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VISION 2010

ENGINEERING.com Principles

We actively seek to reflect the principles of integrity, responsibility, and ethical practice,

along with a commitment to inquisitiveness, creativity and innovation that we share with

our fellow engineers.

We strive to provide the engineering community with a robust online tool that readily

improves important aspects of their work routine and enhances their professional status.

We work to create an open meeting place for our global engineering community and to

improve the communication and promotion of ideas and innovative solutions within this

community in order to help to improve the quality of life.

We always endeavour to deliver the highest quality of services that will benefit all of our customers.

We are proud to recognize and celebrate the extraordinary achievements of the world’s engineers.

We are committed to building a valuable business in order to deliver increasing

shareholder value.

To become the world’s leading provider of information,
technology and services to the engineering community.
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MESSAGE TO OUR STAKEHOLDERS

It is extremely exciting and gratifying to be able to report to our stakeholders the

unequivocal evidence that our dream of building the ultimate engineering resource tool

is rapidly being accepted and embraced by a large and growing number of members of

the global engineering community who are making ENGINEERING.com their preferred

Internet-based destination. As we have completed our first full year of operation, our

clear vision and stated set of corporate principles remain unchanged and well understood

throughout our organization. Far more than words on a page, these statements expose

the essence of who we are, where we are going and how we will get there. 

As a business, ENGINEERING.com has been nurtured and grown with a ten-year vision of

becoming "the world’s leading provider of information, technology and services to the

global engineering community." We are convinced that the key to accomplishing this

ambitious goal lies in our capacity for helping engineers utilize and enhance their

professional skills and to become more productive.



It is sometimes difficult to realize that it has been just two years since ENGINEERING.com

was an idea in the minds of the executive team at Rand A Technology Corporation,

operating as RAND Worldwide™. RAND Worldwide is already a world leader in providing

services and technology to engineering organizations looking to optimize their product

lifecycle processes. It has barely been a year since the ENGINEERING.com website,

software and business were formally launched. During this brief window, it has become a

practical and respected resource tool for engineers around the world. In fact, every day,

engineers, engineering technicians, engineering students and professors, along with

technology inventors, consultants and other engineering product and service providers,

are introduced to what is being developed to become the ultimate resource tool for the

engineering community. Fully engaged, ENGINEERING.com provides new tools to

enhance the productivity of engineers around the world.

By providing the world’s only Internet-based software and search engine specifically

focused on the needs of engineers, ENGINEERING.com creates the possibility that users

will be able to find answers to questions and assistance with challenges that would have

otherwise been either too time consuming or nearly impossible to find.

By providing a unique, single point of access to a full array of engineering resources –

from technologies, service providers and reference materials, to calculators, professional

and academic information along with engineering news and collaborative forums –

accessible at any time and from virtually anywhere in the world, ENGINEERING.com

creates the possibility that engineers will be able to apply these global resources to

improve their productivity and strengthen their own community.

By providing the ability to efficiently conduct E-business and E-commerce at an

exceptional value, ENGINEERING.com is helping engineers and their related organizations

to reduce the time and costs involved in implementing more efficient processes. 
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EENHANCING PRODUCTIVITY



The Company has also followed its business plan in extending its reach. By the end of

2001, for example, ENGINEERING.com offered a wide array of tools targeting the needs

of mechanical engineers, architectural engineering and construction professionals and

computer software specialists. In time, these offerings are being expanded to support all

other engineering disciplines. Further, ENGINEERING.com is now not only available in

English, but also in German. In the coming few years, plans are in place to add French,

Italian, Japanese, Spanish and many other languages.

The initial indications that we are succeeding in several elements of our business plan are evident

in our financial results. ENGINEERING.com reported revenue for the fiscal year ended December

31, 2001 of $8,200,823, compared to $734,706 for 2000. The net loss for 2001 was $1,604,745 or

$0.08 per Common Share, compared to a net loss of $3,718,535 or $0.26 per Common Share for

the 2000 fiscal year. Importantly, the Company finished fiscal 2001 with its first profitable quarter,

earning $0.01 per Common Share in the fourth quarter. [Please refer to the consolidated financial

statements and notes for further details].

EEXECUTING THE PLAN

A year ago, in our 2000 annual report, we stated that we would grow our business by

executing five related operating strategies. These have been the results thus far:

DEVELOPING OUR REPUTATION: With minimal expenditures on either marketing or

advertising, we are successfully raising our profile across the global engineering

community and presenting a consistent presence as an organization dedicated to the

highest standards of the engineering profession. We have done so by remaining true to

our principals and maintaining our standards of excellence to reflect the exceptional

reputation that is inherent in our good name: ENGINEERING. As a result, increasing

numbers of engineers, engineering firms and academic institutions are using

ENGINEERING.com – at the end of 2001 we had over 100,000 registered users.

BUILDING CONTENT: ENGINEERING.com today offers hundreds of software tools,

calculators, reference materials, as well as links to individuals and groups with engineering

knowledge and ideas to enhance every engineer’s ability to accomplish their daily tasks.

DDELIVERING ON THE PROMISES



CONTINUAL ENHANCEMENT OF THE "USER EXPERIENCE": Working with IBM and

adding the dedicated capabilities provided by our own team, the ENGINEERING.com

software and business have become increasingly easy-to-use, efficient and effective for

engineers who search for information, share ideas and source the tools and contacts that

help them meet their professional needs. Hundreds of engineers have also recently begun

to use our collaborative workspaces for engineering on a daily basis.   

ESTABLISHING PARTNERSHIPS AND ALLIANCES: By the end of 2001, ENGINEERING.com

had completed more than 100 formal partnership agreements with technology inventors,

and product and service providers to help them to reach the global engineering

community. This includes some of the leading names in engineering, such as IBM, Hewlett

Packard, Dassault Systèmes, and RAND Worldwide. We are also developing relationships

with engineering associations that support the reputation and advancement of the

engineering profession. We have met with numerous engineering educators and have

begun to implement programs and tools to assist engineering students around the world

in their academic and professional advancement.

BUILDING REVENUES: During our first year in business, ENGINEERING.com has

progressed from generating its first revenues to achieving profitability based on a strong

and growing business. Revenues have been generated from annualized partnership

agreement fees, through online transactions and for E-business and E-commerce services

provided to engineering companies looking to leverage the knowledge and expertise that

we have developed over the past two years.
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DDELIVERING ON THE PROMISES (CONT.)

OOUR COMMUNITY

ENGINEERING.com has been developed by engineers to serve the needs of the global

engineering community, which includes more than 14 million professional engineers along

with at least twice as many engineering technicians. These are also the key target groups for

thousands of engineering service and product suppliers. Our goal is to build a business to

meet the needs of both groups – engineers and the companies that serve them.



TTHE E-BUSINESS OPPORTUNITY

ENGINEERING.com has been created and continues to be developed to serve the global

engineering community. Its form is driven to take advantage of one of the greatest

innovations of our time – the Internet. Still, as we have noted before, the Internet itself is

only in its infancy as a useful resource tool for the engineering community. It is this

formative stage that creates the greatest opportunity for ENGINEERING.com, as well as

for anyone looking to meet the needs of the world’s engineers.

During the extensive surveys conducted with engineers early in the development of

ENGINEERING.com, we were repeatedly reminded that the Internet offered tremendous

promise, but that it had not yet been made to meet the productivity needs of engineers.

Created first as an instrument for government and security, the World Wide Web has rapidly

evolved to become a tool whose power and potential for E-commerce and E-business are

only now being recognized. Amongst the many recent studies that graphically illustrate this

point, "The Net Impact Study: The Projected Economic Benefits of the Internet in the

United States" (www.netimpactstudy.com) found that 61 percent of the 2,065 American

companies and government organizations they interviewed were already using the Internet

"as a tool for lowering operating costs and increasing revenues." The study also revealed

that, between 1998 and 2001, these groups saved $235 billion in costs and generated $675

billion in additional revenues as a result of their use of Internet solutions.  By the year 2010,

WWORLDWIDE ENGINEERING POPULATION

Mechanical - 1,200

Architectural engineering
& construction - 1,000

Civil - 1,800

Electrical/Electronic - 3,000

Industrial - 1,200

Aerospace - 850

Other - 5,000

000’s



7

TTHE E-BUSINESS OPPORTUNITY (CONT.)

these same companies are projecting cumulative savings of $800 billion and additional

revenues totaling $2.35 trillion, all due to the Internet. According to the study, "there is no

other single, private sector contribution to the U.S. economy that will surpass the impact of

Internet business solutions on productivity growth over the next 10 years."

ENGINEERING.com is offering its partners a number of products and services that allow

them to benefit from the E-business capabilities available through the Internet. Some of

these include:

MyENGINEERING

There are many engineering organizations for which the greatest benefits of the Internet

can be gained through the implementation of their own version of ENGINEERING.com

with customized E-business and E-commerce tools. In October 2001, ENGINEERING.com

launched Version 1.0 of its proprietary MyENGINEERING software, a customizable suite of

E-business applications developed to help engineering companies to use the power of the

Internet to leverage the knowledge assets that give them their competitive advantage. 

