SolarAttic

30,000 To 960,000 Shares
Common Stock

No Par Value

SolarAttic, Inc. (the “Company” or “SolarAttic”) hereby offers up to 960,000 shares of the Comgamginon
Stock (the“Shares”) at an offering price &5.00 per Share (théOffering”). The minimum subscription is 100
shares and the maximum subscription is the shares remaining to be sold at anyngiveRrior to thisoffering,
therehas been npublic market for the Company@ommon Stock. Th®ffering will begin on thedate ofthis
Prospectus (the “Prospectusiidd continue for up to twelvenonths or until the Company haseld all theShares
offered hereby, whichever is less, or such earlier date as the Company may close or terminate the Tfifenenis.
a Minimum Offering of 30,000 Shares. All proceeds will be escrowed until the Minimum Offering is reached.

In connection withthis Offering, no person has beeuthorized togive any information or to make any
representations other than thosentained inthis Prospectusnd, if given or made,such other information or
representations shouftbt berelied upon as havindpeen authorized bthe Company. This Prospectdses not
constitute aroffer to sell, or a solicitation of awoffer to buy, Shares in any stateherethe offer andsale of the
Shares is not lawful. Thdelivery of this Prospectus at any tin@oesnot imply that the informatiorherein
contained is correct as of any time subsequent to the date hereof.

THE SECURITIES OFFERED HEREBY ARE HIGHLY SPECULATIVE, INVOLVE A HIGH DEGREE OF
RISK AND IMMEDIATE SUBSTANTIAL DILUTION, AND SHOULD BE PURCHASED ONLY BY
PERSONS WHO CAN AFFORD TO LOSE THEIR ENTIRE INVESTMENT. SEE “RISK FACTORS.”

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN EXAMINATION
OF THE ISSUER AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS
INVOLVED. THESE SECURITIES HAVE NOT BEEN RECOMMENDED OR APPROVED BY ANY
FEDERAL OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE,
THESE AUTHORITIES HAVE NOT PASSED UPON THE ACCURACY OR ADEQUACY OF THIS
DOCUMENT. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

Priceto Public

SalesCommissions(1l)

Proceedsto Company (2)

PerShare $5.00 $.50 $4.50
Total Min $150,000 $11,000 $123,000
Total Max $4,800,000 $480,000 $4,080,000

(1) The Company plans toffer andsell the Sharedirectly to investorsand has notretainedany underwriters,

brokers or placement agents in connection with the Offering. The Company may pay up to a 10% commission to a
licensed broker. Management will not receive compensation for sales of securities offered heretpceésfter
deduction of offering expenses estimated at $16,000 for the minimum or $240,000 if the maximum offering is sold.

SolarAttic, Inc.

15548 9% Circle NE
Elk River MN 55330
(612)441-3440

The date of this Prospectus is August 16, 1999

“Own A Piece of the Global Warming Solution!”



CrossReferenceTableto Form 1A Questions(Model A)

# |Descriptionof Question Page # |Descriptionof Question Page

1 |The Company 4 20 |Dividend Coverage NA

2 |Risk Factors 7-11 21 |Plan of Distribution 12

3 A |Description of the Business 4, 16-56 21 |Identity Of Selling Agent NA
3B |Stage of Product Development 25-41] 22 |Compensation For Securities Sales NA
3 C |Description of Industry/Competition 42-53 | 23 |Material Relationsifs With Conpary NA
3D |Marketing Strategy/Major Customers 46-52| 24 |Offers By Company Personnel 4,12
3E |Impact Of Backlog NA 25 | Offering Limitation/Resale Restriction NA

3 F |Number and Type of Employees 55 | 26 A | Terms Of Escrow 112, X-1
3G |Properties Owned/To be Acquired 20, 56 26B | Return Of Escrow Funds 11
3H |Dependence On Intellectual Property 28, 55 | 27 |Resale Restrictions On Current Stock 9-10, 63
31 |Governmental Regulation Impact NA 28 |Dividends, Distributions,Redeptions NA

3J |Description of Subsidiaries NA 29 | Chief Executive Officer 57
3K |Corporate History 17-20 30 |Chief Operating Officer 57

4 A |Milestones: Strategy To Profitability 22-24 31 |Chief Financial Officer 57
4B |Impact-Delayed/Failed Milestones 53, 22-24 32 |Other Key Personnel 57-58

5 |Earnings Per Share 6 33 |Number Of Directors 58

6 |Price/Earnings Multiple NA 34 |Outside Or Other Directors 58
7 A |Net Tangible Book Value 15 35A | Prior Mgmt Of Conpetitive Business NO
7B |Securities Sold in Last 12 Months 60 | 35B |Precautions Used Resulgifrom 35A NA

8 A |Investor % Ownership 15 35C | Develpment Stge Mgmt Experience 57-58
8B |Post Offering Market Value 14 35D | Key Personnel Not Employees NA
9 A |Use Of Proceeds Table 13 | 35E |Key Man Life Insurance Policies NA
9B |Allocations Prioritized 13, 22-24( 36 |Bankruptcy Petitions NA
10A|Other Sources Of Funds NA 37 |Principal Stockholders 61
10B|Repayment Of Debt 6.3, F10| 38 |Directors & Officer Ownership 61
10C|Acquisition Of Assets NA 39A | Relationships 56
10D |Reimbursement Of Insiders NA | 39B | Terms of Business with Officers etc. 55, 59-p1
11 |Cash Flow Requirements 5, F1-17 39 C | Officer Guarantees, etc. 60, F1-17
12 |Sufficiency Of Offering Proceeds 5 40A | Compensation 59
13 |Capitalization 14, 62-63| 40B |Changes In Compensation/Or Unpaid 59
14 |Type Of Securities 1,5, 62| 40C | Employment Contracts NA
15 |Special Rights 62 41A | Options 62
16 |Convertible Securities NO 41B | Other Options/Stock Option Plans 10, 60,(62
17A|(1) Interest Rates NA 41C | Stock Option Approvals 62
17 A|(2) Special Maturity Rates NA 42 | Dependence on Key Personnel 11, 63
17A|(3) Sinking Fund NO 43 |Litigation 55
17A|(4) Trust Indentures NO 44 | S-Corporation Federal Tax Aspects NA
17A|(5) Terms of Call or Redeption Rights NO 45 | Miscellaneous Factors NA
17 A|(6) Collateralized Securities NA 46 |Financial Statements F1-17
17 A|(7) Subordinated Securities NA 47 |Management Discussion Of Losses 16-56
17B|Debt Service Coverage:Earnings Fixed NA | 48 |Management Discussion Of Trends NA
18 |Description Of Preferred Stock NA 49 |Gross Margins 49
19 |Restrictions On Banent Of Dividends NA 50 |Foreign Sales NA

If the question (#) isot applicable to th&Company, this idndicated by “NA”andnothing further is contained irthis
Prospectus. If thanswer is “NO”,this is the Company’sesponse to a yes/no question tdat not pertain to the
Company. The Company has chosen to use a standard narrative disclosure. This table is for cross-reference purposes.
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THESE SECURITIES ARE OFFERED PURSUANT TO AN EXEMPTION FROM
REGISTRATION WITH THE SECURITIES AND EXCHANGE COMMISSION (THE
“COMMISSION”). HOWEVER, THE COMMISSION HAS NOT MADE AN INDEPENDENT
DETERMINATION THAT THE SECURITIES OFFERED HEREBY ARE EXEMPT FROM
REGISTRATION.

THIS OFFERING HAS BEEN REGISTERED UNDER THE SECURITIES LAWS OF
MINNESOTA AND NEW YORK ONLY. THE SHARES OFFERED HEREBY MAY BE SOLD
TO THE GENERAL PUBLIC ONLY IN THOSE TWO STATES (SEE “LIMITED STATE
REGISTRATIONS”). SUCH REGISTRATIONS, HOWEVER, DO NOT CONSTITUTE AN
ENDORSEMENT OR APPROVAL BY THESE TWO OR ANY OTHER STATE SECURITIES
COMMISSION OF ANY SECURITIES OFFERED OR THE TERMS OF THIS OFFERING.
NO STATE SECURITIES COMMISSION HAS PASSED UPON THE ACCURACY OR
COMPLETENESS OF THIS PROSPECTUS OR ANY OTHER SELLING LITERATURE.

CERTAIN OTHER STATES PROVIDE AN EXEMPTION FROM REGISTRATION FOR
ACCREDITED INVESTORS. IN THOSE STATES, ACCREDITED INVESTORS MAY ALSO
INVEST IN THIS OFFERING. IT SHOULD BE NOTED, HOWEVER, THAT NOT ALL
STATES PROVIDE AN EXEMPTION FOR ACCREDITED INVESTOR PURCHASES.

THIS OFFERING INVOLVES SUBSTANTIAL RISKS (SEE “RISK FACTORS”) AND
SHOULD BE CONSIDERED ONLY BY PERSONS ABLE TO BEAR THE ECONOMIC RISK
OF THE INVESTMENT FOR AN INDEFINITE PERIOD OF TIME.

AN ESCROW ACCOUNT HAS BEEN ESTABLISHED TO ESCROW THE PROCEEDS
FOR THE MINIMUM OFFERING AMOUNT. THEREFORE, ALL PROCEEDS FROM THE
FIRST 30,000 SHARES SOLD WILL BE PLACE INTO THIS ESCROW ACCOUNT. AT
THE TIME THE MINIMUM ESCROW IS REACHED, THE FUNDS WILL BE RELEASED
AND THE STOCK CERTIFICATES WILL BE ISSUED TO THE SUBSCRIBERS. AT THE
TIME OF SUBSCRIPTION, AN INVESTOR WILL NOT BE ABLE TO ASCERTAIN HOW
MANY SHARES WILL BE PURCHASED BY OTHER INVESTORS.

ANY PERSON WHO PURCHASES THE SECURITIES OFFERED HEREBY SHALL
HAVE THE UNQUALIFIED AND UNWAIVABLE RIGHT TO RESCIND SUCH PURCHASE
WITHIN 72 HOURS OF THE EXECUTION OF A WRITTEN AGREEMENT TO PURCHASE
ANY SECURITIES OFFERED HEREBY, THE DELIVERY OF A CONFIRMATION OF
SALE, OR THE PAYMENT FOR ANY SECURITIES OFFERED HEREBY, WHICHEVER
SHALL OCCUR FIRST. RESCISSION MAY BE ACCOMPLISHED BY COMPLETING AND
MAILING THE FORM PROVIDED ON PAGE X-3 OF THIS PROSPECTUS.

ADDITIONAL INFORMATION

The Companyhasfiled with the above individual states an Offering Registratgtiatement
with respect to the securities offerledreby. This Prospectasnits certain information contained
in the Registration Statement and reference is herelge to the Offering Registration Statement
and exhibits attached theretar furtherinformation with respect tthe Company and th&hares.
All exhibits filed in connection with the Registration Statement have been posted on the Company’s
Internet site for ease of inspection by investors. These eximditsle theCompany’sAtrticles of
Incorporation, By-Laws andertain othedocuments. The Company’sinternet Webaddress is
http://www.solarattic.com. The Company’s Email address forelectronic communications is
ceo@solarattic.com. The Company will, upon written or arqlest, provide, at no costdach
person, who haeeceived a@Prospectus, aopy of any informatiorthat is incorporated herein by
reference. To request such informatioal] or write Edward G.Palmer, CEO, SolarAttic, Inc at
15548 95thCircle NE, Elk River, Minnesota55330-7228 (612) 441-3440 or simply fax your
request to (612) 441-7174.



PROSPECTUS SUMMARY

THE FOLLOWING SUMMARY IS QUALIFIED IN ITS ENTIRETY BY THE MORE
DETAILED INFORMATION, FINANCIAL STATEMENTS & NOTES THERETO APPEARING
ELSEWHERE IN THIS PROSPECTUS. SEE “RISK FACTORS” FOR A DISCUSSION OF
CERTAIN FACTORS THAT SHOULD BE CONSIDERED IN CONNECTION WITH AN
INVESTMENT IN THE COMMON STOCK OFFERED HEREBY.

The Company

SolarAttic, Inc. (the Company), a Minnesota corporation, was formed on ALlgu$986 and
was in the development stage through Decembet@6. The yearl997 isthefirst year during
which it was considered apperatingcompany. Saleare currentlythroughoutthe continental
United States. However, markets for the Company’s technology and pradeiagernational in
nature. SolarAttic manufacturesolar-powered water heating, solar-powered speeging and
attic ventilation systems. Thelar-powerecheatingsystems uséhe heat that collects in tladtic
space as a result of solar radiationtio@roof. The attic ventilatiorsystems uséhe Company’s
new duct technology that collects alistributesair evenly along itdength, which is useful in
collecting attic airfor heattransfer,attic ventilation orotherpurposes. The Company believes its
strengthsare its technology patents and experience in develogpistemsthat harnessthe heat
energy contained in heatttic air. The Company believebatits proprietary heatingystems can
replace or augment heatisgstemshatuse fossil fuels oconventional solapaneltechnology.
The Company believabatits newduct technology can replace or augment devices thatsaick
for ventilation, air collection or air distribution in attics and other building structures.

