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Fellow Members:

General Overview

Cool Chips plc has the worldwide license from Borealis
Technical Limited for Cool Chips™ Technology. These
chips are small, lightweight, durable, versatile, silent,
nonpolluting, and can operate without any moving parts.
Cool Chips™ absorb heat to provide cooling, refrigeration,
and climate control. These devices are designed to be more
efficient than any competing technology.

Cool Chips™ should replace virtually every existing
active cooling and thermal management technology. We
are in an intensive build and test phase of this work.

Accompanying this mailing, all members will be
receiving letters confirming their holdings in Cool Chips
plc, and requesting confirmation of information including
addresses for the mailing of certificates. We hope to make
your Company a full United States SEC reporting company
and hopefully get a public market established for the shares
in relatively short order.

There are numerous patents that have issued on the
Cool Chip™ Technology, and Borealis Technical from
whom we have licensed world wide rights to the technology
has many patents pending, representing the extensive
intellectual property that has been developed in recent years
covering this technology. The many issued Cool Chips™
patents are available to be read on, or downloaded from,
our Web site, www.coolchips.com.

The Cool Chip™ Technology work is managed out of
Europe and we are a virtual company based in the European
Union. Your Company is a member of the Borealis Family
of Companies, and is incorporated in Gibraltar. Our
accounting is done in US GAAP (Generally Accepted
Accounting Principles) with reconciliations to Canadian
GAAP. We are working to become fully reporting to the
SEC in the United States.

Virtual Company

Cool Chips plc is a virtual company, and the Internet
plays a dominant role in our day-to-day work. It is the
means by which we manage our business, discuss new
ideas, and promote ourselves to the outside world. Modern
communications technology has allowed us to circumvent
the traditional problems associated with working on 4
continents and 18 time zones. Because of this, we have
access to facilities and personnel about which a company of
our size would normally only dream.

Cool Chips plc has consultants around the world, all of
whom work over e-mail. Management discussions take
place over the Internet, as well as technical discussions.
Cool Chips plc runs a continual Board of Directors meeting

24 X 365. Your Company has intense direct participatory
management, and many consultants to the Company sit in
on the Board meetings and provide input even while they
are not voting members.

Our Web site, www.coolchips.com, makes information
about our technology available, and informs shareholders,
other companies, and the general public about your
Company. The Web site is continually being updated. The
Cool Chips™ Technology is described on the site.
Additionally, our parent company, Borealis Technical sends
out a weekly update (which will cover Cool Chips plc share
prices when available to the public) to shareholders and to
all the major news organizations and other interested
parties, detailing our ongoing work and progress (e-mail
pr@borealis.com if you would like to receive these
updates). Through this wide distribution, we are able to
keep people better informed than through traditional
channels. Your management uses this technology to
attempt to be responsive to shareholder questions and
comments.

The Cool Chips plc Annual Report, including
financials, proxy solicitation, information circular, and the
notice of annual meeting will all be available at
www.coolchips.com by 30 August 2000. Proxies can be
voted by mail or fax in hard copy.

The annual meeting for 2000 will be held physically in
Gibraltar.  Next year, if the new Memorandum of
Association and Articles of Association are passed at this
meeting, the meeting and voting will also occur virtually,
over the Internet.

This virtual company structure is great to work with
and allows us to have many people directly involved in the
decision-making processes for Cool Chips plc. This
approach may not be conventional, but the results to date
have validated the business structure.

Management Discussion of Audited Financial Results
for Fiscal 2000 and for the First Quarter of Fiscal 2001

The expenses involved in maintaining our far-reaching
activities are substantial for a company our size. It is just
great for our shareholders that Borealis Technical Limited
is currently responsible for all our bills, though they are
charging us a management fee. In addition, the capital that
Cool Chips plc has raised, less the management fee, is due
to your Company as an account receivable from Borealis
Technical Limited. This amounted to $1,034,546 at year-
end 31 March 2000, and for the quarter-end 30 June 2000
this amount was $1,062,245. We consider this receivable
very good. Borealis Technical Limited has a portfolio of
shares, including our shares, that are worth at current
private sale prices substantial sums of money. This report
is in US GAAP. We expect our activities to step up. We
have a positive net worth of $1,034,546 as of year-end and
as of the end of the first quarter this figure was $1,062,245.