The competitive advantage of virtually every professional engineering group, whether

a number of engineers providing services directly to their clients or an engineering

department within a larger organization, lies in its collective "knowledge". This

knowledge includes everything from the unique experience of each engineer, the

information gathered from each completed project and the relevant data related to

their customers, partners and suppliers, to the applications they use, the processes and

best practices they have identified as well as the financial, marketing and corporate

materials that save them time and effort in their day-to-day operations. 

Using MyENGINEERING, this entire mission critical knowledge base is organized for

retrieval at any time, from anywhere, by authorized personnel – either internal or

external – a task that is greatly simplified by MyENGINEERING’s customized search

engine technology.  A unique suite of engineering E-business applications,

MyENGINEERING can be either integrated into a company’s existing Internet-site,

hosted on a separate site by ENGINEERING.com or run from behind a corporate

firewall, while linking to ENGINEERING.com for their external needs.



TTHE E-BUSINESS OPPORTUNITY (CONT.) 

Critically designed to be both flexible and user-friendly, MyENGINEERING helps users to

build a closer, more confident engineering community based on the mutual sharing of

engineering data, best practices, standards, corporate information and vital corporate

knowledge. At the same time, it provides a strong, secure link to customers and suppliers

alike, all within the limits and control set by the company’s managers. With

MyENGINEERING, engineering departments and engineering companies have the power

to leverage their own technology and other knowledge assets to increase their

competitiveness and profitability.

TRAINING MANAGEMENT SYSTEM

One of the most important tasks facing today’s engineering managers is ensuring their

staff has the education and skills to fully utilize their company’s engineering technologies.

ENGINEERING.com provides a unique and powerful Training Management System

software application, developed with RAND Worldwide and its ASCENT Technical

Education group, that allows training managers to automatically track, coordinate and

book educational courses for their engineers online. The Training Management System

software assists training managers and groups operating a training management business

to reduce both their costs and the time involved in the business of offering and delivering

training. The technology provides for financial tracking and reporting, allowing managers

to obtain instant student feedback and evaluations regarding the effectiveness of classes,

curriculum and course leaders.

MATHEMATICS.com

The foundation of engineering lies in science and mathematics. At the same time, no

single "language" is more universal than that of mathematics. The Company obtained the

MATHEMATICS.com domain name as part of its 2001 acquisition of IQtraders and its team

from Waterloo Maple Inc. (WMI), developers and owners of the Maple 7 core mathematics

technology, used around the world by more than one million academics and professionals.

ENGINEERING.com has begun the initial research concerning the potential development

of MATHEMATICS.com. By utilizing the ENGINEERING.com infrastructure, we will provide

additional support and tools, including the facility for "build-your-own" calculators, for

the engineering profession. 



Just as the year 2001 will most certainly be remembered as one of challenge and upheaval, so

will we at ENGINEERING.com look back on it as a year of growth and confirmation. Our revenues,

partnerships, and registered user base have all increased steadily in parallel with the improved

functionality, ease-of-use and value delivered by our Internet-based software. These successes

provide tangible evidence that our professional team of engineers, technicians, creative

designers and executives is not only a strong one, but also one dedicated to providing and

delivering exceptional value to all of our stakeholders. Our progress in our first full year of

operation has provided proof of the worth of our corporate offerings and the solid foundation for

our continued growth throughout the coming decade. Of course, none of this could have been

possible without the support of our investors, to whom we are gratefully indebted. In their names,

we will continue to follow our clearly stated principles, execute our business plan, steadily build

our financial position and work to deliver significant and increasing shareholder value. These are

promises on which our shareholders can rely.
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“Engineering – it is the most important profession in the world. From the alarm clock

that awakens us, to the food, vitamins and medicines that sustain us; from the vehicles

that transport us, to the computers, telephones and faxes that carry our thoughts and

ideas; and, from the buildings and plants in which we live and work to the clean water

and electricity flowing through them, all of these have been made possible through

engineering. As for the future, it will be brighter for the coming generations than ever

before because the engineering profession will make it so.”

Frank Baldesarra, P.Eng., President and CEO

THE ENGINEER’S ULTIMATE RESOURCE TOOL



TTHE ENGINEER

As before, there seems to be only one place to begin in this, our second annual report

– we must start with the engineer.

The Quintessential Engineer

Leonardo da Vinci: April 15, 1452 – May 2, 1519

While navigating the ENGINEERING.com website, a user might find the image of Leonardo

da Vinci practically inescapable. The reason for his ubiquitous presence is simple: Leonardo

da Vinci represents the "quintessential engineer," one who effectively combined scientific

intellect with artistic creativity.

Perhaps best known as an artist, his name inevitably brings forth images of the "Last Supper"

and the "Mona Lisa." He was also an architect and a scientist. Yet, if asked, da Vinci would

ultimately refer to himself as an engineer. Driven by unrelenting curiosity and an insatiable

hunger for knowledge, he was an incredibly innovative thinker who perceived the world not

only as his personal playground, but also as one with unlimited possibilities.

From his fertile mind sprang designs for everything, from flying machines to submarines, as

well as practical theories and concepts in engineering, mathematics, and science, many of

which were centuries ahead of their time. If da Vinci lived today, his accomplishments would

be considered astounding. His prominent position on the Company’s website and

throughout this annual report reflects the unique manner in which he most vividly personifies

what it means to be an engineer.

ENGINEERING.com is being developed by engineers for engineers, to become "the

ultimate engineering tool", inspired by the qualities of the ideal engineer, Leonardo da Vinci,

who serves as its beacon.
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The Essential Engineer

While it may be true that no two human beings are exactly alike, the majority of engineers

share several traits:

SHARED FOUNDATION: Engineering is probably the only global profession based upon a

universal set of building blocks. As engineers, we stand upon the common foundation of

absolutes described by mathematics, especially Calculus and Algebra. This allows us to

bring together individuals of all backgrounds to create a single global community, without

barriers based on gender, culture, language, ethnicity or religion. Unlike many areas of law,

medicine, or finance, the principles of engineering are universally taught and

acknowledged. These rules, in turn, are the basis on which an engineer can imagine,

design and create tools to improve the human condition.

FUNDAMENTAL PRINCIPLES: The very nature of engineering – from the designing of a

new drug, communications system or advanced technology, to the engineering behind a

bridge, aircraft or public utility – creates tremendous responsibilities. Thus, every

engineer must share the principles that reflect the importance of this profession,

beginning with the highest level of personal responsibility, integrity and ethical practice.

INQUISITIVE: Given the engineer’s unique training and skills, it is little wonder that they

also share a virtually insatiable appetite for learning. We have never known a practicing

engineer who was not curious about the fundamentals of a new concept, product or

technology, or how it could be improved upon.

CREATIVE: Engineers spend their professional lives in the most creative of endeavours –

finding solutions to complex problems. Once these first answers have been found, the

engineer is constantly driven to find an even better answer, one more simple and

powerful than the last.

OPEN: Engineers know that the fastest way to greater knowledge and, often, to solving a

problem, comes through collaboration and exchanging information. One result is that

engineers are always looking for opportunities to share their knowledge and ideas.

TTHE ENGINEER (CONT.)



RECEPTIVE: Perhaps it is the balance between their practical side and their open

curiosity that has led engineers to readily embrace the best new technologies. For

example, engineers were amongst the first to use electronic calculators, tools that

represented a major evolution from the slide rule. The profession also lead in the use

of personal computers, which quickly became a regular part of the engineer’s daily

work routine. It only seems natural that, for today’s engineer, the Internet would be

recognized and adopted as an important and powerful new tool, which would be

incorporated into their working environment.

Professional engineers combine science and art to design and create "things" in an

effort to improve upon the natural world. ENGINEERING.com is an Internet-based

business that has been developed by engineers to help other engineers become more

effective in the use of their valuable talents. These are the people whose needs

ENGINEERING.com is rapidly evolving to satisfy. We are actively looking to harness

their ideas, knowledge and talents to ensure that ENGINEERING.com continues to

evolve in its vision to become the "Ultimate Resource Tool" for the global engineering

community.

THE ENGINEER’S PLEDGE: 

"As an engineer, I pledge to practice integrity and fair dealing, tolerance and respect,

and to uphold devotion to the standards and dignity of my profession, conscious

always that my skill carries with it the obligation to serve humanity by making the best

use of Earth’s precious wealth." 

“To Be an Engineer” from “The Order of the Engineer”. 
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The extensive research that was completed prior to the creation of ENGINEERING.com,

as well as the reaction that we have received from users over the past year, both confirm

the vital importance of the website’s functionality and ease-of-use, as well as the

exceptional quality and range of its growing content base.  To meet these former criteria,

we have developed ENGINEERING.com to work the way that engineers do. 

