prior thereto, Mr. Sanderson was the western sales
Rafna representative for Modern Track Machinery for five
years. While at Modern Track Machinery, Mr.
Sanderson was responsible for managing and
developing new and existing accounts in the railway
industry.
Barry Pingel President |Mr. Pingel is a co-founder of TTI and has been a 800,015
Burlington, and Director | director since 1997. Mr. Pingel isalso the President (16.08%)
Ontario of Rafna and director of RafnalndustriesLtd. and hasheld these
positions since April 1, 1998. Prior thereto, Mr.
Pingel was the general manager for Modern Track
Machinery. As general manager, Mr. Pingel was
responsiblefor the restructuring and refocusing of the
company. Prior to the position of general manager,
Mr. Pingel held the positions of Canadian sales
manager (5 years) and regional salesmanager (4 years)
with Modern Track Machinery.

Notes:

D
(2)

3

(4)
(5)

(6)

Directors who are members of the Corporation’s Acquisition Committee. See “Use of
Proceeds-The Acquisition Committee”.

Directorswho are members of the Corporation’ s audit committee. The general function of
the audit committee is to review the overall audit plan and the Corporation’s system of
internal controls, to review the results of the external audit and to resolve any potential
dispute with the Corporation’s auditors.

Assuming that no Unitsare purchased under this Offering and excluding the exercise of any
Warrants acquired pursuant to thi s Offering.

Does not include Common Shares issuable upon the exerciseof stock options.

These shares are heldin escrow pursuant to an escrow agreement dated April 27, 1998. See
“Escrowed Securities’.

These shares are held in escrow pursuant to an escrow agreement dated February 1, 1999.
See “Escrowed Securities”.
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Aggregate Ownership of Voting Shares

As at the date hereof, the directors, officers and key employees of the Corporation, as agroup, own
beneficially, directly or indirectly, or exercise control or direction over 2,430,230 Common Shares
or 48.83% of the issued and outstanding Common Shares.

Upon the compl etion of the Offering, the directors, officers and key employees of the Corporation,
asagroup, own beneficially, directly or indirectly or exercise control or direction over 2,430,230
Common Sharesor 39.34% (Minimum Offering) and  (Maximum Offering) of thethen issued and
outstanding Common Shares, assuming that no Units ae purchased by any of them under this
Offering.

MANAGEMENT DISCUSSION AND ANALYSISOFOPERATING RESULTS

Management’s discussion and analysis focuses on key statistics from the consolidated financial
statements and pertains to known risks and uncertainties relaing to the railway industry. This
discussion should not be considered all inclusive, asit excludes changes that may occur in generd
economic, political and environmental conditions. Additionally, other elements may or may not
occur which would affect the Corporation in the future. In order to obtain the best overal
perspective, this discussion should be read in conjunction with the material contained in other parts
of this prospectus and with the financial statements and related notes contained herein.

Corporate Background
The Corporation was formed to consdidate railway maintenance and supply companies.

M anagement believestherailway maintenanceand constructionindustry isfragmented andthereare
severa opportunities for the Corporation to acquire privately owned businesses and refocus them
to meet the changing needs of the North American railways. To date, management of the
Corporation has identified and acquired Rafna Industries Ltd., a company based in Montreal,
Quebec. While the Corporation’s current mandate is to identify other companies with significant
growth prospects, its current operationsare carried out through Rafna. Assuch, themajority of the
discussion below will be in the context of the operations of Rafna.
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Six Months Twelve Months
[tem Ended Nine Months Ended Ended
June 30, 1999 | December 31, 1998% | March 31, 1998®@
Sales $2,776,333 $4,236,376 $3,736,932
Cost of sales $1,443,055 $2,534,061 $2,109,303
Gross profit $1,333,278 $1,702,315 $1,627,629
Expenses - net $575,870 $746,837 $1,033,188
Depreciation/Amortization $101,591 $170,734 $44,987
Pretax income $655,817 $784,744 $549,454
Notes:
Q) Theseresultsreflect nine months of operations of Rafnafrom April 1, 1998 to December 31,

1998.
2 These results reflect twelve months of operations of Rafna. These results are prior to the
acquisition of Rafna by the Corporation.

Sales

Prior to being acquired by TTI on April 1, 1998, Rafnamarketed itsrail gear solely in Canada. After
the acquisition, the Corporation’ s management began the process of marketing itsrail gear into the
U.S. and other markets. The increase in sales to $4,236,376 for the nine months ended December
31, 1998 from $3,736,932 for the twelve months ended March 31, 1998 isaresult of the marketing
effortsinto other marketsand specifically intothe United States. Additional sales growth from the
U.S. market depends on the Corporation maintaining asignificant marketing presencein the United
States, the ability of the Corporationto provide quality rail gear on timeand the favourable results
of rail gear units currently on test with largerail carrier companiesin the United States.

Cost of Sales/GrossProfit

Cost of sales has increased proportionately with the increased levd of sales. Gross profit as a
percentage of sales were 44% for the twelve months ended March 31, 1998 ($1,627,629), 40% for
the nine months ended December 31, 1998 ($1,702,315) and 48% for the sx months ended June
30, 1999 ($1,333,278).

Total marginsin percentage terms decreased from $1,627,629 for the twelve months ended March
31, 1998 to $1,702,315 for the nine months ended December 31, 1998 due mainly to transitional
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issues related to the purchase of Rafna. Specificaly, gross marginsfell after the purchase of Rafna
on April 1, 1998 dueto the transition of management and more importantly due to the transition of
the business from a privately owned regional supplier to a North American supplier of rail gear.

The increase in margins from $1,702,315 for the nine months ended December 31, 1998 to
$1,333,278 for the six months ended June 30, 1999 is due mainly for two reasons. First, the
completion of the Corporation’s plant expansion in April of 1999. The Corporation believes the
plant is operating more efficiently with triple the cgpacity and fewer employees due to theaddition
of automated equipment. Second, with increased output the plant is realizing economies of scde
with suppliers.

Expenses

Expenses at Rafnahaveincreased from $746,837 for the nine monthsended December 31, 1998 to
$575,870 for the six months ended June 30, 1999 mainly for the following reasons. First, as part of
the expansion, the Corporation entered i nto an operati ngl ease to acquirecertain equi pment. Second,
the cost of the leaseis expensed monthly in the income statement. As well, Rafna expanded its
current facility. The expansion costs were incurred by the owners of the building and Rafna's
monthly rent increased. Finally, Rafnahired two additional sales staff.

Depreciation and Amortization

Depreciation and amortization increased from $44,987 for thetwel ve monthsended March 31, 1998
to $170,734 for the nine months ended December 31, 1998 and $101,591 for the six months ended
June 30, 1999 due to the purchase of Rafna and the corresponding increase in asset values and
goodwill.

Forward L ooking Statements

A number of matters discussed in the foregoing Management’s Discussion and Analysis are not
historical or current facts and deal with potential future circumstances and developments and are
forward |ooking statements within the meaning of applicable securities laws. Such statements are
qualified by inherent risks and uncertainties surrounding future expectations generaly, and the
Corporation’ sactual results and experience involving anyoneor more of the matters set forthin the
forward looking statements. Certain of the notablerisksand uncertainties are discussed above under
the heading “ Risks and Uncertainties’.
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EXECUTIVE COMPENSATION
Compensation of Executive Officers
The Corporation presently has two executive officers and five directors. Michagl Kohut, the
president of the Corporation, is currently paid a salary of $50,000 per year effective February 25,
1999. Prior to February 25, 1999, Michael Kohut’s wholly owned company was paid $50,000 for
consulting servicesrendered from January 1998 to February 1999. TheCorporation intendsto enter
into atwo year agreement to pay Michael Kohut a salary of $120,000 per year effective November
1, 1999. No other cash compensation, fees, commissions, bonuses or other compensation has been
paid to any executive officer of the Corporation since incorporation.
Compensation of Directors
Nil.
Summary Compensation Table
The following table sets forth compensation on a consolidated basis awarded or paid to, or earned

by, Timothy Sanderson, Barry Pingel, Michael Kohut and Dale Owen during the financial years
ended December 31 in each of 1996, 1997 and 1998.

THE REMAINDER OF THISPAGE LEFT INTENTIONALLY BLANK
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Long-Term Compensation

Annual Compensation Awards Payouts
Securities| Restricted
Under Shares or
Other Options/ | Restricted All Other
Y ear Annual SARS Share LTIP Compen-
Name and ended Salary Bonus [ Compen- | Granted Units Payouts sation
Principal Position| Dec. 31 ($) ($) sation (#) (%) ($) (%)
Timothy Sanderson 1998 $70,000 Nil Nil Nil Nil Nil Nil
Officer of Rafna 1997 $Nil Nil Nil 45,000 Nil Nil Nil
and Director of the 1996 $Nil Nil Nil Nil Nil Nil Nil
Corporation
Barry Pingel 1998 $70,000 Nil Nil Nil Nil Nil Nil
President and 1997 $34,622 Nil Nil 25,000 Nil Nil Nil
Director of Rafna 1996 $Nil Nil Nil Nil Nil Nil Nil
Michael Kohut 1998 $Nil Nil Nil 40,000 Nil Nil Nil
President and 1997 $Nil Nil Nil 100,000 Nil Nil Nil
Director of the 1996 $Nil Nil Nil Nil Nil Nil Nil
Corporation

Notes:

(D

The options were granted to MM Capital Corp. as a consultant to the Corporation for

servicesrendered. Michael Kohut isthe sole shareholder, director and officer of MM Capital

Corp.

I ndebtedness of Directors and Executive Officers

No directors or executive officers are or have in the past been indebted to the Corporation.

Options/SARs Grants During The Most Recently Completed Financial Year

Thefollowing table setsforth the stock optionsand SARsgranted to directorsand executive officers
during the fiscal year ended December 31, 1998.