Obviously we are getting serious support from the members
of the Borealis Family.

Our retained earnings at year-end were a negative
$169,200, while at quarter-end they were a negative
$180,000.

Our operating loss last year was 43,200. Our basic loss
per share was 1 cent. As the first quarter shows with an
operating loss of $10,800 we can reasonably expect a
similar loss for 2001, unless expected licensing and royalty
revenue materializes. Our loss would be very substantial
except for the fact that our parent company at this time is
responsible for our bills.

Our current assets-to-liabilities ratio is extremely high,
with over $1 million in current assets and no current
liabilities. Until we are operating, with royalties and
license revenues, we expect no expenses except the
management fee to our parent company.

Our financial statements possibly do not reflect the
intrinsic value of our Company’s assets, primary of which
is the worldwide license to the Cool Chips™ Technology.
The Borealis Family of Companies has always followed
conservative accounting policies. Our liabilities are fully
reported while most all our assets, except for those we
consider current assets, are generally valued at zero. The
license agreement between Cool Chips plc and Borealis
Technical Limited is carried at no value on our books.

We are very optimistic about the future of Cool Chips
plc and its prospects. We expect the Cool Chips™
Technology to dominate basic thermal management
research worldwide for decades to come. With the
substantive laboratory results we have obtained to date, the
funding and eventual profitability of your Company looks
better all the time.

Projections for Fiscal 2001

Fiscal 2001 should yield improved operating results.
The Cool Chips™ Technology has generated much trade
interest. With working models, which we hope will arrive
soon, it will be a very short step to market. We hope that
Cool Chips plc will have both positive cash flow and
earnings in fiscal 2001. This all depends upon the test
results from our laboratories. Our basic scientific research
in thermal management is of immense significance
throughout the industrial world. We are working to turn the
reality of our superb science into positive cash flow and
earnings. Our main goal now is to develop the Cool
Chips™ Technology into marketable products, where they
can generate revenue, cash flow and earnings. While we
still have not succeeded in our goal of generating revenue,
our scientific advances are so substantive that with working
models we will be very close to making sales of product
and licenses. We feel confident that the Borealis Family
will continue to fund our activities as we transform the
industrial world with the Cool Chips™ Technology, which
is part of the Borealis Industrial Revolution.

Please mail or fax in your proxy.

These are exciting times as your Company changes the
basic thermal management technology that has been one of
the driving forces the industrial world for the past century.
Everyplace you look, it is an inescapable reality that the
world needs the thermal management technology to which
your Company has the exclusive worldwide license.

We want to thank you, the members of Cool Chips plc,
for continuing to fund your Company and the basic
industrial research that is the basis of Cool Chips™
Technology. Your support has been just wonderful. We
hope your financial rewards for this support will be just as
substantial.

With warmest personal regards,

COOL CHIPS plc
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Rodney T. Cox,
CEO/Chairman of the Board

Isaiah W. Cox,
President/Chief Operating Officer

Forward-Looking Statement

The discussion of the Company's business and operations in
this report includes in several instances forward-looking statements,
which are based upon management's good faith assumptions relating to
the financial, market, operating and other relevant environments that will
exist and affect the Company's business and operations in the future. All
technical, scientific, and commercial statements regarding technologies
and their impacts are based on the educated judgment of the Company's
technical and scientific staff. No assurance can be made that the
assumptions upon which management based its forward-looking
statements will prove to be correct, or that the Company's business and
operations will not be affected in any substantial manner by other factors
not currently foreseeable by management or beyond the Company's
control. All forward-looking statements involve risks and uncertainty.
The Company undertakes no obligation to publicly release the result of
any revisions to these forward-looking statements that may be made to
reflect the events or circumstances after the date hereof or to reflect the
occurrence of unanticipated events including those described in this
report, and such statements shall be deemed in the future to be modified
in their entirety by the Company's public pronouncements, including
those contained in all future reports and other documents filed by the
Company with the relevant Securities Commissions.
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Auditors’ Report

To the Shareholders of
Cool Chips Public Limited Company

We have audited the balance sheets of Cool Chips Public Limited Company as at March 31, 2000 and
March 31, 1999 and the statements of changes in shareholders’ equity (deficiency) and operations for the
years then ended. We have also audited the statements of changes in shareholders’ equity (deficiency)
and operations from the period of inception (April 23, 1996) through March 31, 2000. These financial
statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audits.