SEARCHING: “The Solution Machine” is a unique, specially designed, dynamic search engine

built to help engineers efficiently find information and resources for their professional needs.

Users can deploy “The Solution Machine” to search through the ENGINEERING.com site and

to examine other worldwide Internet-based engineering channels.

SHARING: The ENGINEERING.com "Community" section is evolving to assist engineers from

around the world to "meet" in one location, through the Internet, and to share their

knowledge and experience. "Community" enables engineers and technologists to receive

engineering news, share information through message boards and real-time communication,

gain access to professional organizations and reference materials, as well as providing access

to many of the leading engineering academic institutions.

SOURCING: “The Marketplace” has become a consolidating source for a wide and

growing array of engineering software, specialty hardware, training and consultancy

resources provided by ENGINEERING.com’s list of valued partnerships. This "24/7" global

store ensures that engineering users have a "one-stop shopping" location for finding,

examining and comparing products and services before they make their purchasing

decisions. Through its "Marketplace" function, ENGINEERING.com is also developing the

capacity to provide application service provider (ASP) tools for engineers who are looking

to gain the most cost-effective access to complex, leading-edge technologies, as well as

to solution providers, educational resources and implementation services.

TTHE ENGINEER’S ULTIMATE

RESOURCE TOOL



MEMBERSHIP: ENGINEERING.com is constantly looking for opportunities to build and

enhance its relationships with its users. As an organization focused on providing the highest

level of service, the more information that we have from our members – including contact

information – the better able we are to meet their individual needs. This is why we strongly

encourage engineers and technologists to take a few minutes to register on

ENGINEERING.com, at no cost or obligation. Once they have registered, members will gain

free access to ENGINEERING.com’s “Solution Machine”, “Community” and “Marketplace”

segments. Members who use ENGINEERING.com to purchase software, hardware, training,

services or ENGINEERING.com gifts, can earn "Reward" points, which may be redeemed for

products, services or merchandise.
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TTECHNOLOGY INVENTORS

Like their manufacturing counterparts, engineers who design and develop new technologies,

particularly software, are always searching for better ways to market and sell their offerings. This

challenge has become particularly great given the fact that engineering technology markets

have recently matured, creating greater price pressures and forcing more and more technology

inventors to find still more efficient distribution channels to the engineering community. 

“How do technology inventors sell more complex technologies,

to more engineers with fewer sales and marketing resources?”

Even for smaller, new technology inventors, ENGINEERING.com provides a unique, cost-effective,

Internet-enabled platform for displaying and selling their products, with the added benefit of

"sharing shelf space" with the world’s leading technology providers. Through ENGINEERING.com,

these providers can now deliver on-line marketing and customer support capabilities by

offering up-to-date product information, demonstrations, training, distribution, secure

transactions and even product rental.

"ENGINEERING.com has actively helped to raise our profile, to develop unique marketing

ideas and strategies, to find new customers and to ensure that engineers, especially in North

America and Europe, know about our technology. I would describe our relationship with

ENGINEERING.com as a true and valuable partnership."

Visa Vuorinen, Chief Executive Officer, Lumeo Software Inc.

TTHE ANSWER IS...
ENGINEERING.COM
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SSYSTEMS INTEGRATORS, VALUE-ADDED RESELLERS

AND ENGINEERING SERVICE PROVIDERS

(SIS, VARS,& ESPS)
Systems integrators (SIs), value-added resellers (VARs) and engineering service providers

(ESPs), are all in the business of providing products and services to help engineering

organizations become more productive and successful. For these providers, the Internet

is essential in helping to raise their profile and communicate with their potential market.

However, developing their own effective E-business strategy is simply not cost-effective. 

“How do SIs, VARs and ESPs embrace the Internet to generate higher revenues and

continue to meet the future needs of their customers?”  

As an ENGINEERING.com partner, they can have an instant presence on a unique and

growing Internet destination focused entirely on their ideal audience. Through

ENGINEERING.com, SIs, VARs and ESPs can efficiently and cost-effectively widen their

market reach and build incremental revenues. These vendors can also focus on providing

additional value-added services that aligns with their customer’s needs. For example, they

can offer their customers "24/7" access to their solutions making it easier to review and

purchase products and services from anywhere.

"Having ENGINEERING.com as a partner is like having a second global sales force and

distribution channel that delivers incremental revenue. Besides building revenues,

ENGINEERING.com is helping RAND Worldwide to lower our costs, enhance our customer

relationships and generally to give us a significant competitive advantage over all of those

companies that DON’T have a reliable E-business and E-commerce strategy."

Joe Oswald, P.Eng., Executive Vice President, RAND Worldwide

TTHE ANSWER IS...
ENGINEERING.COM



CCONSULTING ENGINEERS

Consulting engineering firms and designated individuals also operate in a highly

competitive global marketplace where reputation is an engineer’s most valuable asset.

Successful engineering consultants in this environment are those who have established

a strong reputation and a positive presence amongst their potential client base. They

must be able to add significant value and meet practical challenges presented by

clients who are developing engineering projects that may affect public safety and be

worth hundreds of millions, even billions of dollars. 

“How do professional consulting engineers cost-effectively raise

their profile and support their reputation?” 

ENGINEERING.com provides consulting engineers with unique marketing support,

allowing them to introduce themselves to prospective clients. Consultants can post

testimonials and other marketing materials, including links to their home sites, on the

"Marketplace" portion of the site to demonstrate their capabilities and experience. The

"Partner" area of ENGINEERING.com provides the consultant with access to our

collaborative tools and provides a secure online destination for selectively sharing

information, such as client presentation material, project proposals and improving their

ability to effectively market their capabilities.

"How else can we inform potential clients who we have never met about the quality of

our work and about the testimonials our past and current clients have offered?

ENGINEERING.com allows us to present ourselves to the global engineering

community, including key project decision-makers, in a manner that reflects the highest

standard of professionalism and integrity."

Hugo Blasutta, P.Eng., Partner, Yolles Group Inc.

TTHE ANSWER IS...
ENGINEERING.COM
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MMANUFACTURERS

Many manufacturing organizations give much of the credit for their success to their own

engineering teams, which frequently develop new and better systems, technologies,

components and materials to improve the manufacturing process. Such developments

may involve time or cost savings, quality improvements or innovations that contribute to

the company’s revenues and profitability. Manufacturers can improve their business by

efficiently finding – and collaborating with – those component manufacturers that have

developed the best technology, material, system or process to meet their needs. At the

same time, component manufacturers and suppliers are looking for the best channel for

communicating their competitive advantage to a company’s engineering decision makers.  

“How can manufacturers and component suppliers collaborate and improve their

competitive position and profitability?”

ENGINEERING.com offers a unique communication and collaboration channel for

manufacturing organizations, particularly those looking to interface with others in the

engineering community. Manufacturers are able to use ENGINEERING.com to

communicate their greatest challenges and to search for the most innovative suppliers to

meet their requirements. Component manufacturers and engineering suppliers can use

ENGINEERING.com to distribute news about new systems, processes, materials or tools

they have developed, creating new sales and development opportunities.

ENGINEERING.com enables companies to provide detailed specifications,

demonstrations and other sales or marketing presentations for potential customers on-line.

“ENGINEERING.com is delivering the sort of reliable E-business tools that will help us to

leverage the Internet in new ways. They understand what we need and what we are trying

to achieve and they are helping us to get there very cost effectively.”

Kelly Toombs, IT/HW Commodity Manager, 3Com, Corporate Purchasing

TTHE ANSWER IS...
ENGINEERING.COM



Engineering schools around the world have been highly successful in providing

students with an excellent understanding of engineering concepts and theory. However,

it has proven far more difficult for them to provide the specific skills and experience

currently required by industry. Surveys have shown that the "skills gap" between what

young engineers learn at university and what industry requires of their professional

engineering staff continues to grow. As the advances in technology affecting the world

of engineering continue to accelerate and funding for many of our engineering

institutions continues to be under pressure, it seems all but certain that this variance

will continue to be a challenge for engineering institutions and industry.

"How can the growing disparity between the engineer’s formal education

and the needs of the industry be reduced?”

At ENGINEERING.com, we are working hard to build a practical bridge between a

student’s experience and knowledge gained within the academic world, to a place where

they can gain the skills and practical knowledge needed to be a productive, working

professional engineer. ENGINEERING.com is supporting a wide variety of initiatives –

working with universities, research facilities and corporations – to help young engineers

to significantly enhance their practical capabilities and reduce the "skills gap". 

“What has impressed me most about the people at ENGINEERING.com, and in particular,

their President and CEO, Mr. Frank Baldesarra, is their clear conviction of the

importance and value of the engineering profession. One of the ways they are showing this

is through their support of the Leonardo da Vinci competition scholarship program in

Engineering at the University of Toronto, and we would especially like to thank them for this.”