THE REMAINDER OF THISPAGE LEFT INTENTIONALLY BLANK
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Market Value of
% of Total Securities
Options/SARs Underlying
Securities Granted to Options/SARs
Under Options | Employeesin | Exerciseor Base on the Date of
Name and /SARs Granted Financial |Price Grant Expiration
Position # Y ear ($/Security) ($/Security) @ |Date
Michael Kohut,| 40,000 ® @ 100% $0.20 N/A May 25, 2003
President and
Director
James Riddell, 40,000 @ 100% $0.20 N/A May 25, 2003
Director
Dale Owen, 40,000 @ 100% $0.20 N/A May 25, 2003
Secretary and
Director
Tim Tychalis, 40,000 @ 100% $0.20 N/A May 25, 2003
Director
Tim Sanderson, 45,000 ® 100% $0.75 N/A November
Director 2002
Total 205,000
Notes:
(1)  These options were granted to the directors of the Corporation prior to the Corporation’s

listing on the ASE.

2

MM Capital Corp. wasissued 100,000 stock options to purchase Common Shares in its

capacity as a consultant to the Corporation. MM Capital Corp. is a corporation controlled
by Michael Kohut, the president and a director of the Corporation. These options were
granted in TTI prior to the Takeover and exchanged for stock options of the Corporation
pursuant to the Takeover. See* Stock Option Plan”.

3)

of the Corporation pursuant to the Takeover.

(4)

Stock Option Exercisesin Last Fiscal Year and Fiscal Year-End Option Values

These options were granted in TTI prior to the Takeover and exchanged for stock options

Therewas no publicmarket for the securities underlyingthe options on the dete of the grant.

During thefiscal year ended December 31, 1998, atotal of 40,000 optionsfor Common Shareswere
exercised by officers, directors and employees or the Corporation as follows:
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Number Number
Name and Position Exercised (#) Unexercised (#) |Net Value Upon Exercise

Bill Lister 40,000 Nil $72,000 @
Past Director

Notes:

Q) Mr. Lister wasgranted, in hiscapacity asadirector of theCorporation, an option to purchase
40,000 Common exercisableat aprice of $0.20 per Common Share. At the date of exercise,
the Corporation’s Common Shares were trading at a price of $2.00 per Common Share.

Stock Option Plan

Thedirectors and sharehol ders of the Corporation have adopted a stock option plan (the “Plan”) for
itsdirectors, officers, consultants and key employees. Pursuant to the Plan, the Board of Directors
of the Corporation may allocate non-transferable options to purchase Common Shares of the
Corporation to directors, officers and employees of the Corporation and its subsidiaries. The
aggregate number of Common Shares to be issued upon exercise of all options granted under the
Plan and the aggregate number of Common Shares to be issued to an individual upon exercise of
options granted under the Plan shall not exceed the maximum number of Common Shares permitted
to beissued under the rules of any stock exchange on which the Common Shares are thenlisted or
other regulatory body having jurisdiction.

The Plan provides that the exercise price of the Common Shares covered by each option shall be
determined by the Board of Directors and shall not be less than the price permitted by any stock
exchange on whichthe Common Sharesarethen listed or by any regulaory body having jurisdiction.
The current rules of the ASE limit the number of Common Shares to be issued at 10% of the
Corporation’sissued and outstandng share total, and in addition, no single optionee may receive
options for more than 5% of the Corporation’s issued and outstanding Common Shares.

Thefollowing stock options have been granted to directors, officers, employees and consultants of
the Corporation under the Stock Option Plan.

THE REMAINDER OF THISPAGE LEFT INTENTIONALLY BLANK
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Number of Exercise Price
Common Shares Per Common
Optionee Under Option | Date of Grant Share Expiry Date
Michael Kohut 40,000 May 25, 1998 $0.20 May 25, 2003
James Riddell 40,000 May 25, 1998 $0.20 May 25, 2003
Dale Owen 40,000 May 25, 1998 $0.20 May 25, 2003
Tim Tycholis 40,000 May 25, 1998 $0.20 May 25, 2003
Tim Sanderson 45,000 November $0.75 November 2002
1997
!y)ll\/l Capital Corp. | 100,000 November $0.75 November 2002
1997
Don Webber 20,000 December $0.75 December 31,
1998 2003
Rafna Employees 50,000 Various Dates $0.75 - $1.50 Various Dates

Note:
(1) A corporation controlled by Michael Kohut, the president and a director of the Corporation.
These options were granted to MM Capital Corp. as a consultant to the Corporation.

INFORMATION CONCERNING GENERAL BODY AND EQUIPMENT LTD.
Letter of Intent

The Corporation has entered into anon binding letter of intent (the“ Letter of Intent”) dated July 26,
1999 with Cam Barnfather, Gerald Marcoux, L ee M orrison and Wolfgang Kominski (the*Vendors”)
to acquire al the issued and outstanding shares of General Body and Equipment Ltd. (“Genera”)
for $5.1 million. Based on the Letter of Intent and subsequent discussions, the purchase priceisto
be paid as $3.056 million in cash and $2,044,000 in Common Shares of the Corporation. The
Common Shares to be issued by the Corporation as part of the purchase price are to be issued at a
priceequal tothelessor of the average fifteen day trading price of the Corporationimmediately prior
to closing of the purchase and sale or $3.00 per Common Share. The Corporation intends to issue
681,333 Common Sharesto theVendorsintheevent the Corporation’ sCommon Sharetrading price
isat least $3.00 per Common Share. Based on the Letter of Intent and subsequent discussions, the
Corporation may issue up to $500,000 worth of additional Common Shares as part of the purchase
price, theamount of the additional Common Sharesto beissued to be based upon theincome earned
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in General from November 1, 1998 to October 31, 1999. Under thetermsof the L etter of Intent and
subject to Regulatory Approval, these Common Shares will be voluntarily escrowed for aperiod of
one year from the closing date of the transaction.

The Letter of Intent is non-binding, and is subject to financing, the finalization of purchase price
adjustments, the compl etion of due diligence and completing aformal purchase and sale agreement.

General Body & Equipment Ltd.

General manufactures, installs and services customized truck and trailer bodies. General is based
in Western Canada and has facilities located in Edmonton, Calgary, Regina and Saskatoon.

In the opinion of management, the synergiesresulting from the General acquisition could enablethe
Corporation to provide a turnkey service for its Canadian and U.S. customers. That is, the
Corporation will manufacture rail gear and General will manufacturetruck bodiesaswdl asinstall
and service the Corporation’ srail gear.

Thereisapossibility that the acquisition of General may not occur under the terms described above,
if adl. Intheevent the acquisition of General doesnot occur for any reason, the funds raised may
be used for the acquisition of other businesses by the Corporation and for internal expansion of the
Corporation. See “Use of Proceeds”.

USE OF PROCEEDS
Funds Available

The estimated net proceeds of approximately $2,700,000, if theMinimum Offeringisachieved, and
upto$ if the Maximum Offering is achieved, available to the Corporation are comprised of the
estimated gross proceeds of this Offering of $3,000,000 (Minimum Offering) upto$ (Maximum
Offering) (after deducting the Agent’s commission of $225,000 (Minimum Offering) or $

(Maximum Offering), as the case may be, and theestimated expenses of this Offering of $75,000.

In the event that the Agent exercisesthe Agent’ s Option, the Corporation will receivean additional
$690,000 if we include warrant exercise (Minimum Offering) and upto $ (Maximum Offering)
from theissuance of Units, which will be added to the Corporation’ sworking capital. See*Plan of
Distribution”.
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Principal Purposes

The funds available to the Corporation from this Offering (after payment of commission and
expenses) are intended to be expended for the following purposes:

Maximum Minimum
Offering Offering
Description (Cdn. $) (Cdn. $)
1 Acquisitions® $ $2,700,000
2 Repayment of debt - TD Loan® $ Nil
3 Purchase of machinery and equipment $ Nil
TOTAL $ $2,700,000

Notes:

Q) Thenet proceedsto be used for acquisitionswill be held in aseparate bank account and used
as approved by the Acquisition Committee. The Corporation intends to pursue acquisitions
of companies within itsindustry. The Corporation believes it isin the best interest of the
shareholders to acquire companies which can accd erate the Corporation’ s growth plans.

2 See “Debt of the Corporation” —Notes 1 and 2.

The Acquisition Committee

The Board of Directors of the Corporation appointed an Acquisition Committee comprised of
Michael Kohut, Tim Tycholisand JamesRiddell. It was decided by the Board of Directorsthat the
Acquisition Committee should be composed of one related and two independent directors. An
independent director is a director who is not an officer of the Corporation. The purpose and
responsibility of the Acquisition Committee will be to review and evaluate acquisitions proposed
by the management of the Corporation and to provide the Corporation’ s Board of Directorswithiits
recommendations The Acquisition Committee’ s mandate is to evaluate the potential acquisitions
on the following criteria: strategic synerges in products and selling processes, management and
personnel associated and inherited with the acquisition, the acquisition price, the acquisition’s
growth potentid, and synergies in distribution and sales strategies.

The Corporation will useits best effortsto use the net proceeds of this Offering asdescribed above.
Whileitisthe Corporation’ scurrent intention to expend the net proceeds of this Offering asset forth
above, management will review the Corporation’ sbudget on aregular and timely basis and assess
opportunitiesin thecontext of its budget.
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There may be circumstances where, for sound business reasons, a reallocation of funds may be
necessary in order for the Corporation to achieve its stated business objectives.

CAPITALIZATION

The following table sets forth the capitalization of the Corporation on aconsolidated basis both

before and af ter giving eff ect to this Offering.

Outstanding Outstanding
. after giving effect | after giving effect
Outsta;dlng to the Maximum to the Minimum
agoatlglége Offering Offering

Share Capital | Authorized | (audited) @ (ungydjtsa) (unpydiis)

Common Unlimited $1,285,253 $ $3,985,253

Shares (4,976,442 ( shares) (6,176,442 shares)

shares)
Preferred Unlimited Nil Nil Nil

Shares

Warrants N/A Nil 1,200,000

Debt © N/A $1,180,745 @ ®

Notes:

(D) As at June 30, 1999, the Corporation had retained earnings of $679,665.