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

In our opinion, these financial statements referred to above present fairly, in all material respects, the
financial position of the Company as at March 31, 2000 and March 31, 1999 and the results of its
operations for the years then ended and for the period from inception (April 23, 1996) through March 31,
2000, in accordance with generally accepted accounting principles as applied in the United States.

ADo f/),u,u.‘r»'? KPP
Chartered Accountants

Calgary, Alberta
August 9, 2000

Comments by Auditors for US Readers on Canada-US Reporting Differences

In the United States, reporting standards for auditors would require the addition of an explanatory
paragraph following the opinion paragraph when the financial statements are affected by a significant
uncertainty such as referred to in Note 1 regarding the Corporation’s ability to continue as a going
concern. Our report to the shareholders dated August 9, 2000 is expressed in accordance with Canadian
reporting standards which do not permit a reference to such uncertainties in the auditors’ report when the
uncertainties are adequately disclosed in the financial statements.

ADo f/),u,u.‘r»'? KPP
Chartered Accountants

Calgary, Alberta
August 9, 2000



Cool Chips Public Limited Company
Balance Sheets
(in US Dollars)

March 31 2000 1999
Assets
Due from Borealis Technical Limited (Note 3) $ 1,034,546 $ 606,726

Liabilities and Shareholders' Equity (Deficiency)

Deposits on share subscriptions (Note 1) $ - $ 649,526
Share capital (Note 4) 1,203,746 83,200
Deficit (169,200) (126,000)

1,034,546 (42,800)

$ 1,034,546 $ 606,726

Approved on behalf of the Board:
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Rodney T. Cox

Director

Director

Isaiah W. Cox

The accompanying notes are an integral part of these financial statements.
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Cool Chips Public Limited Company
Statements of Changes in Shareholders’ Equity (Deficiency)
(in US Dollars)

Deficit
Accumulated
Share Capital During the Total
From the date of inception Number of Development Shareholders’
(April 23, 1996) through March 31, 2000 Shares Amount Stage Equity
(Deficiency)
Shares issued on inception in exchange for
note from Borealis Technical Limited
(Note1) 5,200,000 $ 83,200 $ - $ 83,200
Net loss for the period - - (82,800) (82,800)
Balance, March 31, 1998 5,200,000 83,200 (82,800) 400
Net loss for the year - - (43,200) (43,200)
Balance, March 31, 1999 5,200,000 83,200 (126,000) (42,800)
Shares to be issued in exchange for
deposits held by Borealis Technical 1,968,209 1,120,546 - 1,120,546
Limited
Net loss for the year - - (43,200) (43,200)
Balance, March 31, 2000 7,168,209 $ 1,203,746 $ (169,200) $ 1,034,546

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

4



Cool Chips Public Limited Company
Statements of Operations
(in US Dollars)

Cumulative

amounts from
date of inception For the For the
(April 23, 1996) year ended year ended
thorough March 31, March 31,
March 31, 2000 2000 1999

Expenses

Administration fees (Note 5) $ 169,200 $ 43,200 $ 43,200
Net loss for the period $ 169,200 $ 43,200 $ 43,200

The accompanying notes are an integral part of these financial statements.
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Cool Chips Public Limited Company
Notes to Financial Statements

March 31, 2000 and 1999

1. Development Stage Operations and Going Concern

The Company was incorporated April 23, 1996 in Gibraltar as Borealis Cool Manufacturing Limited.
The Company changed its name to Cool Chips Limited on June 1, 2000 and further changed its name
as noted upon re-registration in Gibraltar as a public limited company on July 27, 2000.