William R. Cluett, Ph.D., F.C.I.C., P.Eng.,

Vice-Dean (Undergraduate) and Chair,

First Year Faculty of Applied Science and Engineering, University of Toronto

AACADEMIA

TTHE ANSWER IS...
ENGINEERING.COM
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In the world of engineering, change and progress are derived from the right combination

and application of knowledge, processes and technologies. Engineers bring their

knowledge and experience, allowing them not only to manage change, but also to

innovate and grow. They select and utilize enabling technologies, which, in turn, support

the process of change. ENGINEERING.com continues to seek and deliver a growing

variety of resources specifically designed to enhance the ability of the global engineering

community to apply their professional expertise in gaining greater knowledge, in building

more effective enabling technologies and in designing better processes. We believe that,

by providing access to the right engineering resources and encouraging such an

environment, we are taking steps that will do more than help us to fulfill our vision. We

hope to make a proud contribution to the efforts of the engineering profession in its

efforts to create a better world for our children.  

AA TIME FOR A CHANGE



MANAGEMENT DISCUSSION & ANALYSIS

ENGINEERING.com Incorporated (“ENGINEERING.com” or the “Company”) reported

revenue for 2001 of $8,200,823, compared to $734,706 for 2000. The net loss for 2001

was $1,604,745 or $0.08 per Common Share, compared to a net loss of $3,718,535 or

$0.26 per Common Share for the 2000 fiscal year.

As at December 31, 2001, the Company had a cash and short-term investment balance of

$2,973,745, compared to $6,762,396 as at December 31, 2000. This decrease was a result

of acquisition costs and operating losses in 2001.

OVERVIEW



The following analysis of the financial condition and results of operations of the

Company should be read in conjunction with the Company’s audited financial

statements for the year ended December 31, 2001.

Revenue

Revenue is comprised of revenue from the ENGINEERING.com website and related

E-business streams and from the business of the Company’s wholly-owned subsidiary,

The Brand Factory Inc. Revenue from the website and E-business was derived from the

sale of website listings, the sale of products and services and through referrals of sales

opportunities to business partners. Revenue related to The Brand Factory’s services

included market and consumer analysis, brand strategy development, creative

development, advertising and communications.

ENGINEERING.com revenue for 2001 totaled $8,200,823, compared with revenue

earned during the nine-month period from the date of incorporation, March 31, 2000,

to December 31, 2000, of $734,706. E-business revenue for fiscal 2001 was $4,773,644,

compared to $10,936 for the previous nine-month period. Fiscal 2001 revenue includes

billings of $2,571,681 to Rand A Technology Corporation, which operates as RAND

Worldwide™, the Company’s largest shareholder. The Brand Factory revenue for fiscal

2001 was $3,427,179, an increase from $1,052,481 in 2000, and included billings to

RAND Worldwide and its subsidiaries of $368,400, for brand strategy development, and

marketing services. Revenue from billings to RAND Worldwide for the fiscal year 2000

was $74,566.

Gross Profit

Cost of sales encompasses direct costs related to client projects, including project-

related payments to third parties. Based on these costs, the Company’s gross profit

margin was 46% for the year ended December 31, 2001 (ENGINEERING.com gross

profit margin was 38%, while gross profit margin for The Brand Factory [including The

eBrand Factory] was 57%). The overall gross profit margin continues to fluctuate as the

Company generates more revenue from the sale of listings on the ENGINEERING.com

website, which generate relatively stable margins, as opposed to the margins derived

from the sale of products and services on the website, which are often negotiated. 
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Salaries, Wages and Management Fees

As at December 31, 2001, the Company employed 46 individuals. Salaries, wages and

management fees for the fiscal year ended December 31, 2001 were $2,532,308, compared

to $2,029,243 in 2000. These figures included $210,144 paid to RAND Worldwide in 2001 and

$775,598 in 2000 for management services provided to the Company pursuant to a

Management Services Agreement, the term of which was extended through December 31, 2001.

RAND Worldwide provided the services of Frank G. Baldesarra as President and Chief

Executive Officer through December 31, 2001, and Rui P. Malhinha as Vice-President, Chief

Financial Officer and Secretary up to October, 2001. RAND Worldwide also provided the

Company additional services from other individuals employed by RAND Worldwide. 

As expected, these management service charges from RAND Worldwide declined in 2001 as

the Company hired dedicated staff.

Operating Expenses

Operating expenses for 2001, including website development, marketing and general and

administrative expenses, were $2,015,704, compared to $1,914,803 in 2000. This included

general and administrative expenses related to web hosting charges, professional fees,

occupancy costs, travel, communication and miscellaneous administrative expenses.

Depreciation and Amortization

Depreciation and amortization expense (excluding goodwill amortization) amounted to

$656,703 for fiscal 2001, compared to $73,007 in 2000. Depreciation expense of $597,840

related to capital assets, including computer and office equipment, and most of which were

acquired in 2001, are being depreciated on a declining balance basis. Amortization expense

for 2001 of $58,863 included $37,058 for amortization over a ten-year period of the cost of

the domain name, ENGINEERING.com. The increase in the depreciation and amortization

expense in 2001 was due to website development costs and one complete year of

amortization.
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Goodwill Amortization

Goodwill amortization of $385,900 in 2001 and $162,500 in 2000 relates to the acquisition of

The Brand Factory in fiscal 2000, which is being amortized over five years.

Interest Income and Foreign Exchange

Interest income and foreign exchange for 2001 was $245,020, compared to $238,716 in

2000. Interest income of $140,148 in 2001 was earned from cash and short-term

investments. Interest income for 2000 was $238,716. This decrease is due to start-up

costs, acquisition costs and lower interest rates. Foreign exchange gain of $104,872 in

2001 relates to the translation of monetary items at the year-end exchange rate.

Income Taxes

The benefit of losses available for carry forward to be offset against taxable income in

future years has not been recognized by the Company in the consolidated financial

statements. As at December 31, 2001, these loss carry forwards totaled $3,127,000.

Quarterly Comparisons

The following sets forth, for each of the previous seven quarters, information relating to

the Company’s revenue, net earnings (loss) and earnings (loss) per Common Share.

31-Dec-01 30-Sept-01 30-Jun-01 31-Mar-01 31-Dec-00 30-Sep-00 30-Jun-00

$ $ $ $ $ $ $

Revenue 3,000,022 2,874,532 1,586,157 740,112 371,243 362,951 -

Net Earnings (Loss) 98,134 (230,641) (491,573) (994,067) (1,521,583) (1,606,196) (590,756)

Earnings (Loss) 
per Common Share(1) 0.01 (0.01) (0.03) (0.06) (0.09) (0.11) (0.06)

(1) Earnings (Loss) per Common Share has been calculated based on the weighted average number of Common Shares outstanding.
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The Company’s operations have been funded to date from the proceeds of the Company’s

Special Share offering, which was completed on May 31, 2000. The Company issued 6,000,000

Series A Special Shares for gross proceeds of $12,000,000 and net proceeds of $10,685,000.

These Series A Special Shares were subsequently converted into 6,000,000 Common Shares and

3,000,000 Common Share Purchase Warrants for no additional consideration. Each Warrant

entitles the holder to purchase one Common Share at an exercise price of $2.00 at any time up

to May 31, 2002.

The Company also completed the following capital transactions during the year;

i) On March 5, 2001, the Company issued 50,000 Common Shares to Yolles Group Inc.

(“Yolles”), a related party, with respect to a Consultant Agreement entered into with

ENGINEERING.com, whereby Yolles would provide certain consulting services to

ENGINEERING.com for total consideration of $68,534.

ii) On March 23, 2001, the Company issued 150,000 Common Shares to CADsoft Corporation

(“CADsoft”), a related party, with respect to a Reseller Agreement entered into with

ENGINEERING.com, whereby ENGINEERING.com would be an authorized exclusive reseller

of certain CADsoft-related licensed products and services for total consideration of $141,105.

iii) On March 30, 2001, the Company acquired 100% of the outstanding shares of IQtraders.com

Inc. (“IQT”) from Waterloo Maple Inc. (“WMI”) and executed a Web Reseller Agreement with

WMI. IQT develops software to solve complex mathematical problems. This acquisition has

been accounted for using the purchase method and has been included in these financial

statements from the date of acquisition. Total consideration paid consisted of 1,400,000

Common Shares of ENGINEERING.com and 400,000 warrants with a strike price of $2.00

exercisable at any time up to and including two years plus 15 days from March 30, 2001. These

warrants will be convertible on a one-for-one basis if the market price of the Common Shares

is greater than $10 per Common Share before the date that is the second anniversary of the

closing of the transaction, or on a two-for-one basis if the share price is less than or equal to

$10 per Common Share and certain sales volumes, pursuant to the Web Reseller Agreement,

are achieved. One-half of the Common Shares issued on closing are being held in escrow until

the earlier of (i) the achievement of certain sales volumes pursuant to the Web Reseller

Agreement and (ii) three years from March 30, 2001.
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iv) On July 12, 2001, the Company issued 14,140 Common Shares to Creative Engineering in

consideration for the acquisition of the rights to the domain name “ENGINEERING.com”

for total consideration of $13,049. Pursuant to the terms of the Domain Name Agreement,

on March 6, 2002, the shares were returned to ENGINEERING.com and total consideration of

US$250,000 was paid to Creative Engineering.

v) On December 21, 2001, 100,000 common shares were issued upon the exercise of 100,000

Patfind Agent Options for proceeds of $30,000. These options were issued by Patfind Inc.,

a predecessor to the Company, to its agent in consideration for Patfind’s initial public offering.