2 See" Description of Share Capital” for ageneral description of the material rights, privileges,
restrictions and conditions attached to the Common Shares.

3 Dollar valuesaredetermined after deduction of expensesof issuanced Unitspursuanttothis
Offering.

4) A total of 375,000 Common Shares are reserved for issuance on exercise of outstanding
stock options held by directors, officers, employees and consultants, exercisable at various
prices and expiring at various times. See “ Stock Options’. That number of Units equal to
10% of the number of Units soldareissuable pursuant to the exercise of the Agent’ s Option
at aprice of $2.50 per Unit for a period of 24 months following the date of closing of this
Offering. See* Stock Options’. The Common Shares and Warrantsissuable on exercise of
the foregoing options are not included in the table above.

(5) A minimum of 1,200,000 Warrantsup to amaximum of ~ Warrantsare issuable as part of

the Units offered under this prospectus. Each whole Warrant entities the holder to acquire
one additional Common Share at a price of $3.25 per share for aperiod of 12 months from
the date of closing of this Offering. Upon the exercise of the Agent’ s option, aminimum of
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120,000 Warrants and amaximum of  additional Warrants may be issued. See*Plan of
Distribution” and “Description of Share Capital - Warrants.”

A total of 163,523 Common Sharesarereserved for issuanceon conversion of the debt under
the letter agreement entered into by the Corporation dated November 25, 1997. See*“Debt
of the Corporation”.

See “Debt of the Corporation”.

Assumes that  of the net proceeds will repay debts of the Corporation. See “Use of
Proceeds’.

DEBT OF THE CORPORATION

The following teble sets forth the debt of the Corporéion on a consolidated basis:

Amount of Debt

as of June 30,
Nature of Debt 1999 Interest Rate Repayment Schedule
Demand Loan® $443,057 Bank primeplus | Three year term payable on
1.5% demand

Letter $122,642 4% per annum See Note 2 below

Agreement®

Operating Loan® $160,000 Bank primeplus | On demand

1%

Operating Lease® $455,046 7.56% per annum | Monthly, in arrears, based on
amount drawn (Fixed rate
payment is $8,765.51 plus GST
and taxes, based on asset cost,
term and rate specified)

TOTAL DEBT $1,180,745

Notes:
Q) A Canadian chartered bank provided the Corporation with aloan of $850,000. Thisloanwas

used to partially pay for the acquisition of Rafna. Under the terms of the loan, the
Corporation isrequired to pay $23,611 per month inprincipal paymentsand interest at bank
primerate plus 1.25% per annum. Theloan is payable upon demand. Theloanis secured
by a general security agreement representing afirst charge on all present and after property
acquired as well as by an assignment of fire insurance.
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(2 ThisLetter Agreement isunsecured and subordinated, to theright of payment of the demand
loan (see Note 1). This Letter Agreement allows for the creditor to convert the debt at the
holders option into Common Shares of the Corporation at any time in perpetuity at a price
of $0.75 per common share. The agreement bearsinterest at 4% per annum should no part
of the debt be exercised for payment or converted into Common Shares within one year of
this date of issue. The debt has no fixed repayment date. The issue date of the agreament
wasNovember 25, 1997. During theyear 1998, the creditorsforgave one half of theoriginal
amount of the debt owing, in the amount of $122,642.

3 A Canadian chartered bank provided the Corporation with an operating loan for working
capital. The maximum available under the loan is $400,000. Theloan bearsinterest at the
bank primerate plus1%. Theloanissecured by a general security agreement representing
afirst charge on al present and ater property acquired as well as by an assignment of fire
insurance.

(4) A Canadian chartered bank provided the Corporation with an operating leasein the amount
of $490,000 of which, as of the date hereof, $455,046 is outstanding. This|oan was used to
finance the acquisition of equipment. Under the terms of the loan, the Corporation is
required to pay a fixed interest rate of 7.56% per annum. The loan is repaid monthly on
arrears based on the amount drawn with a fixed rate payment of $8,765.51 plus GST and
taxes. Theloan is secured by an ownership title in the leased equipment and a regstered
security interest.

DESCRIPTION OF SHARE CAPITAL
Common Shares

The Corporation is authorized toissue an unlimited number of Common Shares without nominal or
par value of which asat the date hereof, 4,976,442 Common Sharesareissued and outstanding. The
holders of the Common Shares are entitled to dividends as and when declared by the Board of
Directors, to one vote per share at meetings of common shareholders of the Corporation and, upon
liquidation, to receive such assets of the Corporation as are distributable to the holders of the
Common Shares. All of the outstanding Common Shares are fully paid and non-assessable.

Preferred Shares

The Corporation is authorized to issue an unlimited number of preferred shares (the “Preferred
Shares’). The Preferred Shares may be issued from time to time in one or more series, each
consisting of a number of Preferred Shares as determined by the board of directors of the
Corporation who also may fix the designations, rights, privileges, restrictions and conditions
attaching to the shares of each series of Preferred Shares. There are no Preferred Sharesissued and
outstanding. The Preferred Shares of each series shall, with respect to payment of dividends and
distribution of assetsin the event of voluntary or involuntary liquidation, dissolution or winding-up
of the Corporation or any other distribution of the assets of the Corporation among its shareholders
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for the purpose of winding-up its affairs, rank on a parity with the Preferred Shares of every other
series and shall be entitled to preference over the Common Shares and the shares of any other class
ranking junior tothe Preferred Shares.

Warrants

The Warrants will be issued pursuant to a purchase warrant indenture (“Warrant Indenture”) to be
entered into between the Corporation and Montreal Trust Company of Canada dated ( , 1999).
Each whole Warrant entitles the holder to subscribe for and purchase one Common Share at aprice
of $3.25 per Common Share, exercisableon or before 4:30 p.m. (Calgary time) on that date which
isone year fromthe date of closing of the Offering (the “ Expiry Time”), subject to the adjustments
set out in the Warrant Indenture. Warrants may be exercised by surrendering, after the date the
Warrantsareissued and before the Expiry Time, the Warrants with aduly completed and executed
subscription together with acertified chegue, bank draft or money order inlawful money of Canada
payableto or to the order of the Corporation in an amount equal to the number of Common Shares
issuable upon the exercise of the Warrants multiplied by $3.25, to Montreal Trust Company of
Canada at its principa office in Calgary, Alberta. Immediately ater the Expiry Time, all rights
under the Warrants shall cease and terminate and such Warrants shall be void and of no further force
or effect.

TheWarrant Indenture providesthat the Corporation may purchase, by private contract or otherwise,
all or any portion of the Warrants and any Warrants so acquired shall be cancelled and may not be
reissued. The Warrant Indenture also provides that the exercise price per Common Share is subject
to adjustment in certain events, including:

@ the subdivision or consolidation of the Common Shares or the issue of Common
Sharesto al or substantially al of the holdersof Common Shares by way of astock
dividend other than an issue of Common Shares to such holdersasa“dividend paid
in the ordinary course” (as defined in the Warrant Indenture);

(b) the issue or rights or warrants to all or substantially all the holders of Common
Shares entitling them within a period of no longer than 45 days after such date of
issue to acquire Common Shares (or securities convertible or exchangeable into
Common Shares) at less than 95% of the “ Current Market Price” (as defined inthe
Warrant Indenture) of the Common Shares; and

(©) thedistributionto all or substantially all the holders of Common Sharesof: (i) shares
of any other dass whether of the Corporation or any other corporation; (ii) of rights,
options or warrants (other than those referred to above); or (iii) evidences of
indebtedness or of assets (excluding “dividends paid in the ordinary course”).
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No adjustment to the exercise price will berequired to be made: (a) unlessthe cumulative effect of
such adjustment or adjustments would change the exercise price by at least 1%; or (b) in respect of
the issue of Common Shares pursuant to: (i) the exercise of Warrants, or (ii) the issuance of
Common Shares under the Corporation’ sincentive plans.

To the extent that the holder of a Warrant would otherwise be entitled to purchase a fraction of a
Common Share, such right may be exercised only in combination with other rights which in the
aggregateentitle the holder to purchase a whole number of Common Shares. Holders of Warrants
will not be entitled to any cash payment or ather compensation in respect of fractional entitlements.
Holders of Warrants do not have any voting or preemptiverightsor any other rights as shareholders
of the Corporation.

PRINCIPAL HOLDERS OF VOTING SHARES
The following table sets forth the sharehol dings of those persons who own of record or are known
to the Corporation to own beneficially, directly or indirectly, or exercise control or direction over,
more than 10% of the issued and outstanding Common Shares both before and after giving effect

to this Off ering.
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Number and Number and
Number and Per centage of Per centage of
Per centage of Sharesof the Shares of the
Shares of the Corporation Held or | Cor poration Held or
CorporationHeld [Controlled After Controlled After
or Controlled Giving Effect to the |Giving Effect tothe
Name, Title | Typeof Before Giving effect |Maximum Minimum
and Position | Ownership [this Offering Offering®® Offering®®
Tim Of record 807,915% 807,915 807,915
Sanderson, and (16.23%) ( %) (13.08%)
Director of beneficially
the
Corporation
Barry Pingel, | Of record 800,015 800,015 800,015
President and | and (16.08%) ( %) (12.95%)
Director of beneficially
Rafna
Notes:
Q) A portion of these sharesare held in escrow pursuant to an escrow agreement dated February

(2)

1, 1999. See“Escrowed Securities’.
Does not include Common Shares issuable upon the exerciseof stock options.

Assuming that no Units are purchased under this Offering and excluding the exercise of any
Warrants acquired pursuant to thi s Offering.

3

PRIOR SALESOF SECURITIES

Since the date of incorporation of the Corporation, 4,976,442 Common Shares have been issued as
follows:
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Number of Aggregate Consideration
Date Description Common Shares IssuePrice Received
June 30, Initial Pubic 2,000,000 @ $300,000 cash
1998 Offering
July 13, 1998 | Agents Option 50,000 $10,000 cash
Feb. 25, Takeover @ 2,836,442 $2,127,332 shares
1999
Mar. 12, Agents Option 50,000 $10,000 cash
1999
June 16, Directors option 40,000 $8,000 cash
1999
Total 4,976,442 $2,455,332

Notes:

Q) 1,000,000 common sharesissued prior to June 17, 1998, are held in escrow. See* Escrowed
Securities’.