Upon incorporation on April 23, 1996, the Company issued 5,200,000 shares valued at $83,200 to
Borealis Technical Limited (“Technical”) in exchange for a promissory note. Technical, the parent
company, has conducted basic industrial research on its “Cool Chips” technology since 1996 for which
it has patents issued or pending. All of the research expenditures to date have been undertaken by
Technical and funded by Borealis Exploration Limited, the ultimate parent of the Company, and the
Company. Technical had received deposits in the current and prior years on behalf of the Company
towards the issue of shares in the Company, but these additional shares were not issued effectively
until March 31, 2000 (Note 4).

An Intellectual Property Agreement was signed effective January 1, 1999, whereby Technical has
granted the Company the exclusive worldwide rights for sublicensing the “Cool Chips” technology. In
consideration for the rights granted to the Company, the Company shall pay Technical a 8% royalty
based on net sales of licensed products and services sold by the Company and 50% of all sublicense
income. To date the “Cool Chips” technology is still under development such that the Company has
not made any related sublicense sales.

The Company has been in the development stage since its inception. The Company intends to retain
its sublicense rights granted by Technical. These financial statements have been prepared in
accordance with generally accepted accounting principles with the assumption that the Company will
be able to realize its assets and discharge its liabilities in the normal course of business rather than
through a process of forced liquidation. From inception to March 31, 2000, the Company has lent
money raised on its behalf to Technical and Borealis Exploration Limited, who are also in a
development stage and have conditions subject to raising substantial doubt about their ability to
continue as a going concern. These conditions also raise substantial doubt about the ability of the
Company to continue as a going concern. Management of the Company has indicated they have no
intention to demand repayment of the amounts owing from Technical until the “Cool Chips” technology
is being sold in the marketplace. The Company and Technical are actively working together to
negotiate sales or further sublicensing of its technology to various parties, which is expected to
generate profitable operations in the future. To the extent additional funds are required, the Company
will attempt to raise these funds through future sales of its own shares. However, there can be no
assurance that the Company will be successful in its actions. The financial statements do not contain
any adjustments which might be necessary if the Company is unable to continue as a going concern.

2. Significant Accounting Policies

The preparation of financial statements in conformity with generally accepted accounting principles in
the United States 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. The financial statements have, in management’s opinion, been properly prepared using
careful judgement, with reasonable limits of materially and within the framework of the significant
accounting policies summarized below.




Cool Chips Public Limited Company
Notes to Financial Statements

March 31, 2000 and 1999

2. Significant Accounting Policies - continued

(a)

(b)

(c)

(e)

Reporting currency

The Company's financial statements are presented in US dollars, which is the functional currency
for operations. Any amounts designated in Canadian dollars have been clearly identified as such
(CDN$).

Foreign currency translation

At the transaction date, each asset, liability, revenue or expense is translated into US dollars by
using the then prevailing exchange rate. At the end of the period, all assets and liabilities are
translated into US dollars by using the exchange rate in effect at the date. Adjustments resulting
from the translation of financial statements into US dollars are included in the cumulative
translation adjustment component of shareholders equity.

Financial instruments

The Company carries various financial instruments. It is management's opinion that the Company
is not exposed to significant interest, currency or credit risks arising from these financial
instruments. The fair values of these financial instruments approximate their carrying values,
unless otherwise noted.

Stock based compensation

The Company accounts for its stock based compensation plans for employees using the intrinsic
value method as described in Accounting Principles Board Opinion (“APB”) No. 25 “Stock Based
Compensation” as permitted by SFAS No. 123 “Accounting for Stock-Based Compensation.” As
such, compensation expense is recorded, if on the measurement date, which is generally the date
of grant, the current fair value of the underlying security exceeds the exercise price.

The equity instruments issued to non-employees are accounted for at fair value. The fair value of
the equity instrument is determined using either the fair value of the underlying stock or the Black-
Scholes option pricing model. In the prior years, the Company had granted stock options to
certain non-employees of the Company, however, no compensation expense has been recorded
since there has been no trading market for these shares.