During 2001, the Company granted 559,000 options to certain directors, officers and

employees to acquire Common Shares of the Company at various exercise prices (refer to

Note 6 to the consolidated financial statements).

Working Capital

As at December 31, 2001, the Company had working capital of $2,962,192, compared to

$5,987,356 in 2000, including cash and short-term investments of $2,973,745, compared

to $6,762,396 in 2000. In 2001, short-term investments represent 30-day Government of

Canada treasury bills.

Capital Assets

Additions to capital assets during 2001 were $2,232,015, an increase from $250,644 in

2000, and consisted primarily of website development costs, computer hardware and

software, leasehold improvements, furniture and fixtures.

Outlook

The Company’s revenues and earnings have strengthened and its operating costs have

become sufficiently predictable over the past year of ENGINEERING.com’s operations such

that management believes that its current level of cash and short-term investments will be

maintained at approximately their current levels for the foreseeable future.
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Present Status and Risk Factors

The Company has not earned profits to date and, as at December 31, 2001, had an accumulated

deficit of $5,323,280. The Company has also incurred negative cash flow from operations since

inception and expects to continue to expend funds to develop its technology and business model

and grow its business, including the possibility of acquiring or investing in strategic business

partners. 

Operating results have varied on a quarterly basis and may fluctuate significantly in the future as

a result of many factors including:

i) the pace of development of the market for E-business;

ii) changes in the level of marketing and other operating expenses to support future growth;

iii) competitive factors;

iv) general economic conditions; and,

v) successful implementation of E-business technologies.

As at December 31, 2001, the Company believes that it has sufficient funds on hand to meet its

financial requirements until at least December 31, 2002. However, the actual amount of funds that

will be required over the fiscal year 2002 will be determined by many factors, including those

mentioned above. As a result, the Company may need additional funds sooner than currently

anticipated. The Company does not have committed sources of financing at this time and there

is no assurance that it will be able to obtain financing when needed on commercially reasonable

terms, if at all. If adequate funds are not available or not available on acceptable terms when

needed, the Company’s business, operations, financial condition and future prospects will be

materially affected. If additional funds are raised through the issuance of equity or convertible

debt securities, the proportionate ownership of the shareholders of the Company will be reduced,

and shareholders may experience additional dilution and such securities may have rights senior

to those of the Company’s Common Shares.
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Foreign Currency Risks

The Company incurs substantially all of its costs in Canadian dollars, and expects to derive

revenue predominantly in U.S. dollars. Fluctuations in the U.S./Canadian exchange rate will

impact the Company’s reported results, given that the Company reports in Canadian dollars.

During periods of strength in the Canadian dollar, revenue reported in Canadian dollars will be

affected in a negative manner. The opposite will be true in periods where the Canadian dollar is

weakened against the U.S. dollar. The Company will also be exposed to foreign currency

fluctuations to the extent that it has a net investment in foreign denominated assets and liabilities.

The Company does not have any hedging programs in place to manage the potential exposure

to fluctuations in the U.S./Canadian dollar exchange rate.

Forward-Looking Statements

This Management Discussion and Analysis of financial condition and operating results may

contain forward-looking statements concerning the future prospects of the Company’s products

and services and its positioning in the engineering products and services marketplace. Forward-

looking statements include statements of plans, objectives, strategies and expectations. Such

forward-looking statements involve known and unknown risks, uncertainties and other factors

which may cause the actual results, performance or achievements to be materially different from

any future results, performance or achievements expressed or implied by such forward-looking

statements.

The Company considers the assumptions on which these forward-looking statements are based

to be reasonable, but caution the reader that these assumptions regarding future events, many

of which are beyond our control, may ultimately prove to be incorrect since they are subject to

risks and uncertainties that affect us. The Company disclaims any intention or obligation to

update or revise any forward-looking statements, whether as a result of new information, future

events or otherwise.
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MMANAGEMENT’S RESPONSIBILITY

FOR FINANCIAL REPORTING

To the Shareholders of ENGINEERING.com Incorporated: 

The consolidated financial statements and other financial information in this Annual

Report were prepared by the management of ENGINEERING.com Incorporated (the

“Company”), reviewed by the Audit Committee and approved by the Board of Directors.

Management is responsible for the consolidated financial statements and believes that

they present fairly the Company’s financial condition and results of operations in

conformity with generally accepted accounting principles. Management has included in

the Company’s consolidated financial statements amounts based on estimates and

judgments that it believes are reasonable under the circumstances.

To discharge its responsibilities for financial reporting and safeguarding of assets,

management believes that it has established appropriate systems of internal accounting

control which provide reasonable assurance that the financial records are reliable and

form a proper basis for the timely and accurate preparation of financial statements.

Consistent with the concept of reasonable assurance, the Company recognizes that the

relative cost of maintaining these controls should not exceed their expected benefits.

Management further assures the quality of the financial records through careful selection

and training of personnel, and through the adoption and communication of financial

and other relevant policies.

The shareholders have appointed Arthur Andersen LLP to audit the consolidated financial

statements. Their report outlines the scope of their examination and their opinion.
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AAUDITORS’ REPORT

To the Shareholders of ENGINEERING.com Incorporated:

We have audited the consolidated balance sheets of ENGINEERING.com Incorporated (the

“Company”) as at December 31, 2001 and 2000 and the related consolidated statements of

operations and deficit and cash flows for the periods then ended. These consolidated financial

statements are the responsibility of the Company’s management. Our responsibility is to

express an opinion on these consolidated financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing

standards. Those standards require that we plan and perform an audit to obtain

reasonable assurance whether the consolidated financial statements are free of material

misstatement. An audit includes examining, on a test basis, evidence supporting the

amounts and disclosures in the financial statements. An audit also includes assessing the

accounting principles used and significant estimates made by management, as well as

evaluating the overall financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material

respects, the financial position of the Company as at December 31, 2001 and 2000, and

the results of its operations and its cash flows for the periods then ended in accordance

with Canadian generally accepted accounting principles.

February 15, 2002, except for Note 17, which is dated March 6, 2002.

Mississauga, Canada



CCONSOLIDATED BALANCE SHEETS

As at December 31 2001 2000

$ $

ASSETS

CURRENT ASSETS

Cash and short-term investments (Note 2) 2,973,745 6,762,396

Accounts receivable 2,473,992 785,005

GST receivable 8,263 117,030

Prepaid expenses and deposits 435,882 58,306

Due from related parties (Note 11) 343,594 18,527

6,235,476 7,741,264

CAPITAL ASSETS (Notes 3 and 11) 3,043,955 318,686

INTANGIBLE ASSETS (Notes 4 and 11) 1,778,803 1,808,405

11,058,234 9,868,355

LIABILITIES AND SHAREHOLDERS’ EQUITY

CURRENT LIABILITIES

Accounts payable and accrued liabilities 1,104,790 1,063,846

Due to related parties (Note 11) 1,238,086 -

Current portion of lease payments - 13,833

Income taxes payable (Note 7) 56,326 261,077

Deferred revenue 842,474 67,140

Note payable (Note 13) 31,608 348,012

3,273,284 1,753,908

SHAREHOLDERS’ EQUITY

Share capital (Note 5) 13,108,230 11,832,982

Deficit (5,323,280) (3,718,535)

7,784,950 8,114,447

11,058,234 9,868,355

Approved on behalf of the Board of Directors:

The accompanying notes are an integral part of these consolidated financial statements
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CCONSOLIDATED STATEMENTS

OF OPERATIONS AND DEFICIT
Year ended Period from

December 31, March 31 to
2001 Dec. 31, 2000

$ $

REVENUE (Note 11) 8,200,823 734,706

COST OF SALES (Note 11) 4,424,474 512,404

GROSS PROFIT 3,776,349 222,302

OPERATING EXPENSES

Salaries and benefits 2,322,164 1,253,645

Management fees (Note 11) 210,144 775,598

Marketing expenses 301,044 -

Website development costs 271,342 1,383,043

General and administrative 1,443,318 531,760

4,548,012 3,944,046

OPERATING LOSS (EBITDA) BEFORE: (771,663) (3,721,744)

Depreciation and amortization expense 656,703 73,007

Interest and foreign exchange (245,020) (238,716)

411,683 (165,709)

NET LOSS BEFORE INCOME TAXES 
AND GOODWILL AMORTIZATION (1,183,346) (3,556,035)

PROVISION FOR INCOME TAXES (Note 7) 35,499 -

NET LOSS BEFORE GOODWILL AMORTIZATION (1,218,845) (3,556,035)

GOODWILL AMORTIZATION 385,900 162,500

NET LOSS (1,604,745) (3,718,535)

LOSS PER SHARE BEFORE GOODWILL AMORTIZATION (0.06) (0.25)

NET LOSS PER COMMON SHARE (Note 10) (0.08) (0.26)

WEIGHTED AVERAGE NUMBER OF

COMMON SHARES (basic) 18,891,645 14,225,394

DEFICIT, beginning of period (3,718,535) -

DEFICIT, end of period (5,323,280) (3,718,535)

The accompanying notes are an integral part of these consolidated financial statements.