(2)  TheCorporation completeditsmajor transaction asoutlined initsinformation circular dated
December 1, 1998 and approved by the sharehol dersdated January 25, 1999. Thetransaction
consisted of the takeover of Transportation Technologiesinc. (“TTI”) and itswholly owned
subsidiary Rafnalndustries Ltd. (“Rafna’). The transaction was asharefor share exchange
and was approved by the ASE effective February 25, 1999.

(3) Of these shares, 1,332,562 areheldinescrow. See* Escrowed Securitiesof the Corporation”.

4) $179,914 was included in share capital with respect to the Takeover based on the reverse

takeover accounting guidelines. Seethe Corporation’ sfinancial statementsof June 30, 1999
- note #9.

TRADING HISTORY

The Common Shareswerelisted and posted for trading on the ASE on June 30, 1998, and aretrading
thereon under thetrading symbol “GBI”. Thefollowing table sstsforth the particulars of thetrading
of the Common Shares since October of 1998.
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Month Ending High Low Volume
October, 1998 $1.62 $1.00 41,800
November, 1998 $2.00 $1.50 36,300
December, 1998 $2.65 $2.85 55,900
January, 1999 $2.65 $2.15 86,367
February, 1999 $2.45 $2.00 21,700
March, 1999 $2.50 $2.00 84,200
April, 1999 $2.35 $1.80 75,821
May, 1999 $2.25 $2.00 41,000
June, 1999 $2.50 $2.00 132,333
July, 1999 $3.00 $2.30 71,700
August, 1999 $3.10 $2.75 74,500
September, 1999 $2.90 $2.40 8,879
October, 1999 $ $

The closing trading price of the Common Shares on October 25, 1999 was $2.60.

DIVIDEND RECORD AND POLICY

To date, the Corporation has not paid dividends on its Common Shares. The intention of the
Corporation is to retain earnings to finance future growth and accordingly the Corporéion has no
present intention to pay dividends on its Common Shares.

ESCROWED SECURITIES

Pursuant to two escrow agreements dated April 27, 1998 and February 1, 1999 (the “Escrow
Agreements’) among the Corporation, the Montreal Trust Company of Canada and certain holders
of Common Shares of the Corporation (the “ Escrowed Shareholders’), the Escrowed Shareholders
have deposited an aggregate of 2,332,562 Common Shares of the Corporation (the “Escrowed
Shares’) withthe Montreal Trust Company of Canadato beheld in escrow pursuant to thetermsand
conditions of the Escrow Agreements. The Escrow Agreements provide that the Escrowed Shares
may not be traded, released, transferred, or dealt with in any manner without the consent of the
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Executive Director of the Commission. The Escrow Agreements providethat upon the Corporation
completing the mgjor transaction, the Escrowed Shares are released as to one third on each of the
first, second and third anniversary dates of thecompletion of the Major Transaction on February 25,
1999.

The following table outlines the number of securities of the Corporation deposited in escrow with
the Montreal Trus Company of Canada as at the dae of this prospectus.

Number of SecuritiesHeld in Per centage of Class of Securities held
Escrow in Escrow
After After
Designation of After Before Minimum Maximum

Class of Securities | Before Offering Offering Offering | Offering Offering

Common Shares 2,332,562 2,332,562 46.87% 37.77% %

INTERESTS OF INSIDERSIN MATERIAL TRANSACTIONS

Other than as disclosed herein, management of the Corporation is not awareof any material interest
inany matter to be acted upon or any material transaction, direct or indirect, of any director or senior
officer of the Corporation, or of any person beneficially owning, directly or indirectly, more than
10% of the Corporation’s voting securities or any associate or affiliate thereof.

PLAN OF DISTRIBUTION

Pursuant to an agency agreement dated , 1999 (the“ Agency Agreement”) between the Corporation
and Acumen Capital Finance Partners Limited (the “Agent”), the Agent has been appointed agent
of the Corporation to offer for sale to the public the Units offered herein, subject to the terms and
conditions of the Agency Agreement. The Agent will receive a commission equal to 7.5% of the
gross proceeds of the Offering, being an aggregate of $225,000 if minimum subscriptions are
receivedandupto$ if maximum subscriptions are received. In addition the Corporation will be
responsible for all out-of-pocket costs incurred by the Agent including legal fees, regardiess of
whether or not the Offering is completed, and has paid the Agent a non-refundable fee of $15,000
(plus GST). The Corporation has also agreed to grant to the Agent, conditional upon the closing of
the Offering, a non-transferable option to acquire between 120,000 Units (Minimum Offering) and
an aggregateof  Units (Maximum Offering) (or an amount equal to 10% of the number of Units
sold hereunder) at an exercise price of $2.50 per Unit which option shdl expire 2 yearsfrom the date
of closing of this Offering (the “Agent’s Option”). The Agent has agreed to use its best efforts to
secure subscriptions for the Units offered hereunder on behalf of the Corporation. The obligations
of the Agent under the Agency Agreement may be terminated on the basis of its assessment of the
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financial markets and upon the occurrence of certain stated events, including any material adverse
changes in the business or financial condition of the Corporation.

ThisOfferingisnot underwritten and i ssubject to atotal minimum subscription of $3,000,000 which
must be raised within 90 days of the issuance of areceipt for thefiling of afinal prospectus or such
other time as may beauthorized by the appropriateauthority and agreed to by the Agent (the* Expiry
of the Offering”). If the minimum subscription is not raised by the Expiry of the Offering,
subscription monies will be returned to subscribers without interest or deduction.

The Agent hereby conditionally offers, as agent, on behalf of the Corporation a minimum of
1,200,000 Units ($3,000,000) up to amaximum of  Units($ ) on a“best efforts’ basis, subject
to prior saleif, asand whenissued. Subscriptions may be received subject to rejection or allotment
in whole or in part and the right is reserved to close the subscription books at any time without
notice.

INCOME TAX CONSIDERATIONS

In the opinion of Ballem Maclnnes, counsel to the Corporation, (“ Counsel”) thefollowing isafar
and adequate summary of the principal Canadian federal income tax considerations generaly
applicableto holders of Common Shares and Warrants who are, or are deemed to be, resident in
Canada, who deal at arms’ length with the Corporation and who hold such securities as capital
property, all within the meaning of the Income Tax Act (Canada) (the “Tax Act”). The Common
Sharesand Warrantswill generally be considered capital property to the holder thereof unless either
the holder holds such securitiesin the course of carrying on abusinessor the holder has acquired the
securities in a transaction or transactions considered to be an adventure in the nature of trade. In
certain circumstances, Common Shares whichwould not otherwise qualify as capital property to a
subscriber will be deemed to so qualify if the subscriber makes an irrevocabl e d ection as permitted
by subsection 39(4) of the Tax Act in respect of all “ Canadian securities” (within the meaning of the
Tax Act) owned by such subscriber.

Thissummary is based upon the current provisions of the Tax Act, the regulations thereunder (the
“Regulations’), Counsel’s understanding of the current published administrative practises of
Revenue Canada, Customs, Excise and Taxation (“ Revenue Canada’) and proposed amendments
to the Tax Act and the Regulations publicly announced by the Minister of Finance prior to the date
hereof (the*Proposals’). Thissummary assumesthat the Proposalswill be enacted as proposed but
does not take into account or articipate any other changesin law, whether by way of judiaal,
legislative or legislation considerations. No assurances can be given that the Proposals will be
enacted as proposed or that legidative, judicial or administrative changeswill not modify or change
the statements expressed herein.
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The following discussion of the income tax considerationsis of a general nature only, is not
exhaustive of all the income tax considerationsand is not intended to constitute income tax
advise to any particular Subscriber. Accordingly, Subscribers should consult their own
income tax adviser swith respect to theCanadian feder al incometax consequenceswhich will
result from an investment in Common Sharesand Warrants.

Per Unit Allocation of Purchase Price

The price of each Unit must be allocated on areasonable basis between the Common Sharesand the
Warrantsthat form the Unit. Revenue Canada has taken the position that the all ocation must be the
same for the Corporation and the Subscriber. The Corporaion will dlocate $2.50 of the Unit
offering priceto the Common Shares ($2.50 per Common Share) and $0.00 of the Unit offering price
to the Warrants. This allocation is considered by the Corporation to be reasonable, however, such
allocation will not be binding on Revenue Canada.

Exercise of Warrants
The exercise of a Warrant by a subscriber will be deemed not to be a disposition of property for
purposes of the Tax Act and the cost of the Common Shares acquired on the exercise of the Warrant
will be deemed to bethe cost of the Common Shares acquired in such circumstances.

ELIGIBILITY FOR INVESTMENT
In the opinion of Ballem Maclnnes, counsel to the Corporation, provided that the Common Shares
arelisted on arecognized Canadian stock exchange and continuously thereafter, the Common Shares
and Warrants purchased by an investor will, as of the date of Closing and thereafter, be qualified
investments under the Income Tax Act (Canada) for trusts governed by a registered retirement
savings plan.

DILUTION

The Offering price of $2.50 per Unit exceeds the net tangible book value as at June 30, 1999
(audited) per Common Share after giving eff ect tothe Offeringby $ or % (Maximum Offering)
or by $1.70 or 68% (Minimum Offering).

The following table sets forth the calculation of the dilution per Common Share.
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Maximum Minimum
Maximum Offering Minimum Offering
Offering Per Share Offering Per Share
Offering Price $3,000,000 $2.50
Net book value before Offering $1,964,918 $0.39
Net book value attributab e to this $3,000,000 $2.50
Offering™
Net book value after giving effect to $4,964,918 $0.80
this Offering®
Dilution to Subscribers $2,035,383 $1.70
Percentage o dilution in rdation to 68% 68%

the Offering

Notes:

D)
)

estimated expenses of this Offering.

Common Shares (Maxi mum Offering) issued and outstandi ng.