SolarAttic currently markets a swimming pool heatsygtem, aspace heatingsystem, a
combination space heating ventilation system amdndilationsystem. All products usdhe solar
thermal energy contained in hot attic air. A domestic hot water hesytstgm, based dihe same
principle of transferringattic heatenergy into watehasbeen developed and patented but is not
currently being marketed. (S&RESEARCH AND DEVELOPMENT).

All of the Company’s currensystemscontain the feature of capturing ansing solarenergy
without theuse of roof-mounted or yard-mounted satatlection panels. SolarAttic’s hidden-
inside-the-attic heat exchange systems offer an alternative to traditional solar techiddegy.do
not have to install on their property solar thermal heat collection panels for heating shaoe®r
which are considered byome to be visually objectionable. Based upgbe Company’s
engineering studies and customer testimonials, the Company believes its technologyutdityices
costs in swimming pool heating, space heating and ventilation applications.

The Company’bjective is to continue toesearch,develop and manufacture equipment,
which captures and transfdise thermaknergy contained in solar-generated, &itit air. The
Company’s strategy is to continue to develop methods and products to enhance and ctetriol the
generating capacity of attic spaces while developing systems and equipment to dttn$feat to
purposefulapplicationssuch aswater heating and spateating. Atthe sametime, SolarAttic
intends to develop distribution chann@és the systems anequipment itdesigns andlevelops.
The Company’s current main goal is to expand marketing, sales and manufacturing operations.

The exact corporate name is “SolarAtli;.” The Companywvasincorporated in the State of
Minnesota on Augusfil, 1986 as MNCorporate Charter NumbesH-1049. Its principal
executive offices are located at 1682ighway 10, Suite 130, Elk River, Minnesota55330. The
Company currently manufactures in Sult¢0 atthe sameaddress. The Company’s mailing
address is 15548 95thircle NE, Elk River, Minnesota55330. ltstelephone number i€512)
441-3440. ltsfax number is (612) 441-7174 amoail address is ceo@solarattic.com. The
Company maintains a Web site fatp://www.solarattic.com. The Company’sfiscal year is
January 1 through December 31. The person to contact with respect to this offering or to purchase
the securities described herein is Edward G. Palmer, the Company’s president & CEO.
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The Offering

Common Stock Offered 30,000 To 960,000 shares

Offering Price $5.00 per share

Common Stock Outstanding 9,985,947 shares (a)

Outstanding After Minimum 10,015,947 shares (b)

Outstanding After Maximum 10,945,947 shares (c)

Dividend Policy The Company does not anticipate paying dividends

on its capital stock in the foreseeable future.

Use of Proceeds The net proceeds to the Company from the sale of
the Shares, after deduction of offering expenses (d)
estimated at 15%, will be:

$4,080,000 if 100% of the Shares are sold,

$2,040,000 if 50% of the Shares are sold,

$1,020,000 if 25% of the Shares are sold,

$123,000 if the Minimum Shares are sold.
Notwithstanding the exact amount of net proceeds
available, the Company expects to use substantially
all of such proceeds for marketing, sales, R&D,
inventory, and for other working capital purposes.
The minimum number of shares is 30,000. Proceeds
will be escrowed by the Company until this minimum
has been reached. All subscription funds will be paid
paid directly to the Company. (e)

(a) Shares outstanding as of June 30, 1999.

(b) Assumes Minimum Shares are sold. Excludes shares of Common Stock subject to exercise
of options outstanding or the Company's incentive stock option plan for employees.

(c) Assumes Maximum Shares are sold. Excludes shares of Common Stock subject to exercise
of options outstanding or the Company's incentive stock option plan for employees.

(d) Offering expenses reflect the cost of printing, distribution, postage, advertising, employees,
professional fees, etc. (See "Use of Proceeds").

(e) All checks will be made payable directly to the Company for escrow or stock issuance.

The Company believes that the proceeds from its Minimum Offering are not
necessary for its short-term survival (over next 12-months). Because oflimited
overhead, existing sales agreements and sales strategies, survival over thieort-
term period is already provided for along with a slow level of expansiorcapacity.
This Offering is made to obtain additional expansion capital and the necessary
resources to accelerate the Company’s growth.



Summary Financial Information

Statements of Operations Data:

Six Month Periods Ending June 30,

1998 1999
Net sales $53,491 $107,450
Gross profit 23,946 59,742
Operating expenses 105,217 118,332
Operating (loss) (81,271) (58,590)
Net (loss) (89,113) (67,809)
Net (loss) per share (.01) (.01)
Common shares outstanding (a) 9,400,671 9,983,449

(a) Weighted average common stock that was outstanding during each period.

Balance Sheet Data:

June 30, 1999 As Adjusted (b)

Cash & Cash Equivalents $10,408 $3,984,633
Working Capital 15,360 3,989,585
Total Assets 254,344 4,334,344
Long-Term debt, less current portion 105,775 0

Total Stockholder's Equity 38,469 4,118,469

(b) As adjusted reflects the June 30, 1999 data adjusted to give effect to the sale of all of the
Shares offered hereby and the payment of the offering expenses estimated at $720,000 and long
term debt at $105,775. There can be no assurance that all the shares offered hereby will be sold.




LIMITED STATE REGISTRATIONS

Only residents of those states in which the SHaaes been qualifietbr sale undeapplicable
securities or Blue-Sky laws may purchase Shares in this OffeBagh potentiainvestor will be
required to execute subscription agreement, which among other things reqtleegotential
investor to certify his or her state of residence.

RISK FACTORS

THE SHARES OFFERED HEREBY ARE SPECULATIVE AND INVOLVE A HIGH
DEGREE OF RISK. POTENTIAL INVESTORS SHOULD CAREFULLY CONSIDER THE
POSSIBILITY THAT THEIR ENTIRE INVESTMENT IN THESE SHARES MAY BE LOST
AND SHOULD CONSIDER, BEFORE PURCHASING SHARES OFFERED HEREBY AND IN
ADDITION TO THE OTHER INFORMATION IN THIS PROSPECTUS, THE FOLLOWING
RISK FACTORS.

Limited Operating History; Losses

The Company wasicorporated on Augusil, 1986and the Companitas incurredosses in
each of its historical years. As of June 30, 1999, the Company has accumeatébsdestotaling
$809,808. There can be no assurance that the Company will operate profitably in the future.

Minimum Offering Amount and Escrow; Irrevocability of Subscriptions

There is aMinimum Offering of 30,000 Shares, whichust be sold in this Offering. An
escrowaccounthasbeen established arall proceeds from subscription fundgll be escrowed
until the Minimum Offeringhasbeensold. There can be nassurancehat the minimumshares
offered would actually beold. All Subscriptionsare irrevocable after 7Bours. See"PLAN OF
DISTRIBUTION" & "SUBSCRIPTION AGREEMENT

Arbitrary Determination of Purchase Price

The offering price ofhe shares habeen arbitrarily determined by the Company dods not
bear any relationship to book value, assets, earnings, or any other accepted criterion of value. The
offering priceshould not be regarded asiadication of any future market price of the securities
offered hereby.Each prospectivenvestor shouldnake an independent evaluation of thieness
of such price. Se®ILUTION" and "CERTAIN TRANSACTIONS."

Dilution

This offering involvesmmediatesubstantial dilution of the net tangibl®ok value of the
Common Stock offered hereby fraime offering price of$5.00 pershare. SucHdilution in net
tangible book value will be $4.63 per share if all the Shares oféeessbld. This is a dilution of
92.5 percent in net tangible book value. $#eUTION."

Y2K Issue
The Company hasompleted its Y2Kassessment and is unaware of any signifigaetnal

issues that could cause operational problems. Howevegllikempanies, angeneraldownturn
in overall economic conditions could be expected to affect the Company and impact its operations.



New Technology Uncertainties; Market Acceptance Uncertain

The products and technology being developed by the Company and which the Company intends
to market are not established in the margkice and may not beaccepted byconsumers.
SolarAttic has limited product exposure in f@ol, space heating and ventilation marketsd, as
a result, the Company has otlitpited experiencevith its products. Some sola&angineering and
ventilation professionalsare unsure regardinghe use andapplication of theCompany’s new
technology. Some solgranel professionals disagree witthe Company on the efficacy and
application of the Company’s technology. Some pool professionals are skeptical atefiitabg
and application of the Company’s technology in the area of heating swimming poolsmaAitket
skepticism about new productsgeneral can creatgnificant obstaclefor the Company. As a
result of these new technology and market factors, no asswamdee made about the efficacy of
the Company’s technology, marketplace acceptance and whether or Ganpany’s technology
will be successful in making the Company profitable and viable.

Intellectual Property

Certain information and knowledge developed SuplarAttic andused inthe design and
manufacture of itproductsare regarded as proprietary by fiempany. SolarAttic relies on a
combination of trade secret and othetellectual property law including holding patents and
evaluating the benefits of obtainingatents. Such protection, howevenay not preclude
competitors from developing products similar to the Company’s products. In adthigdaws of
certainforeign countries may not protect t@mpany’sintellectual property rights tahe same
extent, as do the laws of the United States.

Existing Company patengseonly U.S. Patents and the Compahgs onlyrecently filed for
patent protection outside of the United Stafies its new duct technology). Although the
Company continues to evaluate and implement protecte@suresthere can be nassurancéhat
these efforts will be successful or that third parties will not aggetkectualproperty infringement
claims against the Company. No swt&ims or litigation related to arguchmatter are currently
pending against SolarAtticHowever,there can be nassurancehatany suchclaim will not be
initiated, that the Companyould prevail in anysuchlitigation seeking damages or an injunction
against the sale of thEompany’s products, othat SolarAtticwould be able to obtain any
necessary licenses on reasonable terms or at all. See “BUSINESS—Proprietary Rights.”

No Underwriter Involved; “Best Efforts” Offering

The Company is selling its stodkectly to thepublic. There are naunderwriters or broker-
dealers involved. There can be no assurance that the Company will be successful in selling any or
all of its own stock to the public.

llliquidity; Lack of Public Market; Non-Registration in Certain Jurisdictions

The Shares purchasedte Offering will be freely tradablenderthe Federal securitidaws.
However, the Shares have been registered in oligitad number of states and may not smd
or otherwise transferred to persons vareresidents of any state wwhich the Shareshave not
been registeredinlessthey aresubsequently registered tinere exists an exemption from the
applicable state’s registration requirements with respect to such sale or transfer.

Prior tothe Offering, although a substantial number of shareshefCompany’s Common
Stock are freely tradable under federal securitiess, therehasbeen no public trading market for
the CommorStock. Followingthe Offering, the Companyplans tofacilitate thetrading of its
Common Stock througthe use of someype of World Wide Web bulletiloard based trading
mechanism. At a minimum, this would allow persons interested in purchasing or sedmeg of
Common Stock taneetprospective tradingartners. Trading in this type of informaimarket
should not be considered by investors as a reliable avenue for liquidity of their investment.
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The Company’s long-term plan for providing liquidity to its shareholders is to develgplia
marketfor its Common Stock bgoliciting securitiesbrokers tobecome market makers of the
shares. However, to date the Company hasaolatited anysuchsecuritiesbrokers nor does the
Company have any immediate plans to do so. There can be no assurance that the Company will be
successful in soliciting a market maker if it attempts to do so.

Followingthe Offering, the Company will still be considered a “non-reportingSuer whose
securities are not listed or subject to regulatimerthe Securities Exchangict of 1934 (the
“1934 Act”). The vast majority of all broker-dealers generally do not engage in the sale or trading
of securities of a “non-reportingssuer. Furthefimitations upon the development of a trading
market are likely by virtue of regulationsmder Rule 15c2-11 dhe 1934 Act which requirethat
before broker-dealers camake a market in th€ompany’s securities anthereafter as they
continue making the market the Companmust provide these broker-dealers with current
information about th&€Company. The Company presentlgasformulated no specific plans to
distribute current information to broker-dealers and probably will only do so if there appears
otherwise to be adequate interest in making a market in the Company’s securities. Furthermore, in
view of the absence of an underwriter, the relatively small size of the Offering and the nature of the
Company as a “non-reporting” issuéitere is virtually no likelihood that a regular trading market
will develop in the near term, if at all, trat if developed it will besustained. The Sharesmight
not be able to be resold at the offering price or any qihee. Accordingly, annvestment in the
Company’s Common Stock should be considered highly illiquid.

No Dividends in Foreseeable Future

The Company hasever paid dividends andoes notanticipate paying dividends in the
foreseeable future. See “Dividend Policy.”

Penny Stock Regulation

The Commission recently adopted rulest regulatdoroker-dealer practices in connection with
transactions in “penngtocks.” Penny stockgenerally are equity securiti@gth a price ofless
than $5.00 (other than securities registered on certain national securities exchanges or quoted on
the NASDAQ system, providedhat current priceand volume information with respect to
transactions in suckecurities is provided bthe exchange osystem). The penny stock rules
require a broker-dealer, prior to a transaction in a penny stock not otherwise exempt fnalesthe
to deliver a standardizedisk disclosuredocument prepared by tHéommissionthat provides
information about penny stocks and the nature and level of risks in the penny stock market.

The broker-dealemust also providehe customemith bid and offer quotations fahe penny

stock, the compensation of the broker-dealer angdigsperson ithe transaction, and monthly
account statements showing the market value of pachy stock held ithe customer’s account.