CCONSOLIDATED STATEMENTS

OF CASH FLOWS
Year ended Period from

December 31, March 31 to
2001 Dec. 31, 2000

$ $
OPERATING ACTIVITIES

Net loss (1,604,745) (3,718,535)
Add items not affecting cash:

Depreciation and amortization 1,042,603 235,507
Changes in operating assets and liabilities

other than cash (Note 8) (433,250) 1,367,242

CASH USED IN OPERATING ACTIVITIES (995,392) (2,115,786)

FINANCING ACTIVITIES
Current portion of lease payments (13,833) -
Issuance of share capital 30,000 11,332,982
Note payable (316,404) -

CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES (300,237) 11,332,982

INVESTING ACTIVITIES
Additions to capital assets, net (2,232,015) (250,644)
Acquisition of The Brand Factory, net of cash - (332,822)
Acquisition of The eBrand Factory, net of cash - (1,500,721)
Additions to intangible assets (261,007) (370,613)

CASH USED IN INVESTING ACTIVITIES (2,493,022) (2,454,800)

INCREASE (DECREASE) IN CASH AND
SHORT-TERM INVESTMENTS (3,788,651) 6,762,396

CASH AND SHORT-TERM INVESTMENTS, 
beginning of period 6,762,396 -

CASH AND SHORT-TERM INVESTMENTS, 
end of period 2,973,745 6,762,396

SUPPLEMENTARY CASH FLOW DISCLOSURE
Cash paid for income taxes 204,751 -

The accompanying notes are an integral part of these consolidated financial statements
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NNOTES TO CONSOLIDATED

FINANCIAL STATEMENTS

December 31, 2001 and 2000 

1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES
ENGINEERING.com Incorporated (the “Company” or “ENGINEERING.com”) was formed on
September 18, 2000 by the amalgamation of ENGINEERING.com (“First
ENGINEERING.com”), a private company, and Patfind Inc. (“Patfind”), a publicly traded
company on the Canadian Venture Exchange. The amalgamated company continued under the
name of ENGINEERING.com Incorporated. The amalgamation constituted a reverse takeover
of Patfind by the shareholders of ENGINEERING.com as disclosed in Note 12, and accordingly,
these financial statements present the continuation of First ENGINEERING.com. See Note 5 for
information relating to the incorporation of First ENGINEERING.com and Patfind and
pre-amalgamation share capital transactions.

The primary business activity of the Company is the development of a business-to-business
Internet marketplace for engineering products and services targeted at the engineering
community. The continuance of the Company’s operations is dependent upon the
commercialization and development of the ENGINEERING.com website.

Principles of consolidation
These consolidated financial statements include the accounts of ENGINEERING.com and its
subsidiaries (collectively the “Company”). All significant intercompany accounts and
transactions have been eliminated.

Use of estimates
The preparation of financial statements in accordance with Canadian generally accepted
accounting principles requires management to make estimates and assumptions that affect the
amounts reported in the financial statements and accompanying notes. Actual results could
differ from those estimates.

Revenue recognition
The Company’s revenue consists of fees for listings on the Company’s website, software and
software support sales, hardware sales and service-related activities.

Listing fee revenues are recognized over the term of the agreement, which is typically 12
months.

Hardware sales are recognized when title passes, which coincides with shipment to and
acceptance by the customer. Revenue from the licensing of software products is recognized
when the Company has delivered the software and satisfied all contractual obligations.



December 31, 2001 and 2000 

1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (Continued)
Revenue from software support contracts, which includes product updates, telephone
hotline support, local on-site engineering support and revision loading are recognized on
a straight-line basis over the life of the contract. These contracts are normally one year
in duration.

Revenue from other service-related activities, including training, custom
programming, networking, integration, engineering and consulting services are
recognized as the services are performed.

Capital assets

Capital assets are recorded at cost and depreciated on a declining balance method
at the following rates or on a straight-line basis over the following term:

Computer hardware and software 30%
Office furniture & equipment 20%
Website development 3 years

Leasehold improvements are amortized on a straight-line basis over the term of the lease.

Intangible assets
Intangible assets consists of the domain name, ENGINEERING.com, goodwill, and
reseller agreements. The domain name is being amortized over a period of 10
years. Goodwill represents the excess of purchase consideration over the fair value
of net identifiable assets acquired in a business combination. Goodwill is amortized
on a straight-line basis over five years. The Company’s policy with respect to the
potential impairment of goodwill is determined by comparison of the carrying value
of unamortized goodwill with the estimated future cash flows of the related entity.
Goodwill is only written down when it has been determined that there has been a
permanent impairment in value of the unamortized goodwill. Reseller agreements
are amortized to cost of sales on a straight-line basis over the term of the
agreement.

Research and website development costs
Research costs are expensed as incurred. Development costs are expensed as
incurred unless a development project meets specified criteria under Canadian
generally accepted accounting principles for capitalization and amortization
including, but not limited to, technical feasibility and reasonable assurance of
recoverability.
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December 31, 2001 and 2000 

1. NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES (Continued)
Foreign currency translation
Monetary assets and liabilities denominated in foreign currencies are recorded in Canadian
dollars at the exchange rate in effect at the balance sheet date. Exchange gains and losses
arising on translation are included in earnings. Revenues and expenses are recorded using
exchange rates that approximate those in effect when the transactions occur.

Income taxes
The Company follows the asset and liability method of accounting for income taxes.
The Company provides a valuation allowance to reduce future tax assets when it
appears more likely than not that the asset will not be realized.

Stock-based compensation plans
The Company has an Employee Stock Option Plan (the “Plan”), which is described in Note
6. Under the Plan, options are to be granted at market value as determined by the board
of directors, by reference to a quoted trading price, if available, and accordingly, no
compensation expense is recognized when stock options are issued to employees. Any
consideration paid by employees on exercise of stock options or purchase of Common
Shares is credited to share capital. If Common Shares or stock options are repurchased
from employees, the excess of the consideration paid over the carrying amount of the
Common Shares or stock options is charged to retained earnings.

Financial instruments

The Company’s financial instruments consist of cash and short-term investments, accounts

receivable, GST receivable, accounts payable and accrued liabilities, due to related

parties, and note payable. The carrying value of cash and short-term investments, accounts

receivable, GST receivable, accounts payable and accrued liabilities, due to related

parties, and note payable approximates their fair values due to the immediate or short-

term maturity of these financial instruments.

2. CASH AND SHORT TERM INVESTMENTS

In 2001, short-term investments represent 30-day Government of Canada treasury bills. 

In 2000, short-term investments were placed in short-term treasury bills and guaranteed

investment certificates for periods ranging from 30 to 90 days.

NNOTES TO CONSOLIDATED

FINANCIAL STATEMENTS (CONT.)



December 31, 2001 and 2000 

2001 2000

$ $

Short-term investments 1,004,521 6,498,464

Cash 1,969,224 263,932

2,973,745 6,762,396

3. CAPITAL ASSETS

2001

Accumulated Net Book

Cost Amortization Value

$ $ $

Computer hardware and software 990,984 235,705 755,279

Office furniture and equipment 92,627 27,061 65,566

Leasehold improvements 163,636 38,473 125,163

Website development 2,504,638 406,691 2,097,947

3,751,885 707,930 3,043,955

2000

Accumulated Net Book

Cost Amortization Value

$ $ $

Computer hardware and software 210,509 98,680 111,829

Office furniture and equipment 58,984 17,790 41,194

Leasehold improvements 163,636 10,048 153,588

Equipment under capital lease 38,880 26,805 12,075

472,009 153,323 318,686
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December 31, 2001 and 2000 

4. INTANGIBLE ASSETS

The Company acquired The Brand Factory Inc. and The eBrand Factory Inc.,

(collectively “The Brand Factory”), in July 2000, resulting in related goodwill of

$1,625,000 (Note 12). During the year, additional purchase consideration was paid

relating to The Brand Factory acquisition has been allocated to goodwill.