MATERIAL CONTRACTS

Calculation does not include the deduction of commissions payable to the Agent and the

After the Offering, there will be 6,176,442 Common Shares (Minimum Offering) and up to

Sinceincorporation, neither the Corporation, Rafnanor TTI has entered into any contracts material
to subscribers of the Units, other than as follows:

1.

An Escrow Agreement dated April 27th, 1998, among the Corporation, Montreal Trust
Company of Canada and certain holders of common shares of the Corporation. See
“Escrowed Securities of the Corporation”.

An Escrow Agreement dated February 1, 1999 among the Corporaion, Montreal Trust
Company of Canada and certain holders of common shares of the Corporation. See
“Escrowed Securities of the Corporation”.

Share Purchase Agreement dated as of May 1, 1998, but effective March 31, 1998, among
Rafna, TTI, Tim Sanderson, Barry Pingel, Gordon Frail, Katherine Frail, Deborah Frail and

Carolyn Frail.

Non-Competition Agreement dated May 1, 1998 among Gordon Frail, Rafnaand TTI.
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5. Demand Loan with The Toronto Dominion Bank.

6. Employment Agreement with Deborah Frail dated May 1, 1998.

7. Non-Binding Letter of Intent dated July 26, 1999 between theV endors and the Corporation.
8. Agency Agreement dated  between the Corporation and the Agent.

0. Warrant Indenture dated  between the Corporation and the Montreal Trust Company of
Canada to be dated upon the Closi ng of the Offering.

10. Employment Agreement dated  between the Corporation and Michael Kohut.

Copies of the above contracts may be inspected during normal business hours at the head office of
the Corporation located at 450, 444 - 5th Avenue SW, Calgary, Alberta, at the offices of Ballem
Maclnnes, Barristers and Solicitors, 1800, 350 7th Avenue SW, Calgary, Alberta, T2P 3N9, and at
the offices of the Alberta Securities Commission 410, 300 5th Avenue SW., Calgary, Alberta, T2P
3C4, during the course of distribution and for a period of 30 days thereafter.

RISK FACTORS
Investment in the Units offered under this prospectusinvolves a significant degree of risk.
Prospective investors should carefully review the following factors, together with other
information contained elsewherein thisprospectus.
Limited Financial Resour ces
The financial resources of the Corporation are not significant, particularly in rdation to its
competitors. The Corporation’s ability to fuly exploit the opportunities which it is presented may
be dependent upon their ability to obtain additional financing either by debt, equity or othe means.
There is no guarantee that additional funding will be available.

Dividends

The Corporation has not paid any dividends to date, and the Corporation does not intend to pay
dividends in the foreseeable future. See “Dividend Record and Policy”.
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Fluctuating Exchange Rates

A significant portion of the Corporation’ s projected revenues and expenses may be denominatedin
U.S. dollars, and would therefore be subject to exchange rate fluctuations. Exchange rates are
determined by market factors beyondthe control of the Corporation and may vary substantially and
have a material adverse effect on the Corporation’ s results of operation.

Reliance on M anagement

The success of the business of the Corporation is contingent on the judgment and expertise of the
directorsand officers of the Corporation. Personswho are not willing to rely on the expertise of the
directors and officers of the Corporation should not i nvest in this Offering.

Dependence on Key Personnel

Thebusiness of the Corporation at thistimeis substantially dependent on the servicesof certain key
personnel. The Corporation does not currently maintain “key man” insurance for any of itskey
personnel. The loss of their sarvices could have a material adverse effect on the business of the
Corporation. The success of the Corporation and its business strategy depends, to a degree upon
the skill and efforts of its management and to its ability to attract and retain qualified management
personnel. The Corporation’s future expansion planswill also be dependent upon itsability to hire
and retain suitably qualified and capable sal es representativesto act on its behal f with respect to the
securing of new accounts. The Corporation’sability toacquire appropriately skilled representatives
who will be able to achieve the Corporation’ s sales objectives remains uncertain.

Use of Proceeds

A significant portion of the net proceeds of this Offeringwill be deposited in aseparate bank account
and used for acquisitions as approved by the Corporation’ s Acquisition Committee. Consequently,

certainrisk factorsareinherent in such ause of proceeds. Therecan be no assurancethat thecriteria
established for the use of these proceeds will be satisfied.

Dilution

Subscriberswill suffer immediate dilutionor $ per Common Shareor % (Maximum Offering)

or by $1.70 per Common Share or 68% (Minimum Offering) with respect to the offering price per
Unit compared to the net book value per Common Share. See “Dilution”.
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Competition

The Corporation is subject to competition from companieswith abroader range of products, greater
financial resourcesand larger marketing capabilities. Therecanbeno assurancethat the Corporation
will be ableto continueto compete successully with existing competitors or will be ableto compete
successfully with new competition.

Product Supply

Rafna has been and may continue to remain reliant upon third party contractors to provide products
and services to produce its product and services. The Corporation is therefore exposed to risks
associated withtheskills, abilities, timeliness, and quality assurancestandardsutilized by thesethird
parties. In the event that unsatisfactory services ae rendered, the recourse available to the
Corporation may be limited.

Proprietary Rights

The Corporation has limited registered proprietary rights pertaining to its products. The ability of
the Corporation to protect its services or operations from replication by third parties is therefore
limited.

Dependence on Customers

Demand for the Corporation’s rail gear depends primarily on the levd of spending by the magjor
railways. Demand for the Corporation’s produds are potentially characterized by large one time
orders. The successof the Corporationisdirectly related to the strength of itsrelationshipswith and
the economic success of a small number of its larger customers. Should the relationships of the
Corporation with any of itsmajor customers become strained or the profitability of those customers
become negatively affected, the profitability of the Corporation may be impacted.

I nsurance

A defect in the products manufactured by the Corporation could result in serious personal injury or
property damage. Although the Corporation carriesalimited amount of liability insurance, it isnot
fully insured against such risks, nor are all such risks fully insurable.

Market for Securities

Prior to thisoffering, therewas no public market for the Warrants, and there canbe no assurance that
an active market for any of the Corporation’s securities will develop or be sustained after the

completion of this Offering. The Offering price has been determined by negotiations between the
Corporation and the Agent. Factors such as the Corporation’s financial results, general industry
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conditions, overall economic and financial markets could cause the price of Corporation’ ssecurities
to fluctuate.

Year 2000

There are risks associated with the transition of information into the year 2000. See Y ear 2000
Implications”.

Future Growth

The Corporation may be subject to growth related risks, including capacity constraintsand pressure
onitsinternal systems, controls, including quality controls. The Corporation’ sabilityto manageits
growth effectively will require it to continue to hire and train qualified sales representatives, to
implement and improveits operational and financial systemsand to manage and expand its offices.
Theinability of the Corporation to deal with its growth could have amaterial adverseimpactonits
business, operations and prospects

Risks Associated With Product Returns

Consistent with industry practice, the Corporation allows customersto retum products for warranty
repair or replacement or credit. Although the Corporation will provide allowances for anticipated
returns, and believes that the policies of the Corporation have resulted in the establishment of
allowances that are adequate, there is no assurance that such product returns will not exceed such
allowances in the future and as aresult will not have a material adverse effect on future operating
results. If any of the products distributed by the Corporation prove defective, the Corporation may
be required to refund the price of or replace thosespecific produds or all such products previously
distributed. Replacement or recall of such products may cause the Corporation to incur significant
expenses and adversely affect the reputation of the Corporation and its products.

Management | nformation System

The Corporation will rdy upon the accuracy and proper utilization of a management information
system to provide timely distribution services and to track properly its financial information. The
occurrence of asignificant system failure could have amaterial adverse effect on the Corporation’s
operating and financial results. See“Y ear 2000 Implications’.

Other Risks
Subscribers must rely upon the ability, expertise, judgment, discretion, integrity and good faith of
themanagement of the Corporation. Thesuccessof the Corporationisdependent uponitspersonnel

and key consultants. The unexpected loss or departure of any of the Corporation’s key officers,
employees or consultants could be detrimental to the future operations of the Corporation. The
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success of the Corporation' s business will depend, in part, upon the Corporation’ s ability to attract
and retain qualified personnel as they are needed, including the retention of its Chief Executive
Officer. There can be no assurance that the Corporation will be able to engage the services of such
personnel or retain its current personnel. With the exception of Michael Kohut and Tim Sanderson,
the directors and officers of the Corporation will only devote part of their time to the Corporation
and areinvolved with anumber of other ventures which may give riseto conflicts of interest. The
Corporation does not, as of the date hereof, have a written employment agreement with Mr.
Sanderson or Mr. Pingel.

PROMOTERS

Michael Kohut, Dde Owen, James Ridddl, Tim Tycholis and Tim Sanderson may be considered
to be the promoters of the Corporation in that they took theinitiative infounding and organizing, or
substantially re-organizing, the Corporation. Each of these indviduals is a director of the
Corporation.

AUDITOR, REGISTRAR AND TRANSFER AGENT

The auditors of the Corporation are Hudson & Company, Chartered Accountants, 600, 1015 - 4th
Street SW, Calgary, Alberta, T2R 114.

Montreal Trust Company of Canada, through its office at 600, 530 - 8th Avenue SW, Cdgary,
Alberta, T2P 3S8, isthe Transfer Agent and Registrar of the Corporation.