In addition, the penny stock rules require that prior to a transaction in a penny stock not otherwise
exempt from such rules the broker-dealer must make a special written deterntivatibepenny

stock is a suitable investment for the purchaser and receive the purchaser’s written agreement to the
transaction. These disclosure requirememay have the effect of reducing tlevel of trading

activity in thesecondarymarketfor a stockthat becomes subject to thenny stock rules. If the
Company’s Common Stock becomes subjed¢hépenny stock rules, investors this Offering

may find it more difficult to sell their shares. In such event, any broker-deatedesires teell

the Company’s Common Stock will have to do so in compliance with the penny stock rules.

Shares Eligible For Future Sale & Rule 144
Of the 9,985,947 shares of Common Stock currently outstanding (as of June 30a1889),
3,505 sharewere offered and sold lhe Company in private transactionsrelianceupon an

exemption from registration undehe SecuritiesAct. Accordingly, all of such shares are
“restricted securities” as defined by Securities and Exchange Commission Rule 144 (“Rule 144”).
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Underthe SecuritiesAct, Rule 144 sharescannot be resold without registrati@xcept in
reliance on Rule 144 or another applicable exemption from registration.

In general, under Rule 144, a person (or persons whose atareguired to baggregated),
including any affiliate of th&Company, whdeneficiallyowns restrictedshares for a period of at
least ONEYEAR (reduced recently fronwo years) isentitled to sellwithin any three month
period shares equal in numberthe greater of (i) 1 percent of the themstanding shares of the
Common StocK109,459 shares dll of the shares offered herelgre sold) or (ii) the average
weekly trading volume of the sanstass of shares durirthe four calendaweekspreceding the
filing of the required notice of salgith the Commission. The sellemust also comply with the
notice and manner of sale requirements of R4k, and there must be current public information
available about the Company. In addition, any person (or persons whoseasbagzglired to be
aggregated) who isot, atthe time ofsale, nor durindhe preceding thremonths, araffiliate of
the Company,andwho hasbeneficiallyownedrestrictedshares for ateast threeyears,can sell
such shares without regard to notice, mannesaté, public information or the volume limitations
describedabove. Shares dfommon Stock firsbecame eligiblgor resale under Rulé44 in
November of 1989 (assuming the other requirements of Rule 144 are met).

Of the current 9,985,947 shares outstanding, 9,438,232 shares (94.5%) are agedypast one
from their date of issue and qualify under Rule 144 for conditional sales. Of the &ya&nt947
shares outstanding, 8,886,695 shares (8&%)agedast thregrears and qualifyfor immediate
resale under Rul@44 withoutregistration except as may be requifed certain “controlstock.”
Sales of stock under Rule 144 may have a depresfiset on the price of the Comm@tock in
any trading markets that may develop for the Company’s stock.

No prediction can be made as to #ftect, if any,that future sales othe above described
outstanding Commo8Btock, orthe availability ofsuch Common Stock faale,will have on the
market price prevailing from time to time. Sales of substantial amounts of such Common Stock in
the publicmarket, orthe perception thasuch salesnay occur, could adversely affect the then
prevailing market price. SE8HARES ELIGIBLE FOR FUTURE SALE.”

Outstanding Stock Options & Employee Incentive Stock Option Plan

There are currentlgutstandingg00,000 shares of stock optioespiring December31, 2000
through December31, 2003. The Companyalso has anncentive stock option plan with
1,000,000 shares @@ommon Stock set asider employees.The plan expires in the yead01
and no shares have been issued under the plan. No prediction can be malle effet, if any,
that future sales or potential sales of these stock options or incentive stock options may have on the
market price of the Common stock prevailing from time to time.

Possible Volatility of Stock Price

If a market does develop, there can be no assurance that it widilained or that the market
price of theCompany'ssecurities will notdecline below the initial publicoffering price. The
trading price of the securities is likely to be subject to significant fluctuations.

Exercise of Stock Options, Stock Plan and Future Offerings; Added Dilution

If any of the above described 500,000 stock options are exercised, it will resubidditomal
and substantial further dilution in the net tangibleok value of anyinvestment. There are
1,000,000 shares @@ommon Stock set aside tine Company’semployee incentivetock option
plan. No options have been issued to any employee from this plan to date. Hangwgpiions
granted and subsequently exercised could have a significant additional diftdiste In addition,
the Company may issue stoagain in future publiofferings, which would alstyave significant
additional dilutive effects. Se®ILUTION” and “NOTES TO FINANCIAL STATEMENTS.”
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No Cumulative Voting

There is no cumulative voting for the election of directors of the Companyowirtegs of less
than a majority of the Common Stock outstanding may not be able to elect any directors.

Control by Existing Shareholder

After this Offering, EJ Partnedsmited Partnership willown and Edward G. Palmer the
Company’s Presidenwill have the ability to direct the vote of 41.1% of the Company's
outstanding CommoBtock. As such, EJ Partnetsnited Partnershipmay have the ability to
elect the entirdBoard of Directorsand, very likely, the ability to controlall matters requiring
shareholder approvalThe General Partner of BRartnerd.imited Partnership ishe “EJ Palmer
Trust” which is alsoknown as“The Edward G. Palmer Family Trust” of which Edward G.
Palmer, the Company’s President is the Trustee."F3d8ICIPAL SHAREHOLDERS."

Dependence upon Current Management

The Company is dependenpon the managemenservices of Edward G. Palmer, the
Company’s President. Tibe extent thalMr. Palmer’s services wouldecome unavailable to the
Company, the Company would greatly suff@here is no assuranteat theCompany would be
able to employ qualifiegpersons taeplaceMr. Palmer. The Companydoes notcurrently have
"key man" insurance or any employment contract with Mr. Palmer'NGe&¢AGEMENT."

Competition

While the Company manufactures proprietaglar and ventilation products and to its
knowledge has nalirect competitors selling the sansguipment,the Company facestiff
competitionfrom well-entrenched and well-establisheoimpetitiveproducts withinthe markets
that theCompany’s productsvill serve. Some competitorgertainly have substantially more
business and marketing resources than the Company. Therefore, there can be no assurance that the
Company will operate profitably within this competitive environment.

Effects of Escrow

If the Minimum Offering is not reached, the Company will haveetond all amounts paid for
the shares offered hereby. This could result in a lengthy period oftulie@ months whereby
investmentfunds are tied upwithout any interesaccruing. Stoclcertificates will not beassued
until after the minimum iseached. If refundare duefrom a failure to reachhe minimum, the
refund payments will not contain any interest payments or deductions.

Self Insured For Product Liability Risks

The Company carries general liability, theft and ifisurance. However, it is self-insured for
productliability risks withoutany stoploss insurance. Tthe extent that th€ompany would
suffer a catastrophic produbility loss, foranyreason, it woulchave a severe negatirapact
on the Company and could cause the Compatigiltand result in aompleteloss of all equity
investment made in theompany. There can be nassurancé¢hat theCompany will beable to
obtain sufficient insurance coverage for all potential liabilities that the Company israthesr in
the future may become exposed to. There can also be no assheartheCompany will beable
to obtain any produdiability insurance or evethat theCompany would beble toafford such
product liability insurance if it is available to the Company.

NOTE: IN ADDITION TO THE ABOVE RISKS, BUSINESSES ARE OFTEN SUBJECT TO
RISKS NOT FORESEEN OR FULLY APPRECIATED BY MANAGEMENT. IN REVIEWING
THIS PROSPECTUS, POTENTIAL INVESTORS SHOULD KEEP IN MIND OTHER
POSSIBLE RISKS THAT COULD BE IMPORTANT.

11



PLAN OF DISTRIBUTION

The Company is offering to sell 30,000 to 960,000 newly issued Sharpsa af $5.00 per
share. There is a required minimum number of 30,000 Shares to be sold pursuattffering.
The Offering will begin on the date dfis Prospectus andontinuefor up totwelve months or
until all of the Shares offered are sold, whichever is less, oreaartr date as thEompany may
close or terminate th@ffering. The minimum investmerfor the Offering is100 share$500).
The maximum investment is the remaining available shares to be sold at any given time.

The Company plans to offer and gb# Sharedirectly toinvestors and has nogtained any
underwriters, brokers glacemenigents in connection witthe Offering. The Company will
escrow all proceeds from the saletlu first 30,000 shares. lthe event the minimurascrow is
not reached duringhe allowable period ofime, all subscriber fundsill be returned without
interest and without deduction.

The Company has a database with &7 investorshat previouslycontacted the Company
with an interest in investing from the states of Minnesota and New York. The Company intends to
first contact these prospectivievestors with adirect mailannouncement and stockfer. The
Company then plans to conduetal mediaadvertising in theMinneapolis-St. Pauhreaand will
present the Company to Minnesota fairgoers at the 1999 Minnesot&&tatdhe Company will
back up these marketingfforts with an extensivaveb site containingall available Offering
information including Registration documents that rawe a part of this?rospectus.Databases of
financial brokers andnoney managers in the StateNdw York mayalso be used tmarket the
Company’s Offering. The Company wilimake iteasy to invest by allowing fdhe use ofcredit
cards to purchase its stock. feach the maximumossible pool of investorshe Company has
chosen to only have minimum purchase requirement 400 shares. Edward G. Palmer, the
Company’s president and CEO shall conduct the Offering on behalf of the Company.

To Subscribe for Shares, each prospective investor must complet@xdateée and deliver to
the Company a subscripti@greement and have paid ferchase price ahe Shares subscribed
for by check or money ordgrayable to SolarAtticinc. Credit cardpurchases ofommon stock
will be accepted. A copy dhe subscriptionagreement is attached at #ved of this Prospectus
at page X-1. Subscriptions become irrevocable after 72 hours. The form on page X-3 can be used
to rescind the purchase of the Shares during this period.

The Company reserves the right to accept or reject any subscription in part or in its entirety or to
allocate Shares among prospective investors. If any subscription is rejectedetnd=d by the
Company for such subscription will be returned to the subscriber without interest or deduction.

Within five days of itsreceipt of asubscriptionagreement accompanied by payment of the
purchase pricethe Company willsend by first classnail a written confirmation to notify the
subscriber othe extent, if any, to which such subscription leeen accepted by tH@ompany.
Not more than thirtydays followingthe completion ofescrow orthe mailing ofits written
confirmation if escrow hasbeen completed, aubscriber's Common Stockertificate will be
mailed by first class mail. The company shall ngéthe proceeds paid by any investor until the
Common Stock certificate evidencing such investment has been mailed.

Although the Company’s long-term plan for providing liquidity to its shareholders is to develop
a public market for its Common Stock by soliciting securities brokebetome market-makers of
the shares, todate theCompany has nosolicited anysuch securitiesbrokers nor does the
Company have immediate plans to do so. "R&K FACTORS."

NOTE: EQUITY INVESTORS SHOULD BE AWARE THAT UNLESS THE COMPANY IS
ABLE TO COMPLETE A FURTHER PUBLIC OFFERING OR THE COMPANY IS ABLE TO
BE SOLD FOR CASH OR MERGED WITH A PUBLIC COMPANY THAT THEIR
INVESTMENT IN THE COMPANY MAY BE ILLIQUID INDEFINITELY.
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USE OF PROCEEDS

Thenet proceeds tdhe Companyfrom the sale of theéShares,after deduction of estimated
offering expenses angotentialsales commissions to brokessill be $4,080,000 ifall of the
Shares offered are sold, $2,040,000 if 50%hefShares offeredresold, $1,020,000 if 25% of

the Shares offeredre sold, and $123,000 ifthe Minimum Offeringproceedsare sold.

The

following table sets forth the Company’s anticipated use of the proceeds at these levels.

960,000

480,000

240,000

30,000

Shares Sold

Shares Sold

Shares Sold

Shares Sold

Gross Proceeds

$4,800,000(100%)

$2,400,000(50%)

$1,200,000(25%)

$150,000 (3%)

Less Expenses

Commissions (a) 480,000 240,000 120,000 11,000
Office Supplies 5,000 3,500 2,000 500
Printing 17,000 10,000 7,000 4,000
Postage 19,200 8,000 5,000 1,200
Employees 10,000 4,000 2,000 0
Legal 4,000 2,000 1,200 1,200
Filing Fees 12,100 2,100 1,100 1,100
Public Relations 12,500 1,500 1,000 0
Email Campaign 24,000 12,000 1,700 0
Advertising 120,000 70,000 35,000 4,000
Miscellaneous 16,200 6,900 4,000 4,000

Total Expenses

720,000(15%)

360,000 (15%)

180,000 (15%)

27,000 (18%

Net Proceeds

$4,080,000 (85%)

$2,040,000 (85%)

$1,020,000 (85%)

$123,000 (82%

Use of Minimum (b

Minimum Plan

Sales Staff 58,000 (47%
Trade Shows 16,000 (13%
Advertising 21,000 (17%
Inventory 18,800 (15%

Office Staff

9,200 (7%

$123,000 100%

Use of Proceedéc)

100% Plan

50% Plan

25% Plan

Marketing/Sales 1,920,000(47%) 960,000 (47%) 480,000 (47%)
R&D 480,000 (12%) 240,000 (12%) 120,000 (12%)
Inventory 120,000 (3%) 100,000 (5%) 70,000 (7%)

Debt Reduction 200,000 (5%)
Working Capital 1,360,000 (33%)
Total Net Proceeds $4,080,000(100%)

200,000 (10%)
540,000 (26%)
$2,040,000 (100%)

115,000 (11%)
235,000 (23%)
$1,020,000 (100%)

Notes: (a) Any commissions not paid to brokers will be applied to working capital. (b) SolarAttic believigsthat
specific minimum plan will significantly increase growth rates and will tuiglge its annual sales to abo#100k.