Recently issued accounting standards

In June 1998, the Financial Accounting Standards Board issued SFAS No. 133, Accounting for
Derivative Instruments and Hedging Activities. SFAS No. 133 requires companies to recognize all
derivative contracts as either assets or liabilities in the balance sheet and to measure them at fair
value. If certain conditions are met, a derivative may be specifically designated as a hedge, the
objective of which is to match the timing of gain or loss recognition on the hedging derivative with
the recognition of (i) the changes in the fair value of the hedged asset or liability that are
attributable to the hedge risk or (ii) the earnings effect of the hedged forecasted transaction. For a
derivative not designated as a hedging instrument, the gain or loss is recognized as income in the
period of change. SFAS No. 133 as amended by SFAS No. 137 and 138 is effective for all fiscal
quarters of fiscal years beginning after June 15, 2000. Based on its current and planned future
activities relative to derivative instruments, the Company believes that the adoption of SFAS No.
133 will not have a significant effect on its consolidated financial statements.

In October 1998 FASB issued SFAS No. 134 and subsequently issued SFAS No. 135 in February
1999, and SFAS No. 136 in June 1999. These are statements issued for enterprises in industries
other than those applicable to the industries in which the Company operates in.




Cool Chips Public Limited Company
Notes to Financial Statements

March 31, 2000 and 1999

3. Due from Borealis Technical Limited

Amounts due from the Company’s parent company are non-interest bearing, unsecured, and with no
fixed terms of repayment.

Share Capital

(a) Authorized

(b)

(c)

10,000,000 common shares with a par value of £0.01 per share

Issued
Number of Shares Amount

Shares issued on inception in exchange
for

note from Borealis Technical Limited

(Note 1) 5,200,000 $ 83,200
Balance, March 31, 1999 and 2000 5,200,000 83,200
Shares to be issued in exchange for

privately raised funds held on deposit

by Borealis Technical Limited Note 1,968,209 1,120,546

4(c)

7,168,209 $ 1,203,746

The company issued 875,000 options on March 3, 1998. The exercise price of those options is US
$ 5.238 per share. The options are for a five year term, and are subject to terms and conditions on
the part of the option holder. Effective March 31, 2000, 50,041 options were exercised leaving
824,959 options outstanding at that date.

Shares issued subsequent to year-end

Subsequent to year-end, the above noted 1,968,209 shares of the Company were issued for cash
previously received by Technical of $342,839, in settlement of accounts payable of $594,607 of
Technical to date, in exchange for services provided to Technical to date of $135,100, and in
consideration for $48,000 of bonuses granted by Technical (Note 4(d). In addition a further 3,812
shares of the Company, net of share repurchases, were issued for net proceeds of $58,148
received by Technical in cash, in settlement of accounts payable, and in exchange for services.
Technical is indebted to the Company for the share consideration amounts received on behalf of
the Company.

Stock compensation on behalf of Technical

During the year ended March 31, 2000, Technical issued bonuses for services to certain officers,
employees, and consultants of Technical whereby the Company effectively issued 24,000 shares
for $48,000, on behalf of Technical. The Company has measured this stock compensation paid on
behalf of Technical based on an estimate of fair value determined by using the most recent share
prices being sold privately for cash by the Company as of the date of the bonus being declared.




Cool Chips Public Limited Company
Notes to Financial Statements

March 31, 2000 and 1999

5. Related Party Transactions

In addition to related party transactions disclosed elsewhere in these financial statements, during the
year ended March 31, 2000, the Company was charged $43,200 (1999 - $43,200) in fees for
administrative services provided by Technical.

6. Canadian GAAP Reconciliation

The financial statements of the Company have been prepared in accordance with United States
generally accepted accounting principles (“‘US GAAP”). The financial statements confirm in all material
respects with generally accepted accounting principles in Canada (“Canadian GAAP”) except for the
following:

Uncertainty Due to Year 2000 Issue
Under US GAAP, there is no further disclosure of this issue after 1999, however Canadian GAAP
still requires the following disclosure:

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

7. Cash Flow Statements

No cash flow statements have been presented as the Company does not maintain a bank account.
All operating, investing, and financing activities undertaken since inception of the Company have
transactions with or on behalf of the Company by Technical and its related companies.
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