CONFLICTS

Certain directors of the Corporation are associated with other reporting issuers which may giverise
to conflicts of interest. 1n accordancewith the Business Corporations Act (Alberta), directorswho
have a material interest in any person who is a party to a material contract or a proposed material
contract with the Corporation arerequired, subjed to certain exceptions, to disclosethat interest and
generally abstain from voting on any resolution to approve the contract. In addition, the directors
are required to act honestly and in good faith with a view to the best interests of the Corporation.
Some of the directors of the Corporation have either othe employmernt or other businessor time
restrictions placed on them and accordingly, these directors of the Corporation will only be eble to
devote part of their time to the affairs of the Corporation. See “Directors and Officers’.
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YEAR 2000 IMPLICATIONS

The Alberta Stock Exchange has recently adoptedapolicy requiring that all issuers makedisclosure
to shareholders and investors regardi ng the materi a implications of the year 2000 century change
on the issuer own operations. The 'Y ear 2000 issue ari ses because many computerized systems use
two digits rather than four to identify ayear. Date sensitive systems may recognize the year 2000
dates as 1900 or some other date, resulting in errors when information using year 2000 dates are
processed. Inaddition, similar problems may arisein some systemswhich use certain datesin 1999
to represent something other than adate. The effects of the Y ear 2000 issue may be experienced
before, on, or after January 1, 2000, and, if not addressed, the impact on operations and financial
reporting may range from minor errors to significant systems failure, which could affect the
Corporati on's ability to conduct normal business operations. It is not possibleto be certainthat all
aspects of the Year 2000 issue affecting the Corporation, including those related to the efforts of
customers, suppliers, or other third parties, will be fully resolved. The Board of Directors of the
Corporation cannot determine at this time whether the year 2000 century change will have any
material impact onitsoperationsand/or information systems. The Corporation may haveanumber
of industry partnerswhose computer systemsmay or may not be adequately updated to account for
any potentid year 2000 problems.

LEGAL MATTERS

Certain legal matters relating to this Offering will be passed upon on behalf of the Corporation by
Ballem Maclnnes, Barristers and Solicitors, of Calgary, Alberta, and on behalf of the Agent by
Burstall Ward, Barristers and Solicitors, of Calgary, Alberta.

PURCHASERS STATUTORY RIGHTS

Securitieslegiglationin several of the provincesprovides purchaserswith theright 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, securities legislation further provides
apurchaser with remediesfor rescission or, in somejurisdictions, damageswherethe prospectusand
any amendment containsamisrepresentation or isnot delivered to the purchaser, provided that such
remedies for rescission or damages are exercised by the purchaser withinthe time limit prescribed
by the securities|egidlation of the applicable province. The purchaser should refer to the securities
legislation of the provinceinwhichthe purchaser residesfor the particulars of theserightsor consult
with alegal advisor.

THE REMAINDER OF THISPAGE LEFT INTENTIONALLY BLANK
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AUDITORS REPORT

To the Sharehdder
Global Railway Industries Ltd. (formerly RMN Technologies Inc.)

We have audited the consolidated balance sheets of Global Railway Industries Ltd. (formerly RMN
TechnologiesInc.) asat December 31, 1998 and June 30, 1999 and the consolidated statements of earnings,
and retained earnings and cash flows for the periods then ended. These consolidated financial statements
are the responsibility of the company's management. Our regponsibility is to express an opinion on these
consolidated financial statements based on our audits.

Except as explained in the following paragraph, we conducted our audits in accordance with generally
accepted auditing standards. Those standardsrequirethatwe plan and performan audit to obtain reasonable
assurance whether the financial statements are free of material misstatement. An audit includesexamining,

on atest basis, evidence supporting the amounts and disclosures in thefinancial 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.

Because we were appointed auditors of the company’s operating subsidi ary after December 31, 1998, we
wereunableto observethe counting of physical inventoriesat the beginning and at the end of that period and
we were unable to satisfy ourselves concerning ending inventory quantities by alterndive means. Also,
because no completeinventory listingwas availableas at December 31, 1998, and we were unableto satisfy
ourselves asto the proper valuation of endinginventories. Since ending inventories at December 31, 1998
enter into the determination of theresults of operations and cashflows, wewere unabl e todeterminewhether
adjustmentsto retained earnings, cost of sales, incometaxes, net earningsfor the period and cashflowsfrom
operating activities might have been necessary.

I'nour opinion, except for the effect of adjustments, if any, which we might have determined to be necessary
had we been able to examine opening and ending inventory quantities and verify thevaluation of ending
inventories as described in the preceding paragraph, these consolidated financial statements present fairly,
in al material respects, the financial position of the company as & December 31, 1998 and June 30, 1999
and the results of its operations and its cash flows for the periodsthen ended in accordance with generally
accepted accounting principles.

Cagary, Albeta Hudson & Company
September 8, 1999 except asto Note 5 Chartered Acoountants
which is as of
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GLOBAL RAILWAY INDUSTRIESLTD.

(formerly RMN TechnologiesInc.)

CONSOLIDATED BALANCE SHEETS

June 30 December 31
1999 1998
ASSETS

CURRENT
Cash $ 174,910 $ 106,750
Accounts receivable 786,287 656,112
Inventories 990,267 550,936
Prepaids 131,908 4,439
Current portion of long-termreceivable 17,926 -
2,101,298 1,318,237
LONG-TERM RECEIVABLE (Note 4) 70,082 -
MACHINERY DEPOSIT (Nate 14(b)) 52,500 -
CAPITAL ASSETS (Note 5) 441,792 443,543
GOODWILL 849,933 880,833
$3,515,605 $2,642,613

LIABILITIES

CURRENT
Operating loan (Note 6) $ 160,000 $ 280,000
Accounts payable 684,062 300,781
Income taxes payable 132,116 47,566
Current portion of long-term debt 283,332 283,332
1,259,510 911,679
LONG-TERM DEBT (Note 7) 159,725 301,391
CONVERTIBLE DEBENTURE (Note 8) 122,642 122,642
DEFERRED INCOME TAXES 8,810 5,676
1,550,687 1,341,388

SHAREHOLDERS EQUITY

SHARE CAPITAL (Note 9) 1,285,253 1,087,339
RETAINED EARNINGS 679,665 213,886
1,964,918 1,301,225
$3,515,605 $2,642,613

Commitments (Note 14)
Subsequent event (Note 15)

APPROVED ON BEHALF OF THE BOARD:

“ Sgned” , Director.
Michael Kohut
“ Sgned” , Director.
Dale Owen
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CONSOLIDATED STATEMENTS OF EARNINGS AND RETAINED EARNINGS

GLOBAL RAILWAY INDUSTRIESLTD.
(formerly RMN TechnologiesInc.)

Six months Eleven months
ended ended
June 30 December 31
1999 1998 *
REVENUE $2,776,333 $4,236,376
COST OF SALES 1,443,055 2,534,061
GROSS MARGIN 1,333,278 1,702,315
EXPENSES
Amortization 101,591 170,734
Genera and administrative 168,498 420,883
Interest 25,521 53,690
Salaries 400,918 438,087
696,528 1,083,394
Earnings before following 636,750 618,921
Interest income 6,024 14,781
Other income 13,043 28,400
Forgiveness of debt (Note 10) - 122,642
Earnings before income taxes 655,817 784,744
Income taxes (Note 11)
Current 186,904 201,097
Deferred 3,134 5,676
190,038 206,773
NET EARNINGS 465,779 577,971
RETAINED EARNINGS (DEFICIT), beginning of period 213,886 (364,085)
RETAINED EARNINGS, end of period $ 679,665 $ 213,886
Earnings per share - basic $ 0.11 $ 0.23
- fully diluted 0.10 0.20

*

Includes nine months of consdidated operations with Rafna Industries Ltd. (Note 3(b))
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GLOBAL RAILWAY INDUSTRIESLTD.
(formerly RMN Technologiesnc.)

CONSOLIDATED STATEMENTS OF CAH FLOWS

Six months Eleven months
ended ended
June 30 December 31
1999 1998
CASH FLOWS FROM OPERATING ACTIVITIES
Net earnings for the period $ 465,779 $ 577,971
Items not affecting cash
Gain on saleof capital assds (2,708) (420)
Forgiveness of debt - (122,642)
Amortization 101,591 170,734
Deferred tax 3,134 5,676
567,796 631,319
Net change in non-cash working capital (229,144) (860,702)
Cash flows from (used in) operating activities 338,652 (229,383)
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of goodwill - (927,133)
Purchase of capital assets (71,132) (568,246)
Proceeds from disposal of capital assets 4,900 689
Machinery deposit (52,500) -
Increase in long-term receivable (88,008) -
Cash flows from (used in) investing activities (206,740) (1,494,690)
CASH FLOWS FROM FINANCING ACTIVITIES
| ssuance of share capital 197,914 927,309
Proceeds from long-term debt - 850,000
Proceeds from (repayment of) operating loan (120,000) 280,000
Repayment of long-term debt (141,666) (265,277)
Repayment of note payable - (88,682)
Proceeds from convertible debenture - 122,642
Cash flows from (used in) financing activities (63,752) 1,825,992
INCREASE IN CASH 68,160 101,919
CASH, beginning of period 106,750 4,831
CASH, end of period $ 174,910 $ 106,750
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GLOBAL RAILWAY INDUSTRIESLTD.
(formerly RMN Technologiesinc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED JUNE 30, 1999 AND
ELEVEN MONTHS ENDED DECEMBER 31, 1998

BUSINESS OF THE COMPANY

Globa Railway Industries Ltd. is a railway services company. The company was incorporated in 1997 and
commenced operations in 1998. The company’s primary opeations are carried out through its wholly owned
subsidiary Rafha Industries Ltd. (“Rafna’).

During the period, the company changed its name from RMN Technologies Inc. to Global Railway IndustriesLtd.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in accordance with generdly accepted accounting
principles and include the following significant accounting policies:

Basis of Consolidation

The consolidated financial statements include the accounts of Global Railway Industries Ltd., its wholly owned
subsidiary Transportation Technologies Inc. (“TTI"), and Rafna awholly owned subsidiary of TTI. All material
intercompany transactions and bal ances have been eliminated.

Inventories

Inventories of components, purchased parts and finished goods are valued at the lower of cost, on afirstin, firstout
basis, and net realizable value.

Capital Assets

Capital assets are recorded at cost and amortized using the following annual rates and methods:

Machinery 30% Declining balance

Computers 30% Declining balance

Vehicles 30% Declining balance

Furniture 20% Declining balance

Leasehold improvements  1/5 Straight-line
Goodwill

Goodwill isrecorded at cost |ess accumul ated amortization and amortized on astraight-line basis over fifteen years.