(c) Use of proceedsfor the various amountabove theminimum will be apportioned on a percentabesis as
indicated above. Pending applicationitsf proceeds othe Offering, the Company may invest the peiceeds in
short-term, investment-grade, and interest-bearing securities.

THE ABOVE REPRESENTS THE COMPANY'S BEST ESTIMATE OF ITS ALLOCATION OF
NET PROCEEDS BASED UPON ITS CURRENT BUSINESS OPERATIONS, ITS CURRENT
BUSINESS PLANS AND CURRENT ECONOMIC AND BUSINESS CONDITIONS AND IS
SUBJECT TO REALLOCATION AMONG THE CATEGORIES LISTED ABOVE.
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NOTE: AFTER REVIEWING THE PORTION OF THE OFFERING ALLOCATED TO THE

PAYMENT OF OFFERING EXPENSES, POTENTIAL
WHETHER THE REMAINING PORTION OF HIS,
WOULD BE THAT PORTION OR PART AVAILABLE FOR

HER OR ITS

INVESTORS SHOULD CONSIDER

INVESTMENT, WHICH
FUTURE DEVELOPMENT OF
THE COMPANY'S BUSINESS AND OPERATIONS, WOULD BE ADEQUATE.

CAPITALIZATION

The following table shows the capitalization of the Company as of3lynE999, on amactual
basis and on an as adjusted basis gieiifect to the Offeringf, of all the Shares offered herein,
100 percent, 50 percent, percent and th#linimum Offering aresold. The tableassumes the
payment of offering expenses estimated at 15%.“\$&€ OF PROCEEDS.”

June 30, 1999

Actual As Adjusted for Shares Sold
960,000 480,000 240,000 30,000
Shares Shares Shares Shares
Common Stock, no par value;

100,000,000 shares authorized;

Shares issued and outstanding: 9,985,947 10,945,947 10,465,947 10,225,947 10,015[947
Current paid-in capital $871,777 $871,777 $871,777 $871,777 $871,777
Additional paid-in capital 4,080,000 2,040,000 1,020,000 123,000
Stock notes receivable (23,500 (23,500) (23,500) (23,500) (23,5P0)
Accumulated deficit (809,808 (809,808) (809,808) (809,808) (809,408)
Total stockholders' equity $38,469] $4,118,469 $2,078,469  $1,058,469 $161)469

IMPLICIT POST-OFFERING VALUE

The above table does not reflect shares of ConBback, whichare subject to the exercise of

options orthe Company’sincentive stock optionplan.

If all Sharesare sold andall existing

optionsare exercised—thensould be 11,445,947 shares outstanding. At $560share,this
would be amarket value of$57.2 Million.
$260,000. When added to the $4,118,469 stockholdguity resulting fromall Shares sold the
total stockholdersequity would be$4,378,469. At amrstimated market value 867.2 Million,

the Company's market value would be $57.2 + $4.38 or 13 times the Company's actual net equity.

NOTE: AFTER REVIEWING THE ABOVE, POTENTIAL
WHETHER OR NOT THE OFFERING PRICE FOR THE SECURITIES IS APPROPRIATE AT
THE PRESENT STAGE OF THE COMPANY'S DEVELOPMENT.
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DILUTION

TheNET TANGIBLE BOOK VALUE ("NTBV") of the Company as ajune 30, 1999 was
$2,163 or approximately $.0002 per share of Common Stock.taNgiblebook value represents
the physicabhssets ofthe Companyminusall of the Company'diabilities. The formulaused to
calculate this value is (Net TangildB®ok Value = Total Tangibl&ssets -Total Liabilities). The
net tangiblebook valuedoes notinclude any of the&Company’s non-physical assets such as the
Company's four patents, trade secrets and customer lists, etc.

Giving effect to the sale by the Companyatif 960,000 Shares at ublic offering price of
$5.00 per Share there will be an immediatsubstantial dilution in the NET TANGIBLBOOK
VALUE to purchasers of Shares as set fdrdlow. Dilution is determined bysubtracting net
tangible book value per share after the Offering from the initial offeaiege. The following table
sets forth as of Jun80, 1999 acomparison of the respective investments of the current
shareholders and the public investors.

Thetablebelow does notake into effect the addition@nd substantial dilution of exercised
options or the employee stock option plan. SE¥ESTOR % OWNERSHIPbelow.

Offering Price . . . . ... ... .. .. . . . . . . . $5.00
Net tangible book value per share before offering ....... ....$.0002
Increase to current shareholders in net tangible book

value duetooffering ......................... ... $.3727
Net tangible book value per share after offering .. ....... ... $.3729 $.3729
Dilution per share to public investors . . .. ............ Cee $4.63
Percent dilution per share to public investors . . ...... .. C 92.5%

INVESTOR % OWNERSHIP

The above table does not reflect shares of ConBtack, whichare subject to the exercise of
options orthe Company’sincentive stock optionplan. If all Sharesare sold andall existing
optionsare exercised—thensould be 11,445,947 shares outstanding. Investaitsei®ffering
would own 960,000 shares + 11,445,947 shares then outstanding or 8.4% of the Company.

NOTE: AFTER REVIEWING THE ABOVE, POTENTIAL INVESTORS SHOULD CONSIDER
WHETHER OR NOT THE OFFERING PRICE FOR THE SECURITIES IS APPROPRIATE AT
THE PRESENT STAGE OF THE COMPANY'S DEVELOPMENT.
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THE BUSINESS
GENERAL

SolarAttic, Inc. (the Company), a Minnesota corporation, was formed on Allgu$986 and
was inthe development stagarough December31, 1996. The yearl1997 wasthe first year
during which it was considered aperatingcompany. Salesre currentlythroughout the
continental UnitedStates. Howevennarketsfor the Company’s technology and products are
international in nature. SolarAttic manufactures solar-powered water heating, solar-powered space
heating and attic ventilation systems. The solar-powered heststgms uséhe heat that collects
in the atticspace as a result of solar radiationtio@roof. The attic ventilationsystems use the
Company’s newduct technology that collects dristributesair evenly along itdength, which is
useful incollecting attic aiffor heattransfer,attic ventilation orother purposes. The Company
believes its strengths are its technology patents and experience in devejgp@rgshat harness
the heatenergy contained in hatttic air. The Company believethat its proprietary heating
systemscan replace or augment heatsystemshat use fossil fuels oconventional solapanel
technology. The Company believabatits newduct technology can replace or augment devices
that are used for ventilation, air collection or air distribution in attics and other busiglirgjures.
The Company’sgoal is to establish a nationwide network of independent deatewswill sell,
install and service the Company’s products.

SOLARATTIC’S VISION OF THE FUTURE

The future will see home attics belnged agproductive "Solar Energyehicles.” Attics will
be used tdheatswimming pools, spashot tubs, hot water andspace. Productwill evolve to
create anew roof andattic structurethat will absorbmore incidentsolar radiation instead déss
[which is the currenthinking]. New ventilation systemswill provide a controlledattic ventilation
and moisture environment that enables maximum heat extraction to occur.

Roofswill be painted black instead of white witiewly [to be] developed "solar absorption
paint.” New asphalt shinglesvill absorbgreater amounts of solar radiatioNew roofing
materials will conduct heat easily ane direction and hard ithe opposite direction. These new
products, plus othersyill increase the effective heat collecti@md storagecapacity of attics.
Automaticventilators will vent atticoonly whenabsolutelynecessary.Houseswill be built to
optimize the attic as a "Solar Energy Vehicle." Attics will demonstrate their economics in terms of
receiving, storing, and transferring free solar heat energy. Attics will evolve into a new solar class
of device the hybrid solarenergy systent which will be part passive(the roof itself as a large
solar collector) angartactive (the “inside-the-attic” low cost forced air heat transfer system).

People arounthe world will take advantage othis new source ofree solarheat energy
through economical and practical products that require no massive or significant roof alterations. In
fact, no solar thermal roof panels will be needddwever, photovoltaic energy cells (“PV cells”)
can be used to supply power for SolarAttic devices because most have small power requirements.

Markets will expand as théow operating cost" water heating, space aedtilation systems
supplied by SolarAttic, Inc. are accepted into the mapleeteand displace other inefficiefitossil
fuel” heating systems. Legislation will be enacted to help sbk&Greenhousd=ffect” that will
encourage homewners to stop using fosdilel systems aslternativesystemslike the PCS1
swimming pool heater become more commonplace and it becomes readily afh@dreset do not
have toburn fossil fuels for suclheating applications. SolarAttitnc. will be the leader, the
creator, the innovator and the pacesetter in this FUTURE new marketplace.

The Company’s founder and president, Ed Palmew believes thatsome aspect of the
Company’s new proprietary anghtented energy technology can be applied to every single
building structure worldwide regardless of iise, size orconstruction. Because dhis, the
Company’s founder alsbelieves that the markefsr the Company’semergingnew technology
and products are now massive. See “MARKETING AND SALES”".
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SOLARATTIC’S MISSION

SolarAttic’s mission is to be the primary creator, designer, manufacturer and market leader for
all technology and products that make use of the newly emerging “Attic Solar Energy Vehicle.”

HISTORICAL PERSPECTIVE

The Company began &ol Heat Company inl984, aMinnesota proprietorshipwned
entirely by Edward GPalmer,the Company’s current President aGO. PoolHeat Company
changed itsname toAttic Technology, Inc.and organized itself as a Minnesota corporation in
August 1986. In July 1993, the Articles of Incorporation were amended to ctiengame of the
Company to SolarAttic, Inc.

The Company began by developing a desigmceptfor an attic air-to-water heat exchanger
which could heat swimming pools for as little &&1.00per month inelectricity consumption. In
May 1991, a U.Spatent named “ATTIC SOLAEENERGY VEHICLE” was granted to Edward
G. Palmer. This is a soléechnology patenwvhich disclosed swimming pool heatingpmestic
hot water heating and space heating systenal-using solar-generatetieatenergy contained in
hot attic air. Mr. Palmer has assigned 100% of the patent rights to the Company.

In response to produgublicity (several articles written about th@ompany) primarily
concerning theCompany’s poolheating system, the Companyhas received product-related
inquiries from 1990 through the present. Direct mail follow-ups to these inquiries have resulted in
limited sales of th&€€ompany’s pooheating and space heatisgstems. ADecembei31, 1997,
the Company had sold a total of 167 pool heating systems to customers in 30 states.

The Company’s first patent disclosure cited as a prioreference aattic based spackeating
systempatented by OhiinventorDavid C. Smith. In 1992 the Companywas able to acquire
100% of the rights to thig).S. Patent in exchanger stock inthe Company. Subsequently, the
Company also acquired the entire remaining space heater inventarits original WesWVirginia
manufacturer in exchange for stock in the Company. The acquisition of this gatendentitled
“COMPACT ATTIC MOUNTED SOLAR HEATING PACK ASSEMBLY” was considered
important from a strategic technologtandpoint. The Company’s technologyvas then focused
on heating liquids with an air-to-liquid heat exchanger. 3ésondpatent added a proprietary air-
to-air heat transfer component to the Company’s technology base.

In March of 1994, the Company appliedor a third U.S. Patent entitled “A SELF
SUFFICIENT APPARATUS AND METHOD FOR CONVEYING SOLAR HEAT ENERGY
FROM THE ATTIC.” This patent disclosure showed how to provide solar hot wateusing a
combination of hot attic air and solar photovoltaic cells. In September 1995, a U.S. patent with the
aforementioned namwas granted to Edward GPalmer. Mr.Palmerhas assigned 100% of the
patentrights tothe Company. The Companysuccessfully demonstrated a prototype of this hot
water heating technology at the Minnesota State Fair during 1994. However, lidutedocapital
resourcesthe Companyhas notyet completed a domestic or commerdmdt water heating
product. SeeRESEARCH AND DEVELOPMENT’

Along theCompany’s technologglevelopmentath, it becameobviousthat therewas more
solarheatenergyavailable in the attithan whatthe swimming poolheaterwas extracting. The
Company’s pool heaters wer@orking well according to customeempirical reports and
testimonials. Some customers, howeweiormed usthat more heaivas available at thends of
their attic. The question then arose: “How can we collect all of the solar heat inside the attic?”

As a result of further investigation, a fouldhS. Patentwas appliedfor in September 01995
for a new andinnovative ducttechnology. The patent application is entitled: “AN AIR
DISTRIBUTOR OR COLLECTOR.” The Company’s founder, Edward G. PalmerPaatessor
Ephraim M. Sparrow at the University of Minnesota are co-inventors.
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In 1995, aechnical papewas first published ithe SOLAR 95PROCEEDINGS describing
the Company’s new technologyThe paperwas entitled: “ENHANCED APPLICATIONS OF
ATTIC-COLLECTED SOLAR ENERGY.” Professor Sparrowengineering studenfohn A.
Sipple and the Company’s founder Edward G. Palmer, wrote the paper.