2001

Accumulated Net Book

Cost Amortization Value

$ $ $

Domain name 370,613 61,766 308,847

Reseller agreements 141,105 21,805 119,300

Goodwill 1,899,056 548,400 1,350,656

2,410,774 631,971 1,778,803

2000

Accumulated Net Book

Cost Amortization Value

$ $ $

Domain name 370,613 24,708 345,905

Goodwill 1,625,000 162,500 1,462,500

1,995,613 187,208 1,808,405

5. SHARE CAPITAL
Authorized
An unlimited number of Common Shares
An unlimited number of Non-Voting Special Shares, issuable in series

Issued and outstanding:

Pre amalgamation transactions of Patfind

On November 30, 1999, Patfind issued 600,000 Common Shares to its founders for $90,000.

On December 10, 1999, Patfind issued 66,667 Common Shares to its founders for $10,000.

On January 7, 2000, a private placement of 1,000,000 Common Shares was completed by
Patfind for gross proceeds of $300,000.

NNOTES TO CONSOLIDATED

FINANCIAL STATEMENTS (CONT.)



December 31, 2001 and 2000 

5. SHARE CAPITAL (Continued)

On March 28, 2000, Patfind completed an initial public offering of 1,000,000

Common Shares for gross proceeds of $300,000 (before deduction of professional

fees of $87,837). In addition, the agent for the offering was granted an option to

purchase 100,000 Common Shares at $0.30 per share. This option expires on

November 1, 2001.

Pre amalgamation transactions of First ENGINEERING.com

First ENGINEERING.com was incorporated on March 31, 2000 under the Ontario

Business Corporations Act.

On March 31, 2000, First ENGINEERING.com issued 8,150,000 Common Shares to

Rand A Technology Corporation (“RAND Worldwide”) for proceeds of $8.00. On

April 1, 2000, 500,000 Common Share purchase warrants were issued to RAND

Worldwide, a related party, and 2,000,000 Common Share purchase warrants were

issued to Randvest Inc., a related party, each for nominal consideration. Each

Common Share purchase warrant entitles the holder to purchase one Common

Share at a price of $2.00 per Common Share expiring on March 31, 2002.

On May 31, 2000, First ENGINEERING.com completed a private placement of 6,000,000

Series A Special Shares at a price of $2.00 per share for gross proceeds of $12,000,000.

Each Series A Special Share was converted, for no additional consideration, into one

Common Share and one-half of one Common Share purchase warrant on December 1,

2000. Each whole warrant entitles the holder to purchase one Common Share at an

exercise price of $2.00 per share at any time prior to May 31, 2002. 

First ENGINEERING.com paid a cash commission to the underwriter of 7% for the
private placement. First ENGINEERING.com also granted the underwriter
compensation warrants to acquire 600,000 compensation options. The compensation
options entitle the underwriter to acquire one Common Share and one-half of one
Common Share purchase warrant at a price of $2.00 per compensation option at any
time up to May 31, 2002. Each whole purchase warrant will entitle the holder to
purchase one Common Share at an exercise price of $2.00 per share at any time prior to
May 31, 2002.
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5. SHARE CAPITAL (Continued)

On July 6, 2000, First ENGINEERING.com acquired The Brand Factory. First
ENGINEERING.com issued 250,000 Series B Special Shares as part of the total
purchase price.

On July 28, 2000, a director purchased 75,000 Series B Special Shares for gross
proceeds of $150,000.

On September 18, 2000, the First ENGINEERING.com’s advisor for the amalgamation
was paid 400,000 Series B Special Shares. On December 1, 2000, all outstanding Series
B Special Shares  were converted, on a one-for-one basis, into Common Shares of
ENGINEERING.com for no additional consideration.

Amalgamation of First ENGINEERING.com and Patfind

On September 18, 2000, the amalgamation of Patfind and First ENGINEERING.com was
completed.

On October 5, 2000, 133,333 Common Shares were issued upon the exercise of 133,333
stock options for proceeds of $40,000.

On December 1, 2000, the Series A Special Shares and the Series B Special Shares were
automatically converted into Common Shares of ENGINEERING.com.

2001 2000

Outstanding Common Shares # of Shares $ # of Shares $

Beginning of period 17,675,000 11,832,982 666,667 100,000

Pre amalgamation shares issued - - 2,000,000 512,163

Shares issued on amalgamation - - 8,150,000 8

Shares issued on conversion of the

Series A Special Shares and

Series B Special Shares - - 6,725,000 11,180,811

Shares issued (i) 50,000 68,534 - -

Shares issued (ii) 150,000 141,105 - -

Shares issued on acquisitions (Note 12) (iii) 1,400,000 1,022,560 - -

Shares issued (iv) 14,140 13,049 - -

Exercise of options (v) 100,000 30,000 133,333 40,000

End of period 19,389,140 13,108,230 17,675,000 11,832,982
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5. SHARE CAPITAL (Continued)

i ) On March 5,  2001, the Company entered into a Consultant Agreement
with Yol les Group Inc.  (“Yol les”) ,  a related party,  whereby Yol les would
provide certain consult ing services for a total  purchase pr ice of 50,000
Common Shares.  These amounts are included in capital  assets (Note 11) .

ii) On March 23, 2001, the Company entered into a Reseller Agreement with
CADsoft Corporation (“CADsoft”), a related party, whereby the Company
would be an authorized exclusive reseller of certain CADsoft-related
licensed products and services for a total purchase price of 150,000
Common Shares. These amounts are included in intangible assets (Note 11).

ii i ) On March 30, 2001, the Company issued 1,400,000 Common Shares in
connection with its acquisition of IQtraders.com Inc. (Note 12).

iv) On July 12, 2001, the Company issued 14,140 Common Shares to Creative
Engineering in consideration for the acquisition of the rights to the domain
name “ENGINEERING.com” (Note 17).

v) On December 21, 2001, 100,000 Common Shares were issued upon the
exercise of 100,000 Patfind Agent Options for proceeds of $30,000.

Warrants and compensation options

As at December 31, 2001, the Company had the following Common Share purchase
warrants and compensation options issued and outstanding:

Warrants Exercise Number Expiry
Price of Warrants Date

$2.00 500,000 31-Mar-02
$2.00 2,000,000 31-Mar-02
$2.00 3,000,000 31-May-02
$2.00 300,000 31-May-02
$2.00 400,000(vi) 31-Mar-04

(vi) See Note 12

Compensation Options Number of
Exercise Compensation Expiry

Price Options Date
Underwriter compensation options $2.00 600,000 31-May-02
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6. STOCK OPTIONS

A summary of the options outstanding under the Plan as of December 31, 2001 and
2000, and changes during the years ended on those dates, are presented below:

2001 2000

Weighted-Avg. Weighted-Avg.

Options Exercise Price Options Exercise Price

Outstanding, beginning of period 1,494,000 $  1.89 - $      -

Options assumed on Amalgamation

with Patfind - - 133,333 0.30

Granted 559,000 0.80 1,525,000 1.89

Exercised (100,000) 0.30 (133,333) 0.30

Forfeited (44,800) 0.84 (31,000) 2.00

Outstanding, end of period 1,908,200 $  1.67 1,494,000 $ 1.89

Exercisable, end of period 1,401,975 $  1.89 1,314,750 $ 1.87

The following table summarizes stock option information outstanding at December 31, 2001:

Options Outstanding Options Exercisable

Range of Number Weighted Avg. Weighted Number Weighted

Exercise Outstanding Remaining Avg. Exercisable Avg.

Prices at 12/31/01 Contractual Life Exercise Price at 12/31/01 Exercise Price

$0.60 - $1.00 447,500 4.58 yrs $ 0.69 111,875 $ 0.69

$1.00 - $2.00 1,460,700 4.67 yrs 1.98 1,290,100 1.99

$0.60 - $2.00 1,908,200 4.65 yrs $ 1.67 1,401,975 $ 1.89

As at December 31, 2001, under the Plan, the Company may grant options to its employees,

directors and officers to purchase up to 3,500,000 Common Shares. As at December 31, 2001, a

total of 1,908,200 options were outstanding. The total proceeds that would be generated upon

exercise of these options is $3,186,000.