Earnings Per Share

Basic and full diluted earnings per common share are based on theweighted average number of shares outstanding
during the period.
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GLOBAL RAILWAY INDUSTRIESLTD.
(formerly RMN Technologiesinc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED JUNE 30, 1999 AND
ELEVEN MONTHS ENDED DECEMBER 31, 1998
SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue Recognition

Revenue from product sales is generally recorded on shipment, with a provision for estimated returns recorded at
that time. In addition, a provision for potential warranty claims is provided for at the time of sale, based on the
warranty termsand prior claimsexperience. Contractsin processarerecognized on apercentage of completion basis.
Income Taxes

The company follows the tax allocation method of accounting for income taxes whereby earnings are charged with
income taxes related to the reported earnings.

Differences between such taxes and taxes currently payable arise because certain items of revenue and expense are
reported in the accounts at different times than they are reported for income tax purposes.

Foreign Currency Translation

M onetary items denominated in foreign currency aretranslated to Canadian dollarsusing the year end exchangerate.
Other balance sheet items are trandlated at historical exchange rates. Revenues and expenses are translated at rates
in effect at the time of the transactions. Foreign exchange gains and losses are included in the statement of
operations.

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 amount of assets and liabilities and
disclosure of contingent assets and liahilities at the date of the financial gatements, and the reported amounts of
revenues and expenditures during the reported period. Actual results could differ from those reported.

ACQUISITION

a) On February 25, 1999, the company purchased al of the issued and outdanding sharesof TTI.
The purchase was satisfied through the issuance of 2,836,442 shares of the company. Thistransaction has
been accounted for as a reverse takeover by TTI, and these consolidated financial statements represent a
continuation for accounting purposes of the financial statements of TTI and its wholly owned subsidiary

Rafna

The 2,836,442 shares of the company issued to effect thereverse takeover were recorded at afair value of
$179,914 which was allocated in its entirety to net current assets.
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3.

GLOBAL RAILWAY INDUSTRIESLTD.
(formerly RMN Technologiesinc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED JUNE 30, 1999 AND
ELEVEN MONTHS ENDED DECEMBER 31, 1998

ACQUISITION (continued)

b)

In the period ended December 31, 1998, TTI acquired all the issued and outstanding shares of Rafna. Total
consideration was $2,453,505, satisfied through the issuance of 400,000 sharesat $0.75 per share, cash of
$1,853,505 and a note payable of $300,000. The purchase method of accounting was used to account for
the acquisition. The total purchase price of the acquisition was allocated based on fair values as follows:

Net current assts $ 982,513
Capital assets 543,859
Fair value of total net assets acquired $1,526,372

The difference between the fair value of the consideration given andthefair value of the net assets acquired
has been allocated to goodwill in these consolidated financial statements.

ThistransactionwaseffectiveMarch 31, 1998 and thereforethe comparativefiguresonly reflect ninemonths
of consolidated operations with Rafna.

LONG-TERM RECEIVABLE

Thisreceivable, due April 30, 2003, bearsinterest at arae of 16.5% andis repayable by monthly blended payments
of $2,594.

CAPITAL ASSETS

June 30 December 31

1999 1998

Accumulated
Cost Amortization Net Book Value

Machinery $ 451,550 $ 122,524 $ 329,026 $ 367,520
Computer 96,800 23,216 73,584 48,936
Vehicles 23,783 8,116 15,667 18,432
Furniture 10,535 2,132 8,403 8,655
L easehold Improvements 15,908 795 15,113 -
$ 598,576 $ 156,783 $ 441,793 $ 443,573

Capital assets with a net book value of $263,500 have no corresponding tax value.
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GLOBAL RAILWAY INDUSTRIESLTD.
(formerly RMN Technologiesinc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED JUNE 30, 1999 AND
ELEVEN MONTHS ENDED DECEMBER 31, 1998

OPERATING LOAN
A Canadian chartered bank has provided thecompany with an operating loan for working capital. The maximum

availableunder the operating loan is $400,000 and bearsinterest at bank prime plus 1%. Theloan is secured on the
same terms as the loan described in Note 7.

LONG-TERM DEBT

June 30 December 31
1999 1998
L oan payable bearing interest at bank primeplus 1.25% to 1.5% per
annum dependent on debt service coverage and is repayable in
monthly
installments of $23,611 plus interest. $ 443,057 $ 584,723
Less. current portion 283,332 283,332
$ 159,725 $ 301,391
Principal repayments due as follows:
2000 $ 283,332
2001 159,925

The loan issecured by a general security agreement representing first charge on property owned by the company,
an assignment of fire insurance and a guarantee of advances by a subsidiary and two shareholders. Although this
loan is due ondemand, the repayment terms indicated above have been accepted by the lender.

CONVERTIBLE DEBENTURE

The convertibledebenture is unsecured and subordinated, to the right of payment of the demand loan (see Note 7).
The debentureis convertible at the hol ders option intocommon shares of the company at any time at aprice of $0.75
per common share. The debenturebearsinterest at 4% per annum, should no part of the debenture be exercised for
payment or converted into common shares of the company within one year of the date of issue. No portion of the
conversion feature has been allocated to the equity instrument component representing the option to convert this
debenture for common shares.
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10.

GLOBAL RAILWAY INDUSTRIESLTD.
(formerly RMN Technologiesinc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED JUNE 30, 1999 AND
ELEVEN MONTHS ENDED DECEMBER 31, 1998

SHARE CAPITAL

Authorized
Unlimited number of common voting shares
Unlimited number of preferred, redeemable shares

Issued
June 30 December 31
1999 1999
Shares Amount Shares Amount

Share capital, beginning of period 2,050,000 $1,087,339 1,600,030 $ 160,030
Shares issued, pursuant to private placement - - 836,412 627,309
Shares issued on purchase of Rafna (Note 3(b)) - - 400,000 300,000
Shares issued on reverse takeover (Note 3(3) 2,836,442 179,914 - -
Options exercised 90,000 18,000 - -
Share capital, end of period 4,976,442  $1,285253 2,836,442 $1,087,339

The issued and outstanding share capital for the period ended December 31, 1998 reflectsthat of TTI asaresult of
the reverse takeover described inNote 3(a). The opening issued and outstanding share capital for the period ended
June 30, 1999 reflects that of Global Railway Industries Ltd.

At June 30, 1999, 375,000 (December 31, 1998 - 215,000) options to purchase common shares at prices ranging
between $0.20 and $1.50 per share were outstanding. The options expire November 17, 2002.

A total of 2,332,562 shares are being held in escrow pursuant to the requirements of the Alberta Securities
Commission and the Alberta Stock Exchange.

FORGIVENESS OF DEBT

During the period ended December 31, 1998, acreditor agreed to a partial forgiveness of anote payablein returnfor
the convertible debenture that is described in Note 8.
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GLOBAL RAILWAY INDUSTRIESLTD.
(formerly RMN Technologiesinc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED JUNE 30, 1999 AND
ELEVEN MONTHS ENDED DECEMBER 31, 1998

INCOME TAXES

Theincometax provision differsfromincome taxes which wouldresult from appying the expected incometax rate
to net income befare income taxes. The difference between the computed “ expected” income tax expense and the
actual income tax provision are summarized as follows:

June 30 December 31
1999 1998

Net earnings from operations $ 655,817 $ 784,744
Expected income tax rate 31.27% 31.27%
Computed “expected” income tax expense 205,074 245,389
Difference resuting from:

Non-deductible amortization 23,537 35,475

Deductible share issuance costs (1,857) -

Non capital loss carryforwards (39,843) (81,908)

Other 3,127 7,817
Provision for income taxes $ 190,038 $ 206,773

The expected income tax rate reflects the combined Federal and Provincial in the Province of Quebec for
manufacturing and processing companies.
FINANCIAL INSTRUMENTS

The carrying values of cash, accounts receivable, operating loan and accounts payable approximate ther fair value
given the relatively short periods to maturity of the instruments.

The carrying value of long-term debt approximates its fair value.

RELATED PARTY TRANSACTIONS
During the period ended June 30, 1999, the company advanced $23,244 (December 31, 1998 - nil) to an officer of

the company. The amount has been included aspart of accountsreceivable. At December 31,1998 aconsulting fee
was paid to a corporation, controlled by adirecor, in the amount of $50,000.
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GLOBAL RAILWAY INDUSTRIESLTD.
(formerly RMN Technologiesinc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED JUNE 30, 1999 AND
ELEVEN MONTHS ENDED DECEMBER 31, 1998

COMMITMENTS

a) The minimum rentals payable under long-term operating leases, exclusive of certain operating costs for
which the company is responsible, are approximately asfollows:

2000 $234,964
2001 234,964
2002 234,964
2003 234,964
2004 195,803

b) A deposit of $52,500 for two prototype units has been made pursuant to the company’s commitment to
purchase commercial production units totalling $292,500.

SUBSEQUENT EVENT

a) The Corporation has entered into an agreement to dffer for sale tothe public aminimum 1,200,000 unitsto
amaximum unitsat $2.50 per unit. The gross proceeds to the Corporation are estimated to be aminimum
of $3,000,000 and amaximum $  before deducting expenses of this issue estimated at $60,000 and the
Agent’s expenses and commission estimated at a minimum of $240,000 and a maximum $

b) The Corporation will grant to its Agent, an option to purchase up to a minimum of 120,000 units and a
maximum of  units at a price of $2.50 per unit, for a period of twenty-four months following the date of
the offering.

C) The Corporation has entered into a non bindingletter of intent dated July 26, 1999 with Cam Barnfather,
Gerald Marcoux, Lee Morrison and Wdfgang Kominski to acquire all the issued and outstanding shares of
General Body and Equipment Ltd. for $5,100000. The non binding letter of intent provides that the
purchase priceisto be paid as $3,056,000 in cash and $2,044,000 in common sharesof the Corporation. The
Common Sharesto beissued by the Corporation as part of the purchase price aretobeissued at apriceequal
to the lessor of the average fifteen day trading price of the Corparation immediately prior to closing of the
purchase and sale or $3.00 per share.