On May 5, 1998U).S. Patent5,746,653 was issuadlith the abovditle in thenames of both
co-inventors. Both MrPalmer andMr. Sparrowhaveassigned 100% dhe patentights to the
Company. During September 1997, the Compdeg for international patent protectigdhrough
the United States Patent & Tradem@fice ("USPTO”). By April of 1999, the Company had
alsocompleted in-country patent applications in fhowing foreign countriesisrael, Canada,
New Zealand, Australia, Unitedingdom, Italy, Spain, Franc&ermany and Switzerland. The
Company believes that these foreign patents will be of value at some point in the future.

The fourth patent is a unique duct technolthgyt allows forthe even collection or distribution
of air all along its entire length. To get this even collection or distribution of air (performance) out
of the duct, it is perforated with holes that provide an “air flow thrcargh” thatncreases as you
progress down the length tife duct. The increasedlow througharea compensatésr pressure
losses along the duct’s length thus causing the duailiect air ordistribute airevenly. The end
of the ductoppositethe fan end is typically cappealbeit it can be leftopen undercertain
conditions. The duct can be any geometsicape or length. Ithe patent application, a circular
non-insulated flex duct is described in detail. The flex duct canwirahits way aroundnodern
attic cavities which can be disjointed compared to diaerse structures with rather straighattic
from gable to gable.

The ramifications of th€ompany’s newduct technology areery broad. Virtually any place
that a duct iused tocollect ordistribute air is a candidater use ofthe Company’s newduct
technology. As applied to the attic (solar) heat transfer systems, the duct technology will allow for
an even more energy efficieablar heatingsystem. Imagine, for examplthe SolarAttic pool
heaterwhich is basically a radiataroncept inside the atticPool water is pumped through the
radiator coil while hot attic air idrawn acrosshe coil. This is forcedair convectiontechnology.
Just like the radiator inside your automobile except instead of cooling it is heatwgtdre The
heat exchanger simply placed inside the attic is highly functional for its inteiséed Pool owners
appear quite satisfied. However, more heat energy is available (found) inside the attic.

With the Company’s new duct technology, a section of duct perforated properhe attached
to the heat exchangand stretched throughotlie attic. The net result ithat a smalleteat
exchanger can be manufactured because of an increase in overall efficiencycolléet@n. In
addition, mordlexibility is provided from an installatiogtandpoint. Instead of having fmeount
the heat exchanger at the apex of the attic, it could then be placed in a more convenient location on
the attic’s floor with the duct itself extended up to and along the apex of large attics.

The same technology concéqatlds true for space heating and domestic hot water heating
products. With the addition of th&€€ompany’s newducttechnology, both of these produetsl
also be more energy efficient. It translates into more proprietary products and less competition.

Pool heating, space heating and hot water heating aneatheareas oéttic heatiransfer. The
same technology can be used for “process heating” applications in indeesttiladjs. All of these
heat transfer products can be augmented with thetelcithology. Howeverthe duct technology
also offers product opportunities extending far beyond heat transfer inside the attic.

Take, for example, the issue of proper attic ventilation. The new duct, when coupled with a fan
and appropriate controls, now offers consumers a unique wegnorblling attic ventilationfrom
the inside of the atticHence, a fourth produdategoryhasbeen createdith the introduction of
the SolarAttic Ridge Ventilator, whicbffers tocontrol both humidity and temperatures inside the
attic. This productvasintroduced at thd 997 Minnesota State Faduring August. It hadeen
metwith enthusiasm from fawisitors. Severalsystems werémmediatelyordered at thdair's
introductory price. See “PRODUCTS.”
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A fifth product opportunity arose during the Company’s development stage that takes advantage
of the duct technology and oth@ompany-owned patents.That is a modularsystem that
combines space heating, ventilatidne duct and hot watdreating. Acombination space and
ventilation system is now in the final prototype stages and is expected to be ready to market by the
second quarter @000. Such a product, Minnesota, would work as follows: Ithe fall and
spring, the system will collect free attic (solar) heat and redistribute it back intouke tareduce
home heatingosts. Inthe winter, the system will ventthe attictherebyworking to reduce or
eliminate icedams caused by poattic ventilation. In thesummer,the system will venthe attic
thereby reducing summer air conditioning costs.

From a modular concept, the Company expects to have a hot water heating module sometime in
the future. When it is available, it can then be placed at the dischaftgeation. Inthe summer,
then, aghe hotattic air isdischarged to reduce air conditioniogsts—the hoair could then be
used to heat domestic hot water before it is dischawgeside. Tacreatesuch a product requires
that all elements be in place at the onset since the duct is designed and cut to a specifiiqaessure
and air flow (CFM) requirement. Therefore, it is not anticipated that a water-heating module could
be retrofitted but would rather have to be part of the initial order as an option. See “PRODUCTS.”

The Company’s firsthree patents ar&.S. Patentsonly. However,the Company has
successfully made several international filifigs the fourth patent’s ductechnology. Therefore,
it is readily apparent that all of tleystemsbuilt by the Company ansbld overseas wouldave a
competitive edge when the duct is incorporated into the prodiesign. Likewisethe Company
now has additional and important technology that will not be easily cop@deas in those areas
where overseagatent protection igranted. In somareasoverseasthe Company mayant to
seek out business partners. SolarAttic does not envisiodityoverseas operations. Instead,
SolarAttic envisions overseas partners who could handle the relevant overseas markets.

During the first half 011999, the Company advancehis modular concept furthénrough the
design and introduction of @mputerized electronic control thatonitors both temperature and
humidity inside the attic. Theew control iscalled the SAVCOanNd is highlyaccurate to within
+1% Rhandz1° F even to subzero temperaturebhe controlwas designed to work across the
three product categories of space heating, ventilation and the combination space heating-ventilation
system (GB-Series). All products use the exact same computerized contrdPREERICTS’

One final historical perspective. All systems insideattie consumerelatively low amounts of
electricity for the high corresponding amount dkatenergy transferred. As r@sult, the low
electrical energy consumption can easily be offset bysleeof solaphotovoltaic cells (P\cells).

As SolarAttic’'s new technology has evolved, so has that of PV déiist noteworthy ighe fact
that new PV cells have been developed to take the form of roof shingles. Such a develmment
takes awaythe remaining number orsales objection to existing solschnology. The panels.
People want renewable solar energy technology; they just don’'tthesstlar roof panels.When
SolarAttic’s new inside-the-attic solaneating technology is coupled witiew PV cells thatlook

like roof shingles—itwill be a strong productdifferentiation to that of traditionasolar panel
systems used in thermal heating applications (panels vs. no panels).

The technology exists todéyr SolarAttic to creatand supply solar energy systethat will
provide free domestic hot water without solar hot wptarels. SolarAttic canalso providefree
attic ventilation. Both of these product categoriesiraraediately adaptable to these of PVcells
due to theilow energy consumptionAttic ventilation could therefore be a function sinlight.
Whenever thesun shines othere exists arelative amount ofsunlight, the attic would vent
automatically with no utility power consumption. Just like srealar powered calculators. Solar
poweredattic ventilation, in itself, is not a new ideaHowever, with the controlover attic
ventilation offered by the Company’s new duct technology—there is a new category of ventilation!

This historical perspectiveshows that,while the Companyhas endured a prolonged
developmental stage, it has continually progressed and advanced its new energy techilogy.
limited capital resources in Minnesota, time was the necessary substitute ingredient.
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The development dhe Company’s technologhastaken much longer than otherwissuld
have occurred with additional and substantial early capitdhadbeen unusual (and vedifficult
from a capital standpoint) for a new solar technology to enfesge Minnesota. The state that is
often equated alce-Box, USA(home of InternationaFalls). The endresult, however, ighat
what started out as a simple pool heating concep98# hasvolved into a broad and expansive
new solar energy and ventilation technology as it has progressed into 1999.

It should benoted that evethough it hagaken mordime todevelop thisnew technology in
Minnesota, in the longun, it could saveSolarAttic a lot of marketingosts. Forexample, if we
had developed this technology Fiorida, who would buy it irthe northern states? Everything
solar works in Florida. Doesn'tit? Many times, the Company has heard the dialogugidiks
in Minnesota, it should work in our state.” That consumer thoughtiigiGl long-run marketing
message. It's a fact — SolarAttic’s technology works in Minnesota!

In April of 1997, the Company moved out of its founder’'s garage manufacturing and basement
office area and into the new “Elk River Business Center” office complex along Highway 10 in EIk
River, Minnesota.

In April of 1999, the Company announced that it had entered its growth phase with the first
quarter revenues up 249% from the first quarter of 1998 ($44,497 vs. $17,843). This followed a
1998 sales increase of 78% from 1997, which was up 31.7% from its prior year.

PATENTS & INTELLECTUAL PROPERTY

The Company believes istrengthsare its technology patents and experience in developing
systems that harness the heat energy contained in solar-generatdtic vt The Company has
the following patents:

1. A solar technology patent that covers tHgolarAttic PCS1 Pool Heater and
the SolarAttic Domestic Hot Water Heater (under development). (See
“RESEARCH AND DEVELOPMENT)

The Company filed aolar technologypatent on September 7,989. Within the patent,
swimming pool heatingdomestic hot water heating and space heaysjems were disclosed
using the thermal energy contained in solar-generated, hot attic air. On May 14,) 1®9Ratent
5,014,770 was granted to Edward G. Palmer forAid@IC SOLAR ENERGY VEHICLE” (title
of the patent). The Company has been assigned 100% of the patent rights by Mr. Palmer.

2. A patent for the SolarAttic Space Heater, acquired from its inventor in
1992.

In September 1992, the Company acquakdf therights toU.S. Patent4,502,476which is
now U.S. reissuepatent numbeRe. 32,607 irexchangdor 204,000 shares dhe Company’s
common stock valued 80¢ pershare. The patent is currently valid armlvned 100% by the
Company.

U.S.Patent Re2,607 istitled “COMPACT ATTIC MOUNTED SOLARHEATING PACK
ASSEMBLY.” This patentdescribes whathe Company markets as tBelarAttic SpacdHeater.
This heatingsystem takes warrattic airand distributes it into living spacésat needheat. The
system is automatic, providifdgeatonly whenattic heat is availabland when it is required in
living spaces.
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3. A solar technology patent that discloses how to derive free domestic hot
water from hot attic air using an attic based heat exchanger in combination
with solar photovoltaic cells.

On March 28, 1994, Mr. Palmfled for athird U.S. Patent on behalf of th€ompany. The
tite of the U.S. Patent application byEdward G. Palmer is “ASELF-SUFFICIENT
APPARATUS AND METHOD FOR CONVEYING SOLAR HEAT ENERGY FROM AN
ATTIC.” In this application, Mr. Palmer disclosed a system and method for providitigefeelf-
sufficient extraction of soldneatenergy from withinthe attic. Mr. Palmerhas disclosed a solar-
generatedattic heatmethod whereby domestic hot wateray be obtained without these of
externalpower from autility company. OrSeptembe26, 1995, U.S.Patent5,452,710 was
granted to Edward G. Palmer. The Company has been assigned 1@@/afentights by Mr.
Palmer.

4. A duct technology patent thatdiscloses how to collect or distribute air
evenly all along its length by using analgorithm to perforate the duct to
offset the pressure loss along its length.

On September 15, 1995, Mr. Palmer filed for a foUrt. Patent on behalf of theompany.
The title of the paterdpplication byEdward G. Palmer and co-inventephraim M. Sparrow Is
“AN AIR DISTRIBUTOR OR COLLECTOR.” In this applicatioMr. Palmer andMr. Sparrow
disclose a new duct technology for collecting or distributing air evenly along its length.

The new duct technology is useful for collecting all solar derived hot attic air (heat energy). The
collected heat can hesedimmediately at the intake of an air-to-liquid or air-to-air heat exchanger
or it can be relocated to another locattuth aghe intake of durnace. It is also useful and has
broad applications in air distribution, air collection and air ventilation systems.

On May 5,1998, U.S.Patent5,746,653 wagranted to co-inventors Edward G. Palmer and
Ephraim M. Sparrow. The Company has been assigned 10@8é patentights by Mr.Palmer
and Mr. Sparrow. By April 1999, SolarAttic had completed several international in-country filings
for overseas patent protection. The countries filearénlsrael, Canada, New Zealanl,stralia,
United Kingdom, Italy, Spain, France, Germany and Switzerland.

5. Upcoming Application: A temperature control technology patent for
eliminating ice-dams in northern climates; for use in th@enting of attics;
and, for use in extracting free solar heat energy from tledtic for purposes
of space heating.

On June 1, 199%olarAttic announced the introduction of itsw SAVCO02 electronic control
for ventilation of attics. Theressrelease saithe new control “MakesAll Attic Ventilation Fans
Smarter” because Was designed to beompatiblewith existing attic fans. Inthe Company’s
press release, Ed Palm&glarAttic’s CEO said: “This is an exciting developmefar SolarAttic
and represents yet another expansion of our proprietary techndlbgycompanynow expects to
file for a fifth patent.”

It is the Company’belief thatwhenthe new control system is combined withe Company’s
new duct technology,that ice-dams will be virtually eliminated. The combination of the two
technologies work to “dry-out” attics during the winter anéltminate the temperatudifferences
across the roof deck itself, which is a major cause of ice-dams. This approaeh andunique
in that itcontrolsattic ventilationfrom its inside based upaattic humidity and temperature. It
constitutes “a systems approach to attic ventilation.”