7. INCOME TAXES

The provision for income taxes differs from the amount computed by applying the
statutory income tax rate to the loss before income taxes. The sources and tax
effects of the differences are as follows:
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7. INCOME TAXES (Continued)

2001 2000
$ $

Combined basic Canadian federal and provincial rates 42.1% 44.6%
Basic rate applied to loss before provision for income taxes (690,543) (1,658,467)
Adjustment resulting from:
Share issue costs (120,000) (124,044)
Intangibles - 82,789
Other (15,956) -

(826,499) (1,699,722)
Valuation allowance 861,998 1,699,722

35,499 -

Significant components of the Company’s future income tax assets and liabilities
are as follows:

Future income tax assets
Share issue costs 444,000 496,175
Capital assets 831,000 -
Accounts receivable 80,000 -
Tax loss carry forward 1,345,000 1,658,467

2,700,000 2,154,642
Future income tax liabilities

Intangible assets (616,000) (690,257)
2,084,000 1,464,385

Valuation allowance (2,084,000) (1,464,385)
- -

The Company has tax loss carry forwards, which have not been tax benefited in
these financial statements, which expire as follows:

Expiry Year $
2007 2,267,000
2008 860,000

3,127,000
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8. CONSOLIDATED CASH FLOW

Changes in operating assets and liabilities other than cash:
2001 2000

$ $
Accounts receivable (1,688,987) 334,392
GST receivable 108,767 (121,131)
Prepaid expenses and deposits (377,576) (52,757)
Net related parties 913,019 -
Accounts payable and accrued liabilities 40,944 829,847
Income taxes payable (204,751) (10,352)
Deferred revenue 775,334 55,601

(433,250) 1,035,600

9. SEGMENTED INFORMATION

The Company operates in Canada in two different markets. The parent company,
ENGINEERING.com Incorporated, derives its revenue from listing fees, software and
software support sales, hardware sales and website development related services. The
Brand Factory is engaged primarily in marketing, consulting, production and media
services for traditional and E-commerce related businesses. Results of operations for
these two segments are as follows:

2001

ENGINEERING.com The Brand

Incorporated Factory Total

$ $ $

Revenue 4,773,644 3,427,179 8,200,823

Operating Loss (EBITDA) before: (721,038) (50,625) (771,663)

Depreciation and amortization expense 607,755 48,948 656,703

Interest and foreign exchange (245,020) - (245,020)

362,735 48,948 411,683

Net loss before income taxes 
and goodwill amortization (1,083,773) (99,573) (1,183,346)

Provision for income taxes 35,499 - 35,499

Net loss before goodwill amortization (1,119,272) (99,573) (1,218,845)

Goodwill amortization 385,900 - 385,900

Net Loss (1,505,172) (99,573) (1,604,745)

Total Assets 9,438,875 1,619,359 11,058,234
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9. SEGMENTED INFORMATION (Continued)
2000

ENGINEERING.com The Brand Intersegment
Incorporated Factory Eliminations Total

$ $ $ $
Revenue 10,936 1,052,481 (328,711) 734,706
Operating Loss 

(EBITDA) before: (3,594,565) (127,179) - (3,721,744)
Depreciation and

amortization expense 34,259 38,748 - 73,007
Interest and foreign exchange (238,716) - - (238,716)

(204,457) 38,748 - (165,709)
Net loss before income taxes

and goodwill amortization (3,390,108) (165,927) - (3,556,035)
Provision for income taxes - - - -
Net loss before

goodwill amortization (3,390,108) (165,927) - (3,556,035)
Goodwill amortization 162,500 - - 162,500
Net Loss (3,552,608) (165,927) - (3,718,535)
Total Assets 8,991,202 877,153 - 9,868,355

10. LOSS PER SHARE
Due to the loss incurred in 2001, all potential Common Shares outstanding are considered
anti-dilutive and are excluded from the calculation of diluted loss per share. The basic weighted
average number of shares outstanding for the year ended December 31, 2001 is 18,891,645
(2000 - 14,225,394).

11. RELATED PARTY TRANSACTIONS
During the year, the Company had the following significant related party transactions:

i) The Company sold certain Client Relationship Management software with a value of
approximately $1.4 million to RAND Worldwide in accordance with a reseller agreement.
The Company has included this amount in revenue and realized a 10% margin on this
transaction.

ii) The Company provided certain consulting and website development services to related
parties, primarily RAND Worldwide, and accordingly has recognized revenue of
approximately $575,000.

iii) The terms and conditions of the CADsoft Reseller Agreement indicate that, generally, the
Company is to earn a 20% margin on these sales. Accordingly, in 2001, the Company has
recognized related revenue of approximately $190,000.
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11. RELATED PARTY TRANSACTIONS (Continued)

iv) The Company is a reseller of software, maintenance and training products for RAND

Worldwide and its affiliates. During the year, the Company recognized revenue and cost of

sales of approximately $1.6 million relating to these transactions.

v) The Company has provided certain marketing and design services to other related parties.

Accordingly, the Company has recognized revenue of approximately $368,000.

vi) The Company purchased assets or received services from related parties. These transactions

were included in capital assets and intangible assets and total approximately $825,000.

vii) The Company has a management services agreement (the “Services Agreement”) with

RAND Worldwide. Under the terms of the Services Agreement, RAND Worldwide provides

support and assistance to the Company in connection with the management, administration

and operation of the Company’s business. The Company has agreed to pay RAND

Worldwide a fee for such services, based on time and materials. RAND Worldwide charged

the Company a total of $210,144 (2000 - $775,598) for services delivered during the year

ended December 31, 2001.

12. BUSINESS COMBINATIONS

IQtraders.com Inc.

On March 30, 2001, the Company acquired 100% of the outstanding shares of IQtraders.com

Inc. (“IQT”) from Waterloo Maple Inc. (“WMI”) and executed a Web Reseller Agreement with

WMI. IQT develops software to solve complex mathematical problems. This acquisition has

been accounted for using the purchase method and has been included in these financial

statements from the date of acquisition. Total consideration paid consisted of 1,400,000

Common Shares of ENGINEERING.com and 400,000 warrants with a strike price of $2.00

exercisable at any time up to and including two years plus 15 days from March 30, 2001. These

warrants will be convertible on a one-for-one basis if the market price of the Common Shares

is greater than $10 per Common Share before the date that is the second anniversary of the

closing of the transaction, or on a two-for-one basis if the share price is less than or equal to

$10 per Common Share and certain sales volumes, pursuant to the Web Reseller Agreement,

are achieved. One-half of the Common Shares issued on closing are being held in escrow until

the earlier of (i) the achievement of certain sales volumes pursuant to the Web Reseller

Agreement and (ii) three years from March 30, 2001.
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12. BUSINESS COMBINATIONS (Continued)

$
Net assets acquired:

Capital assets 1,022,560
Consideration:

Common Shares 1,022,560

Patfind Inc.

On September 18, 2000, Patfind and First ENGINEERING.com amalgamated under the

Ontario Business Corporations Act to form ENGINEERING.com Incorporated. Upon the

completion of the amalgamation, the shareholders of First ENGINEERING.com owned

approximately 84% of the combined entity. As the shareholders of First ENGINEERING.com

acquired control of Patfind upon completion of this transaction, the business combination

was accounted for as a reverse takeover under the purchase method with

ENGINEERING.com as the acquirer. Application of reverse takeover accounting results in

consolidated financial statements of the combined entity being issued as the

continuation of the acquiring entity, First ENGINEERING.com, but are considered to be

a continuation of the financial statements of the legal subsidiary, ENGINEERING.com.

The purchase equation is as follows:

$

Net assets acquired:

Cash and short term investments 539,276

Amounts receivable 12,278

Accounts payable and accrued liabilities (18,581)

Consideration: 2,666,667 Common Shares 532,973
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12. BUSINESS COMBINATIONS (Continued)

The Brand Factory Inc. and The eBrand Factory Inc.

In July 2000, the Company acquired all of the outstanding shares of The Brand Factory and

the eBrand Factory. These transactions were accounted for using the purchase method.

The total consideration was $1,808,543 in cash and 250,000 Common Shares. In addition,

the Company incurred approximately $25,000 in costs relating to the acquisition.

The purchase equation is as follows:

$

Net assets acquired:

Net working capital, excluding cash acquired 592,202

Capital assets 116,341

Goodwill 1,625,000

2,333,543

Consideration: 

Cash 1,808,543

Common Shares 500,000

Costs of acquisition 25,000

2,333,543

13. NOTE PAYABLE

In connection with the acquisition of The Brand Factory, at December 31, 2001, the

Company has outstanding amounts payable to former shareholders of the acquired

companies of $31,608 (2000 - $348,012). These notes are non-interest bearing and

are contingent on the collection of accounts receivable assumed on the acquisitions.

NNOTES TO CONSOLIDATED

FINANCIAL STATEMENTS (CONT.)



December 31, 2001 and 2000 

14. CLAIMS AND LITIGATION

The Company is subject to claims and litigation arising in the ordinary course of

business. Management believes that the ultimate resolution of these matters will

not have a material adverse effect on the Company’s financial position.

15. LEASE COMMITMENTS

The Company operates from leased premises and has other obligations under

operating leases requiring annual rental payments as follows:

$ 

2002 62,546

2003 6,711

Thereafter -

69,257

16. PRIOR YEAR FINANCIAL STATEMENTS

The prior year financial statements have been reclassified to conform to the current

year presentation.

17. SUBSEQUENT EVENTS

In 2000, the Company acquired the rights to the domain name ENGINEERING.com.

The terms of sale allowed for the purchase price to be satisfied with the issuance of

Common Shares, contingent on the share price appreciating in value to satisfy the

purchase price. In 2001, the Company issued 14,140 Common Shares as consideration

for the purchase price, however, the share price did not attain the price required to

satisfy the purchase price. Accordingly, on March 6, 2002, the Company paid

US$250,000 as full and final consideration for the domain name in exchange for the

14,140 Common Shares issued in 2001.
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