00212375. WPD; 1



16.

GLOBAL RAILWAY INDUSTRIESLTD.
(formerly RMN Technologiesinc.)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED JUNE 30, 1999 AND
ELEVEN MONTHS ENDED DECEMBER 31, 1998

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 systemsmay recognizetheyear 2000 as 19000r someother date, resulting in errorswheninformation
using year 2000 datesis processed. In addition, similar problemsmay arisein somesystemswhichuse certaindates
in 1999 to represent something other thanadate. Theeffects of the Y ear 2000 Issue may be experienced before, on,
or after January 1, 2000, and, if not addressed, the impact on operations and financial reporting may range from
minor errors to significant systems failure which could affect an entity’s ability to conduct normal business
operations. Itisnot possibleto be certain that all aspects of the Y ear 2000 | ssue affecting the entity, including those
related to the efforts of customers, suppliers, or other third parties, will be fully resolved.
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Samson Bélair
Deloitte &
Touche

Samson Bélair/Deloitte & Touche, S.E.N.C.

Chartered Accountants

1 Place Ville-Marie Telephone: (514) 3937115
Suite 3000 Facsimile: (514) 393-7140
Montréal QC H3B 4T9

Auditors Report

To the Shareholders of
Rafna IndudriesLtd.

We have audited the balance sheet of Raffia IndustriesLtd. as at March 31, 1998 and the statements of earnings and
retained earnings and changes in financial position for the year then ended. These financial statements are the
responsibility of the Company'smanagement. Our responsgbility isto express an opinion on these financial statements
based on our audit.

Except as explained in the following paragraph, we conducted our audit in accordance with generally accepted auditing
standards. Those standards require that we plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on atest basis, evidence supporting
the amounts and disclosuresin the financial statements. An audit al so includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation.

Because we were appointed auditors of the Company during the current year, we were not able to observe the counting
of physical inventories at the beginning of the year nor satisfy ourselves concerning those inventory quartities by
alternative means. Since opening inventories enter into the determination of the results of operations and changes in
financial position, we were unable to determine whether adjustments to cost of sales, income taxes, netearnings for the
year, opening retained earnings and net cash outflow might be necessary.

In our opinion, exceptfor the effect of adjustments, if any, whichwe might have determined to be necessary had we been
able to examine opening inventory quantities, as described in the preceding paragraph, the statements of earnings and
retained earnings and changes in financial position present fairly, in all material respects, the results of operations and
the changes in financial position of the Company for the year ended March 31, 1998 in accordance with generally
accepted accounting principles. Further, in our opinion, the balance sheet presents fairly, in all material respects, the
financial position of the Company as at March 31, 1998 in accordance with generally accepted accounting principles.

“signed”
Chartered Accountants

July 31,1998

Deloitte Touche
Tohmatsu
International
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RAFNA INDUSTRIESLTD.
Statement of earnings and retained earnings
year ended March 31, 1998

1998 1997
$ $
(unaudited)
Sales 3,736,932 3,206,571
Cost of Sales (2,109,303) (2,010,734)
Gross margin 1,627,629 1,195,837
Interest inoome 7,753 9,198
Other income 22,714 5,679
1,658,096 1,210,714
Operating expenses
Salaries 575,546 565,096
General and administrative 341,037 151,217
Professional fees 45,487 28,809
Depreciation 44,987 66,759
Bad debts 17,963 -
Write-down of inventory 93,695 -
Shop income (10,073) (33,711)
1,108,642 778,160
Income before income taxes 549,454 432,554
Income taxes (166,412) (128,000)
Net earnings 383,042 304,554
Retained earnings, beginning of year 249,724 (54,830)
Retained earnings, end of year 632,766 249,724
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RAFNA INDUSTRIESLTD.
Balance sheet
asat March 31, 1998

1998 1997
$ $
(unaudited)
Assets
Current assets
Cash 232,713 582,598
Accounts receivable - trade 648,905 219,618
Accounts receivable - other 16,816 32,063
Inventories (Note 3) 693,447 458,880
Prepaids 16,464 -
1,608,345 1,293,159
Property, plant and equipment (Note 4) 143,859 139,549
1,752,204 1,432,708
Liabilities
Current liabilities
Accounts payable and accrued liabilities 625,832 689,378
Notes payable (Note 5) 487,398 487,398
1,113,230 1,176,776
Shareholder’s equity
Share capital (Note 6) 6,208 6,208
Retained earnings 632,766 249,724
638,974 255,932
1,752,204 1,432,708
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RAFNA INDUSTRIESLTD.

Statement of changesin financial position
year ended March 31, 1998

1998 1997
$ $
(unaudited)
Operating activities
Net earnings 383,042 304,554
Item not affecting cash
Depreciation and amortization 44,987 66,759
428,029 371,313
Changes in non-cash operating working capital items (728,617) 42,501
(300,588) 413,814
Investing activities
Repayment of note payable - (350,000)
Financing activities
Disposal of fixed assets - 82,778
Acquisition of fixed assets (49,297) -
Net cash (outflow) inflow (349,885) 146,592
Cash position, beginning of year 582,598 436,006
Cash Position, end of year 232,713 582,598
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RAFNA INDUSTRIESLTD.
Notesto the financial statements
year ended March 31, 1998

1. Description of the business

RafnalndustriesLtd, Manufactures and installs hi-rail equipment parts. The Company's operationsare carried
out at itsmanufacturing facility in Montreal, Quebec.

2. Accounting policies

The financial statements have been prepared in accord ance with generally accepted accounting, principles and
include the following significant accounting policies:

Inventories

Inventoriesof raw materials, work in progress and finished goods are valued at thelower of cost (on afirst in,
first out basis), and net realizable value, being replacement cost for raw materials and net realizable valuefor
finished goods and work in progress.

Property, plant and equipment

Property, plant and equipment are stated at historical cost. Depreciation is provided on a straightline basis to
allocate the cost of the assets over their estimated economic lives.

Taxes

The Company follows the tax all ocation method of accounting for income taxes whereby earnings arc charged
with income taxes related to reported earnings.

Differences between such taxes and taxes currently payable are reflected in the accounts and arise because
certain items of revenue and expense are reported in the accounts a different times than they are reported for
income tax purposes.

Revenue recognition
Revenue from product salesis generally recorded on shipment, with a provision for estimated returns recorded

at that time. In addition, a provision for potential warranty claimsis provided for at the time of sale, based on
the warranty terms and prior claims experience.

3. Inventories
1998 1997
$ $

(unaudited)

Raw materials 178,361 92,154

Work in progress 184,891 141,532
Finished goods 330,195 225,194

693,447 458,880
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RAFNA INDUSTRIESLTD.
Notesto the financial statements
year ended March 31, 1998

4. Property, plant and equipment
1998 1997
Accumulated Net Book Net Book
Cost Depreciation Value Value
$ $ $ $
(unaudited)
Machinery 291,418 224,303 67,115 87,265
Computers 122,540 76,151 46,389 5,877
Vehicles 46,101 22,318 23,783 39,924
Furniture 36,414 29,842 6,572 6,483
496,473 352,614 143,859 139,549
5. Notes Payable

The notes payable are to the former shareholders of RafnaIndustries Ltd. The notes are unsecured. Under the
termsof the notes, there is no interest payable and the principal amount is due at such time asthe Company’s
cash flow can support such a payment.

6. Shar e capital

Authorized
Unlimited ClassA, multiplevoting common shares

Unlimited Class B, subordinate voting common shares
Unlimited ClassC, non voting, redeemable preferred shares
Unlimited ClassD, non voting, redeemable preferred shares

Unlimited ClassE, subordinate, voting, non participating preferred shares

1998 1997
$ $
(unaudited)
Issued
131 Class A common shares 1,108 1,108
5,000 Class B common shares 5,000 5,000
70,000 Class D preferred shares 100 100

6,208 6,208
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RAFNA INDUSTRIESLTD.
Notesto the financial statements
year ended March 31, 1998

7. Commitments

The Company is committed under alease for business premises for $83,300. The minimum amount payable
over the next two yearsis:

$
1999 71,400
2000 11,900

8. Comparative balances

The comparaivefigures have not been audited or reviewed by another accounting firm.
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CERTIFICATE OF THE CORPORATION
DATED: October 26, 1999

Theforegoing constitutesfull, trueand plain disclosure of all material factsrelatingto the securities
offered by this prospectus as required by Part 9 of the Securities Act (British Columbia), Part 8 of
the Securities Act (Alberta) and Part XV of the Securities Act (Ontario), and the respective
regul ations thereunder.

“Signed” “Signed”
Michael Kohut Dale Owen
Chief Executive Officer Chief Financial Officer

On behalf of the Board of Directors

“Signed” “Signed”
Tim Sanderson Tim Tycholis
Director Director

CERTIFICATE OF THE PROMOTERS
DATED: October 26, 1999

Theforegoing constitutesfull, true and plain disclosure of all material factsrelating to thesecurities
offered by this prospectus as required by Part 9 of the Securities Act (British Columbia), Part 8 of
the Securities Act (Alberta) and Part XV of the Securities Act (Ontario), and the respective
regul ations thereunder.

“Signed” “Signed”

Michadel Kohut Dale Owen
“Signed” “Signed”

James Riddell Tim Tycholis
13 s'g-nw”

Tim Sanderson
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CERTIFICATE OF THE AGENT

DATED: October 26, 1999
Theforegoing constitutesfull, trueand plain disclosure of all material factsrelatingto the securities

offered by this prospectus as required by Part 9 of the Securities Act (British Columbia), Part 8 of
the Securities Act (Alberta) and Part XV of the Securities Act (Ontario), and the respective

regul ations thereunder.

ACUMEN CAPITAL FINANCEPARTNERSLIMITED

Per:__“Signed”

The following includes the name of every person having an interest, either directly or indirectly, to
the extent of not lessthan 5% in the capital of Acumen Capital Finance Partners Limited:
Bruce A. Ramsay, Kim Wong, Robert Laidlaw, Michael Hill, Curtis Mayert, Alfred Sailer.
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