"A Systems Solution to Attic Ventilation"
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BUSINESS STRATEGY; MILESTONES

The Company’s primary business strategy is to expand its marketing, sales and manufacturing
operations. The Company believethat its managemerntiasthe requisiteskills andexperience
necessary to succeed in its marketing, sales and manufacapergtions.The Company’s
secondary strategy is to continue to research and develop innquatiectsthat capitalize on the
energy contained in solar-generated hot attic air. Also, to further develop the Compangischew
technology. The milestonebelow are major areas dbcus forthe Company’s resources. The
timing andcosts forcompletion are uncertain and depemqbnthe availability ofresources. The
Company’s milestones and plans include:

» Continue to pace the businessThe Company has never had significant capital resources to
rely upon and itgrimary survival strateghasbeen to simplypace thebusiness. The Company
continues tdimit its overhead and operations that they mightnot exceedavailableresources.
The Company’s financial focus is on cash-flow. It is the Company’s pateatikng-term nature

of the Company’s energy technology and the foungetence thagivesthe Company itability

to simply pace itself and continue its growth. The Company has consistently contipuegress

in a forwarddirection from its inception, despitearious periods of cash-flow difficulties, and
believes that regardless of the outcome of this Offering—that it shall continue to do so.

* If only the Minimum Offering is raised, sales resources will be expanded.The
focus ofthe Minimum Offering is texpand theesources and staffing fdhe Company'ssales
department. Uporreceipt of the minimumproceeds,the Company will addooth alocal
salesperson and an on-the-road sales person. These funds will alsthal@ampany to expand
its advertisingfradeshow attendance, inventory and office staff snpport of its salegfforts.
Management believes that the combinatiothese factors will allow the Company to expand its
gross revenues to $400k or beyond thereby helping to accelerate the Company's growth.

THE FOLLOWING ITEMS REQUIRE FUNDING BEYOND THE MINIMUM OFFERING!

* File for a fifth U.S. Patent. The Company believes its new electronic control technology is
novel and unique enough to file for a fifth U.S. Patent. The Company now expects to file for this
patent upon receipt of proceeds greater than the Minimum and less than 25% of this Offering.

» Continue building the Company’s customer list databaseDuring 1996, the Company
acquired a customer list of 600,000 inground pool addresses in exdbaegenmon stock in the
Company. This list, however, is itypewritten form and requiredata entry input into the
Company’scomputer database to be most usefudirect marketingorograms. The list is being
entered into the database in anticipation of beisgd full time for marketing theCompany’s
swimming pool heater in the near future. As of JB@ge 1999,the database had reacteb,247
addresses andata entry is on temporahold pending additionalesources.The Companyses
Macintosh computers and 4th Dimension datalsa$svare and hafull customization capabilities
including laser printing on 600 dpi printers for use in direct mail marketing. The Company expects
to resume this effort upon receipt of 25% of this Offering.

» Continue testing sales initiatives. The Company does naturrently possesghe capital to
launch a full-scale program for the marketing and sales pfatducts, whichamong othecosts,
would involve a substantial advertisirudget.The Company is engaged iow cost marketing
methods such as public relations and direct mail marketing. Several other nseiblodsdealers
and distributors are also being testddie Companyneeds substantial marketifignds toresolve
the best sales and distribution mettiodthe pool heater and its othgroducts. Upomneceipt of
Minimum proceeds fronthe Company's Offeringthe Company will begin to expand ssles
initiatives and marketingrograms. Thiseffort will expand significantly as additional proceeds
from the Offering are received.
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* Expand the Company’s ventilation product line. The Company’s first product to make

use of the new duct technology was introduced at the 1997 Minnesota State Fair. The SolarAttic
Ridge Ventilator (model number 14-900) was introduced and received an enthusiastic welcome at
the fair. However, this product and its technology are still in its infancy. Additional capital is
required to develop several product variations. Upon receipt of 25% of this Offering, the Company
will expand its engineering efforts and begin this task.

* Complete the Company’s GB-Series space heating/ventilation product line. The

Company’s combination space heating and ventilation system needs to be coniptetexirrent
status of this product ithat three different sizeghrototype models have beearonstructed.
However, the capitalcosts ofplacing the unit into production are a curr@anstraint. Upon

receipt 0f25% of this Offeringthe GB-Series productill be completed andnade available for
sale. The SAVCO02 electronic contra@ystem developetbr the SolarAttic RidgeVentilator is

identical to thatused inthe GB-Series. This common control system will allovior earlier

economies of production to occur for both product lines. See “PRODUCTS.”

* Place the SAVCO02 into mass production.The Company’s proprietary control technology
for use in venting attics, space heating and combination space-venting products is already being
field-tested. Upon receipt of 25% of this Offering, the Company will begin efforts to get this
product into mass production and lower its cost.

* Enhance engineering and manufacturing capabilities to lower production costs
enhance profits and effect the Company’s product strategy. TheCompany’s product
strategy is to offer a line of SolarAttic® products for heating swimming pools, space, and domestic
hot water. These productwiill be primarily heat exchangsystemsplaced insideattic structures

and operated by electrongontrols. The Company expects to nonly manufacturethe heat
exchangers but also to either manufacture or have manufactlimedo&custom electronic control
systems to operate its heat exchangers. In addaistomized ventilation and combination space
heating/ventilatiorsystemswill be deployed with these custoetectroniccontrols. Uponreceipt

of 25% of this Offering, the Company will expand its engineering staff to accomplish these tasks.

* Build and capitalize on the Company’s brand name. The Company believethat the
SolarAttic brand name captures the essence bkdstransfer technology. Furthethe Company
plans to expand its category foducts which use hdaittic air — toinclude productsthat will
enhance and/or control timeatabsorbing and storingapacity of atticspaces. Upomeceipt of
25% of this Offering, the Company will begin a strong branding campaign usinga&hé ads in
combination with the Company's extensive Web site, toll free number and other branding tools.

* Educate potential usersand distribution channels that there is untapped, solar
energy contained in hot attic air. The education of the general public is a marketing
necessity since the Compahgs been pioneering aew solar andsentilation technology. The
need exists to simplget theword out, toinform and to educate people on thailability of the
Company’s newtechnologies angroducts. The Company therefor@ublishes booklets and
technical manualand has aractive Public Relationsprogram, which distributes information.
Prior to the Company’s WorlwVide Web sitedevelopment, this was @nsiderable effortor the
Company to maintain from an operational standpoint.

The Company’s World Wide Web siteas nowtaken over this educationisk. During January
1999, forexample, SolarAttic’sveb site recordedl03,212 requests or hitsSolarAttic has,
among otheithings, madeits complete technical manu#br its pool heater available free for
downloading in an Acrobat PDF file format (portable document file). This format is cross platform
compatible and is readable alh personal computeirthat have the free Acrobat Readerftware.
Expanding the web site with this type of educational information is importardreguing. Upon
receipt 0f25% of this Offeringthe Company will expand further its Web site to include more
commercial transaction and feedback capabilities including the use of secure server technology.
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» Establish a nationwide distribution network for the Company’s products. The
Company intends to forrallianceswith appropriatesolar, swimming pool, plumbing and heating
dealers. In additiorgllianceswith other businessentities will also besought todistribute and
market theCompany’s products nationally. Upoeceipt 0f25% of this Offeringthe Company
will expand significantly its presence in certain trgmernals,tradeshowsand other industry and
business related areas where the Company expects it could attract independent dealers.

* Expand internationally. Cost andavailability of energy are globatoncernsthat impact
everyoneworldwide. The Companyplans to introduce applications of its technology to
international markets where therestsongeconomic returrior the Company antbr users of the
Company’s technology.The Companyalso plans to seek outternational alliances to distribute

and market th&Company’s products. Suchlliances may licenseverseas production of the
Company’s products for distribution overseas when such productdeemmedadvantageous. To
date,the Companyhasreceived product inquiries from several foregpuntries. However, the
Company has not sought any such international alliances to date. Upon receipt of 75-100% of this
Offering, the Company will begin exploring international relationships to expand the global
markets for the Company's technology and products.

* Reduce overall product costand power SolarAttic products with PV cells. The
Company is interested jpursuingthe reduction of its overall producbsts and in powering its
products with photovoltaic cells. Low cost products when powered bgeR¥/could findmass

appeal in thirdvorld countries where power distributionlimited or non-existent. For example,
ventilation, water heating and space heating applications could essentially be made free of monthly
utility costs on the African continent where solar energy is abundant. A low-cost pstraiet)y

would be advantageous to third world countries where product costs could be a severe constraint to
the implementation of SolarAttic's new technology. A low-cost product strategy might involve the
use of cardboard armlasticwhere more expensiveaterials are currently beingsed forducts,

etc. Uponreceipt of 75-100% of this Offeringthe Company will begin @erious effort to
engineer PV cell power options for all of gsoducts. The Company willalso explorehe use of

low cost materialswith the aim ofreducing thecost of its technologyor use inthird world
countries.

» Other product development works. The Company’s proprietary technology apdtents
have been thoroughly developed adidclosed. Howeverthe current line of manufactured
products andthe Company's technologies are still in theimfancy. Additional product
developmentvork will be required by the Company to fully exploit thesmw technologies. The
recentdesign of a custorelectronic controfor space heating and ventilatisgstems is just one
area of product development that needed to be addreskmdever,many other variations of this
control technology are possible and are useful in the market.

Another area of development need is UL Listiiog all of the Company’s products. Prior to
volume production runs, final cabinet changes and other product refinements will need to be made.
Upon receipt 0f25% of this Offeringthe Company will significantly expand its internal product
development process by adding the requisite engineering staff to accomplish these tasks.

THE ABOVE STRATEGIES AND MILESTONES ARE DEPENDENT UPON RESOURCES
BECOMING AVAILABLE TO THE COMPANY. THERE CAN BE NO ASSURANCE AS TO
THE AVAILABILITY AND TIMING OF THOSE RESOURCES OR EVEN THAT THE ABOVE
STRATEGIES AND MILESTONES WILL BE SUCCESSFULLY DEPLOYED.

NOTE: AFTER REVIEWING THE NATURE AND/OR TIMING OF EACH STRATEGY,
EVENT OR MILESTONE, POTENTIAL INVESTORS SHOULD REFLECT UPON WHETHER
ACHIEVEMENT OF EACH IS REALISTIC AND SHOULD ASSESS THE CONSEQUENCES
OF DELAYS OR FAILURE OF ACHIEVEMENT IN MAKING AN INVESTMENT DECISION.
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PRODUCTS

The Companylesigns,manufactures and sellsliae of solar heatingsystems whickhutilize
solar-generated hatitic airfor heating swimmingpools, space and hotvater. In addition, the
Company manufactures atttic ventilationsystem and a combinatiattic ventilationand space
heatingsystem (GB-Series).The Company’s solaheatingproductseliminate the needbr solar
roof panels. The Company’s ventilation products eliminate the need for roof vents (holes, etc.).

The Company’s present product line consists of the following ten systems:

* Three swimming pool heating systems.

* One space heating system.

* Three combination space heating/ventilation systems.
* Two ventilation systems.

* One electronic controller.

The Company also publishes and sebsnall collection of manuals anhpersrelating to its
technology. However, since the Company has placedaliection of manuals angapers on its
World Wide Web sitdor free distribution, sales of thedéerature productshave declined. The
Company’s strategy witthe literatureproducts was to offsgtart of thecosts ofeducating the
public. Towardsthat extent,the “literature” strategyhasbeen asuccess, which is noweing
handled almost exclusively by tl@ompany’s welsite file transfers. People from around the
world now have access to an abundant amount of free information abou@dhgany, its
technologies and its products.

At June 30, 1999, the Company’s web site consisted of over 450 html pages (hypertext markup
languagebrowser pages) whickither present company informationlead thebrowser tomore
in-depth information. The Company’sinternet site is over 20 megabytes size, which is
considered large for a business web site and includes over 39 downloadable Acrobat PDF (portable
document)iles. These files include th€ompany’s comprehensive 1pagePCS1 PooHeater
Technical Manual, the Solar 95 Technical Paper and even an independent marketing report written
by a MBA student. It isthe Company’s strategy tdocate all public information about the
Companythat it can orthis website or at least linked to thiseb site. Exceptions, afourse,
would be trade secrets and other confidential non-public information.

The Company’'sSolarAttic® pool, space heatingGB-Series combination space heating-
ventilation, ventilationsystems andhe SAVCO02 electronic control are existipgoduct lines,
which are in limited production at this time. Through Ju889,the Companyhas sold over 285
pool heatingsystems to customers in 3Mifferent states. The Company believethat the
combination of these product lines will yield a manufacturing operation affecigchally by
seasonal cycles.

The following graphic illustrations dhe Company’s technologwre designed to present the
conceptuabasis forthe Company’s solaheating and ventilatioproducts. The attic-basedolar
heatingsystems useither an “air-to-liquid” or an “air-to-air” heagxchanger. The attic based
ventilation systems are simple fans or centrifugal blowersected to th€ompany’s proprietary
perforatedduct. The conceptuagjraphicsare accompanied by actyaictures,specifications and
sales literature benefit messages of the different products where appropriate.

The first product developed [§olarAttic is aswimming poolheater thatusesforced air
convection technology to capture taftic air (heat) and transfer it to swimminmpols. While the
swimming pool is heated, the house is cool&ébe pool heater is a simple radiator concept inside
the attic,which worksopposite ofthe autoradiator. The solar energy dynamicare astonishing
with a $11 electric bill to run SolarAttic's heater typically replacing a $200 natural gas bill.
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Swimming Pool Heating Systems: The “SolarAttic Pool Heater”

1. PCS1 Manual SystemA basic system with no automatic controls.
Note: PCS1 is an acronym that stands€ool ConvectionSysteml

2. PCS1 Auto System:An automated system with electronic solar controller that
automatically activates the system when heat is required and solar conditions are met.

3. PCS1 Auto Plus System: An automatedsystem with solar controller to
automatically activate the system when heat is requiredvaed solar conditionare met.
This system also includes a flow revergalve which routesheated water ughrough the
pool’s floor drain rather than returnifgeated watethroughthe pool’s returnlines. This
feature helps keeghe pool temperature uniform from bottom ttee top, and substantially
reduces the pool’'s overall heat needs.

The Company believes (based on its studies and custesmonses}hat its pool heating
systems offer the following key benefits to pool owners:

* Average monthly operating cost of as little as $11.

* Significant reductions in air conditioning costs by elimination of attic heat.

¢ The utility cost savings will pay for the system in many instances.

* There are no aesthetic problems caused by roof or yard-mounted solar panels.

Roof & Attic PCS1
—T 1
Pump Filter Valve
| POOL '

Figure 1. Swimming Pool Heating Concept
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The “SolarAttic Pool Heater”

SOLAR Without PANELS
U. S. Patent 5,014,770

DESCRIPTION OF OPERATION: Solar radiationbombardsthe house’s roofstructure
throughoutthe day. The roof itself functions as a “massive solar collector.” Safadiation
reaches thattic through a processalled“conduction.” The atticfunctions as a storage ahdat
transfer area. The PCSL is physically located insidattiveand thentransfers this solaadiation
from the attic air into the swimming pool’s water through a process called “forced air convection.”

FULL AUTOMATIC OPERATION: Is achieved with the optional LX220 contrdlVhen the
attic is eight degrees hotter than il andthe pool needs heathe LX220 automaticallyroutes
water up to the PCS1 and turns it on. It can even synchrtin@p®ol’'s pump by turning it on at
the samdime. Temperaturesensors sendbe pool andattic temperatures, anghaximum heat is
then extracted automatically. Tip®ol owner simply setthe desired thermostat setting on the
LX220. Flowreversal™ can substantially reduce pla®l’'s heat demand bgllowing theheat to
rise fromthe maindrain. Flowreversal™ is a trademark bfark Urban, Tustin, California. A
pool blanketcan beused wherthe pool is not in usdhereby minimizing heatbbssescaused by
evaporation (60%).
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PCS1 SPECIFICATIONS:

* Pool Sizes: Up to 1000 square feet or 35,000 gallons
» Up to 70,000 gallons with FlowReversal™ valves

* Nominal BTU Rating: 60,000 BTUs/hour ®32°F
I.E. Pool water input 72°F & Attic’s Peak @ 104°F

* BTU Transfer Range: 20-150,000 BTUs per hour

* Attic space required: 3 ft min height to peak; and,
square ft of attic equal to or greater than pool sq ft

* Attic access: Fits through standard 24" o.c. trusses

* Minimum access opening recommended: 21"x 31"

» Can be disassembled for smaller access openings

* PCS1 Size: 33"W x 30"H x 18"D

* PCS1 Weight: 135 pounds

* Shipping Crate Size: 42"W x 38"H x 24"D

* Shipping/Crated Weight: 246-253 pounds

* Power: 220 vac 1.8 amps @ Full Load

* Operating Cost: $5-11 per month @ 9¢ per KW/hour

» U.L. Listed: Coil, Motor & other components

* Plumbing: 1 1/2" or 2" PVC typical

* Pressure Drop: 4-6 PSI typical

* Air Flow Rate: 2500 SCFM

» Water Flow Rate: Range 15-80 GPM

» Optimal Water Flow Rate: 45-55 GPM

* Modes: Manual Off & On

» Optional Automatic Operation: LX220 control

Space Heating Systems: The “SolarAttic Space Heater”

1. SolarAttic Space Heater — Model BD465. This heatingsystem takes warrattic air
and distributes it into living spacéisat neecheat. The system is automatic, providirtgeatonly
when attic heat is available and when it is required in living space.

The SolarAtticSpace Heater (BD465) is comprised of a simple blower and plenum assembly
that mounts at the apex of the attiErom this locationthe fanautomaticallydraws in warmattic
air. Oncedrawninto theblower, the warm attic air isredistributeddown into thehouse’sliving
spaces via flexible ducts and ceiling diffusers designed for space heating purposes.

When this system operatdBe main heatingsystem operates in a limited, backopde,
providing additional heabnly when necessary.The SolarAttic space heater is fully automatic.
The Company believes its space heating technology both residential andcommercial
applications. The original West Virginia manufacturer reported several commercial installations.

The Company believes (based on custamsgponsesdhatits space heatingystem offers the
following key benefits to homeowners:

* Reduced annual home heating costs (15 - 25% reported in Ohio-West Virginia).
¢ Complete kit weighs only 32 pounds and is easy for do-it-yourself installation.
* Maintenance free simple energy saving technology.
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Figure 2. Space Heating Concept

The “SolarAttic Space Heater”
Benefits

* Whenever the sun shinesHeat energy builds up inside your attic -- even on winter days
with chilly temperatures outside. The SolarAttic space heater takes this free renewable solar heat
from the peak of your attic and supplies it to the interior of your home.

¢ Fully-Automatic. All you do is set the room thermostat. When attic temperatures exceed this
setting, the heater turns on automatically. When the room reaches the desired temperature, the attic
heater turns itself off automatically.

* Renewable Solar Energy.When you use attic heat to supplement your central heating
system, you save heating costs. Plus, you get the satisfaction of conserving natural resources and
using renewable, solar energy.

¢ A Complete System.All the components you need are included with this kit. Do-it-
yourselfers can install the system with the help of our easy-to-follow installation manual.

* 100% Performance Guarantee. SolarAttic Space Heaters are guaranteed for two full years
to reduce your home heating costs. If not, we will buy it back. All you need is a sunny roof and
to follow our simple installation instructions.

Use the SolarAttic Space Heater to supplement your home’s conventional heating
system and reduce yearly heating costs!

An estimated®?00 ormore space heatingystems were sold bthe original West Virginia
manufacturer into 10 or more states. No original manufacturing reagrds/ailable sthis is the
Company’s best estimate based on conversationsthw@timventor and the originahanufacturer.
SolarAttic has sold several units since acquiring the technology and inveffioeyremaining and
original space heater inventory of 85 units is in fair condition and has been repackaged.
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The SolarAttic Space Heater —
Fast Payback at Only $815.85!

Hardware

-

The SolarAttic Space Heater.
A complete system kit.
Pl ginii ."';:C:i-e't|'|'||'||].-
. Blower Motor
LAt Thermaostat
. Boom Thermostal
. Flexible 4" insulated duoct (530 feet)

Specifications lor Model BI) 465
= Heats Up to 4 large rooms

# Minimum Attic Space: 450 Sq R

* Internal Damper

# 115 vac 560 Hz

* Shaded Pole Motor

+ 2.9 Amps Full Load Current

L o bk [l

# Aatomatic Overload Protection 6. Ceiling Air Diffusers (Qty 4)
= Automatic Motor Thermal Reset 7. Ceiling-Duct Beducers ((ty 4)

= Weight: 40 Ihs Shipped

= Shipping box: 33 x 12.5x 12.5"
= 28" Mominal Stat Pressune

= 465 Free Air CFM

+ 350 Mominal Operating CFM

= | 530 RPM @ Free Air

= hdotor UL E37T403

* Motor UsA 646

Daffuser filters
Assembly Hardware
Electrical Hardware
Heat Barner Curiain
Installation Manual
Operating Guide

FrE g TR

SOLAR Without PANELS
U. S. Patent Re. 32,607

The current space heater inventory is being sold at the closeout B2890fThe Company is
in the process of redesigning this product for use with its 3&8WC02 electronicontrol. When
the remaining inventory isold, the Company will end the production of tB®-465. However,
the Company will produce a more advanced version of the SolarAttic spacetha@aterorporates
the Company's new duct and electronic control technology.
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Product Performance Guarantees

The Company offers 100% Performance guarantees on all of its prodihetswimming pool
heater has had a 100% performance guarantee since 1991. To date, few chsteenexsrcised
any rights under this performance guarantdée Company believethat theenergy dynamics
involved are s@rofoundthatmost customers wilhotice immediateesults fromthe Company’s
products. For example, a Tennessee customer reporigurgdiatereduction 0f18% inoverall
energy consumption after installing tG@®@mpany’s pool heater. This custonuses éheatpump
to air-condition his home and statesviies not previouslyheatinghis pool. The net reduction of
energy costs are the direct result of glo®l heater economicallyransferringthe attic heainto the
swimming pool [and simultaneously cooling the home].

Literature Products

The Company reproduces and seltsmall collection(10 titles) of technicalmanuals, reports
and “how-to” booklets that addrese Company’s technologyThe placement of these materials
on the Company’s web site for free non-commercial use and distributisulbstantially reduced
the sales of these literature products.

Product Cycles

While each individual product line, in itself, may have its seasonal cycles, the combination of all
product lines is expected to allow the Company to operate a fairly consistent and non-cyclical
overall manufacturing business. However, no assurance can be givie thampany’s strategy
will be successful and that the Company will develop a non-cyclical or non-seasonal manufacturing
business.

Expanding Space Heating Concept

As the Companwas developing itsnew duct technology, itbecame readily apparent some
engineering tests that the duct could greatly enhance the efficacy ofhgadicey. This wathen
coupled withthe idea of venting thattic in off-seasons. |.E. - Ithe winter and summerhen
attic heat might not be available (winter) or even wanted (summer). The GB-Series was born.

New Duct
Technology

GB Series
N . —=

Moist Winter Air
Hot Summer Air
Vented Outside

Roof & Attic / \

Warm Air To Living Spaces
In Fall and Spring Seasons

Figure 3: GB-Series Space Heating
& Ventilation Concept
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The GB-Series Product

The threeGB-Seriesspace heating / ventilatiogystemswill also take warm attic air and
redistribute it back into living spacéisat neecheat. Thesesystemsare automaticproviding heat
only when attic heat is available and when it is required in the living space.

However, unlike theSolarAttic Space Heatdlodel BD465, which islimited to heatingyour
house,the GB-Series haghe Company’s newduct technology built in and deployed which
improvesthe efficiency of theattic heat collectiorand air transfer process. The GB-Series
products also have an internal damper that switches automatically from heating to ventilg@bn so
your attic is also automatically vented when needed.

The GB-Series provides for an expangledr around operation insidee attic bycombining
two of SolarAttic’s proprietary technologies and patents. During the fall and springfiekeitic
heat is available for the home, the system automatically collects thisefaé@nd moves it into the
living space. Irthewinter, whenice damsare aconcern,the system willautomatically vent the
attic to equalizéboth moisture and temperaturett@t of theoutside ambient. In theory, such
winter ventilation will eliminate the poor attic ventilation issue that contributes in large extent to the
build up ofice dams. Inthe summer, wherthe atticbuilds up excessive amounts of heat, the
system will then automatically vent the hot attic air to the outside. No salles GB-Serieshave
occurred and the product is still in its final prototype stage.

The Company believdkatits GB-Series products offéhe following key benefits tchome
owners:

* Reduced annual home heating costs (15 - 25%).
Reduced summer air conditioning costs (15 - 30%).
¢ System is easy for do-it-yourselfers to install.

* Maintenance free simple energy saving technology.
Year around controlled attic ventilation.

GB-Series product uses new duct technology.
U.S. Patent 5,746,653

The above section of perforated dattached to aGB980 product for displayurposes
illustrates the Company’s new duct technology. Cloglddlower unit (rightend), the duct has
an “open air flow through area” that is smaller due to the pressure at the bldawever, as you
progress down the duct (moving rightlédt) the duct’s “openair flow througharea”increases in
size. The increasing area compensates for the pressure losses along the duct. This tdlbes
collected evenly all along its length. The duct above has been cut to show the increasing open area.
It is not a picture of the actual duct used with the GB-Series product.
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The “SolarAttic Space Heater & Ventilator”

SOLAR Without PANELS
U. S. Patents Re. 32,60&nd 5,746,653

The above parts phoshhowssome basic attic-to-honeeiling installationhardware. Not all
parts showrareused or supplied. Not shown: &iating ducthardware. ShownCeiling air
diffusers, filters, thermostatdlexible insulated duct & othehardware. Aflexible attic air
collector duct (illustration shown on the previous page) is perforatedllézt air evenlyall along
its length. It simply unfolds and is hung at #iéc’s peak. Oneend isattached to th&B-Series
air-moving unit shown above and the other end is capped (closed-off).

Automatic Operation

Spring and Fall: When theattic temperature is greater th@A°F and thehousethermostat
creates a heatemand, warm soldreated attic air is collectethd routed back into thieouse to
reduce space heating costs.the Summer: When the peak atttemperature exceed95°F and
there is no houskeatdemandthe attic is automaticallyented to remove excebgatand reduce
air conditioning costsDuring the Winter: Whenattic temperatures aressthan28°Fand the
attic humidity is greater thaB85% RH (relative humidity), the attic is automaticallwented to
remove excess moisture and preveatdams inthe winter. Between28° and60° F, the attic is
ventedcontinuously. The Company believethis is anarea of"thaw" that contributes to the
formation of ice-dams60° F attic temperatures are easily reached in $peing when outside
ambient temperatures exceed 32° F. The winter ventilation cycle begins wisticthrst reaches
28° F (winter defined) and ends when #itic reache$0° F (spring defined). Onceinstalled, the
user only sets the inside house thermostat. It's that simple! All parts are warranted for 36 months.
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GB-Series Provides Benefits All Year

The GB-Series product providesontrolled attic ventilation in the Winteand Summer and
eliminatesconcerns about major structurdamage caused bgxcessattic moisture and heat.
PLUS - IT SAVES you money nine months ahe year by reducing space-heatcasts in the
Spring and Fall and reducing cooling costs in the Summer.

The Seasons & Benefits GBSpecifications: GB980/GB495/GB465

Winter Air Mover Dimensions: 36"Hx14"Wx18"D
Minimum Attic Space Sq Ft: 800/400/400
Collection Duct Length Feet: 25/25/ 15
Maximum Rooms Heated: 6 /4 /4
Nominal Static Pressure Inches: .50/.50/.28
Nominal Operating CFM: 730/ 430/ 350
Free Air CFM: 980 / 495 / 465

Free Air RPM: 1050/ 1570/ 1530

Power Required Volts AC: 115/ 115/ 115
Power Required Hertz: 60/ 60/ 60

Full Load Amperage: 6.80/3.25/2.90
Nominal Rated HP: .25/ .10/ .07

Rated Watts: 455/ 225/ 175

Shaded Pole Motor: Yes/ Yes/ Yes
Overload Protection: Auto / Auto / Auto
Thermal Reset: Auto / Auto / Auto

Motor UL Listing: Yes/ Yes/ Yes

Motor CSA Listing: Yes/ Yes/ Yes
Internal Damper: Yes/ Yes/ Yes

m Eliminates excessive attic moisture
m Prevents ice dams from forming

Spring

m Provides free solar heat for home
m  Reduces home heating costs

Summer

m Eliminates excessive attic heat
m Reduces air conditioning costs

Fall

m Provides free solar heat for home
m  Reduces home heating costs

Save $3$ Damper Defaults To Vent: Yes/ Yes/ Yes
Attic Temperature Sensing: Yes/ Yes/ Yes

m  Provides controlled ventilation Attic Humidity Sensing: Yes/ Yes/ Yes

m Eliminates need for roof vents House Heat Thermostat: Yes/ Yes/ Yes

m  Reduces burning of fossil fuels Weight Lbs: 103 /93 /90

m  Full Automatic Operation Shipping Weight Lbs: 138 / 123/ 115

m Easy To Install

m  Simple To Use

m Fast Payback

Specifications Subject to Change

The above thre€B-Series producspecifications are subject to change withoatice. This
statement is true for all of the Company’s product specifications.

Product Warranties

All products are accompanied by a limited warranty of 36 months in additiba @mpany’s
100% Performance Guarantee. It covers parts and manufacturing workmanship.

SolarAttic's Alternative Energy Technology,
It's Easy-to-Use & Easy-to-Understand!
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Features & Benefits

The Company believes that all of the features and benefits listed in the product specifications and
descriptions disclosed hereare accurate. However, due to theCompany’s limited market
exposure with these products and the preliminary nature of some offtiisation,there can be
no assurance of 100%ccuracy in the features and specificationghat all of thebenefits listed
will actually be realized.

Final Assembly & Test

The Company receives fabricated sheet metal products and other parts and pesicattg a
final assembly and test of ipgoducts. Some dhe parts usedre off the shelfitems andothers
are manufactured to thi@ompany’s specifications. Some paate accompanied by manufacturer
warranties similar to those offered by the Company on its assembled products.

A Modular Attic Heating Concept

New Duct Hot Water Add
Technology On Module

GB Series

Moist Winter Air
Hot Summer Air
Vented Outside

\\\\\\\\\\

Roof & Attic / \

Warm Air To Living Spaces
In Fall and Spring Seasons

Figure 4. Modular Space Heating, Ventilation and Hot Water Concept

The above graphghowsone technological directiotmat theCompany’s productare headed
in. That is one of a modular approach to assembly. Every componihet abovesystemcan be
thought of as a module quiece of an ever-enlargingroduct with ever increasing features and
benefits. The systems can be built in a modular and uniform way to increase economies of scale in
the manufacturingprocess. The BD465 space heater cslmarethe same cabinetssembly as the
GB-Series for starters. Then, the product could be assembled with the following variations:

SolarAttic Space Heater

SolarAttic Space Heater with Ridge Duct for Improved Efficiency

SolarAttic Space Heater with Ridge Duct & Semi-Automatic Ventilation
SolarAttic Space Heater with Ridge Duct & Automatic Ventilation

SolarAttic Space Heater with Ridge Duct & Automatic Ventilation & Hot Water

The GB-Series ithe Company’s firstattempt at anodular product constructiothat affords
several different product variatiossich aghe use ofdifferent blowers withdifferent air moving
capacities. Design of the hot water module, as an appendage, hasn’'t been addressed yet.
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Hot Water Module

The issue oheating hot water ashown inthe preceding graphic is covered by three of the
Company’s patents. Hatater ranges from just a summissue of a few months ioolder
climates to yeaaround possibilities depending upgeographical location. Ithe Minneapolis
area, it is estimated that such a hot water module would be productive for 5-7 months of the year if
used in arenvironment where a well arelectric hot water heater ardeployed. Forfurther
discussion, seeMARKETING AND SALES” & “RESEARCH AND DEVELOPMENT.”

The SolarAttic Ridge Ventilator

Looking at the ventilation issue more closely, the Company dettided ventilatiorsystem in
and of itselfwould be very useful and marketabl@here is noneed, for example, taouple
venting theattic with space heating or hot watkeating. Venting theattic, in fact, is amore
universal application. All homes could use sugbr@duct. Not justhe homes of those who are
environmentallyconscious. The SolarAttic Ridgeventilator conceptvas born. Iteliminates the
need for roof vents and for the first time in history provides control over attic ventilation.

New Duct
Technology

Year Around
Controlled
Ventilation

Ridge
entilator

‘\\\\\\\\\\\\\\
T———————.

Roof & Attic

Figure 5: SolarAttic Ridge Ventilator Concept

The above graphic shows the SolarAttic Ridge Ventilator concept which is simply arfiareor
centrifugalblower assembly coupled withe Company’s proprietary perforatetiict technology
and the appropriate controls. Like #B8-Series product, itan be modular andffer adomestic
hot water heating module as an optional attachmentobA&tousengineering questiomay arise.
Wheredoesthe makeup air come from? It contbsoughthe traditional eaveents. Inhomes
without eave vents, an appropriate sized opening mustelaged to allow air intake into the attic.
This opening could also be a gable vent that is already in existence.

The Company's duct technology disclosed iB. Patent5,746,653 isvery flexible innature.
The Company isiow using a non-insulatedrcular mylarduct, which isreadily available. It is
supplied in standard or custom duct lengths aravasiable in different diametetgaving a variety
of airflow rates. The Company has developed a proprietary computer pribgtespecifies where
to perforate the holes and what their size needs to be. Curtbetiguct ishand perforated based
upon the computeprogram's instructions. Howevethe Company believethat this can be
automated. The&Company'stechnology allowsfor the use of anygeometricshape such as
triangles,rectangles osquares. Materialsfor the duct arealso flexible andcan be anymaterial
suitablefor use in attics. Waterproofed or coated cardboard could provmea low-costduct
when punched in a flat position and then folded into a square, rectangle or triangle on installation.
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Systems Solution To Attic Ventilation Problems

The initial price for a fully automatic (year arouethperature and humidity contr@plarAttic
Ridge Ventilator with a nominal900 CFMair flow rating and a 25 foot standard dues set at
$599.95 wholesale. The question has been asked: “Why shouldn’t | just put a $3¢héagadtie
of my house?” Or;Why can't | just install aroof mountedpower exhaustan? What's the
difference?”

Ignoring the fact that these other products have been available for years and buildings still suffer
from poor ventilation, the answer riglatively simple. The SolarAttic Ridge/entilator is thefirst
attic ventilation product thgirovides a systems solution dtiic ventilation. The key factor is the
new duct technology. Stretched aldhg attic’'sapex,the duct collects air eventrroughout the
attic. Power roof vents do not. The Company believes it could take several power roof vents to be
as effective as thEompany’s Ridge VentilatorThen there are thissues ofcontrol technology,
aesthetics, holes in thieof, etc. The Company’sSolarAttic RidgeVentilator provides a systems
solution to attic ventilationproblems. The Company believethat the technology is easily
adjustable and adaptable to any conceivable building structure. And, the Ridge Ventilator, because
it is in the attic, eliminates the need for roof holes or roof vents.

Control Technology

Initial controls used in the SolarAfficRidge Ventilator were off-the-shelfnechanicablevices.
The humiditysensorhad a lower operatingmit of about50° F. The mechanical temperature
sensors used had broddadbands before switching wittelative accuracy limited to 2-4° F or
even higher. While these devices were useful initialllhe Company recognized their inherent
limitations and has now developed a custom electronic carallel the SAVCOZor use with its
products. This newontrol includes an electronic humidisgnsorthat has a broademperature
operating range and an accuracy rate of RHi° Italso has a highlgccurate temperatusensor
accurate to £ 1° F for better temperature sensing. This was a high priorition#eelCompany’s
products. The Company believes that, having reached this control objective, that dehaitiae
market advantage in high-end ventilation systems.

The SolarAttic Ridge Ventilator

SolarAttic’'s new duct technology at apex of attic.

High-End Product

The Company's Ridge Ventilator is a high-end ventilation product and is designed to compete
against continuous ridge vent systems and other high-end ventilation products. It is not designed
to be competitive with $39 roof fans that do-it-yourselfers would purchase at a Home Depot.
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Description of Ridge Ventilator

The SolarAttic Ridge Ventilator is designed for controlled ventilation of the attic. Hlsarbe
used to collect attic heat and to redistribute tigiat to anothelocation. Unlike simpleoof fans,
the ridge ventilatoprovides a “systems solution” the problems encountered in attics. dibes
this by using a patented custom duct technology that allows for the even colledtiest efong its
length. SolarAttic owns 100% ofthis newtechnology represented Wy.S. Patent5,746,653.
Now, for the first time in history, proper ventilation of the attic is no longer guesswdr&.ridge
ventilator eliminates the need for roof based passive vents (holes).

SAVCO02 temperature & humidity control.

The electronic control senses the temperatures of 28°7@0nd 105°F. Whethe attic peak
temperaturalrops to28°F the first time, a winter condition isensed anthe control activates its
humidity sensor. The attic is then vented wheneskative humidity exceeds @eset (adjustable)

%Rh (factory set to 35% Rh). Between 28° F and 60° F (spring), the attic is vented constantly. As
an alternative, the SAVCO02 can also be set to the manual-on positidheanehtilatorwould then

simply vent constantly regardlesstemperature ohumidity. This could be useful in prolonged
extreme subzero weather conditions. WHhenatticreaches 60°F, the SAVC@2opsventilation.
Ventilation, then, only occurs when the attic temperature exceed9E setting. The SAVCO02

control provides for fully automated year-around ventilation.
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Manual or Automatic Ridge Ventilator

SolarAttic Ridge Ventilators are complete with an in-line fan or centrifugal blowenoniinal
900 cfm @ free airwhich ismatched to a 2%oot length of custom perforatet?-14" circular
mylar non-insulated flex duct. Includes end cap and gable mounting flangautdh@aticsystem
operates on temperature and humidity settiogsyear aroundautomatic ventilation of the attic.
The manualsystem allows for user supplied controls. Purchaser is responsible for proper
installation and compliance with applicable codes.

Model 14-900 Ridge Ventilator Specifications

*Nominal air flow: 900 cfm *Distance To Air Discharge: 10 feet max
*Blower: Inline 14" Assembly *Power Requirements: 115 vac
*Blower Motor UL File: E-59097 *Full Load Amperage: 1.9 amps

*Fan: Axial In-line 12" Diameter *Operating Current: Nominal 1.5 amps
*Duct Size: 14" Non-insulated Flexible *Automatic or Manual

*Duct Length: 25 feet (standard) *Optional: Custom duct lengths

*Air Discharge Method: Gable (typical) *Optional: Custom discharge methods

Benefits Of SolarAttic Ridge Ventilator

Once the product’s potential is fully developed using custom electronic controls with robotic or
automated perforation of the flexible duct, the Company believes that the main benefits of the
Ridge Ventilator technology will be realized. The Company believes these product benefits are:

m Eliminates Ice Dams

m Reduces Air Conditioning Costs
m Eliminates Roof Vents

m Extends Roof Life.

First Installed In New Energy Home

The abovephotos are takenfrom the Company’s August 199Ridge Ventilator system
installation in the Energy Home | located in Bkver, Minnesota55330. This isthefirst system
installation. This energy home is a joint project of Energy City &bler), Energy Alley (a
project of the Minnesota Environmental Initiative) and tBeburban Northwest Builders
Association of ElkRiver, Minnesota. SolarAttic hasbeen activelyinvolved in EnergyAlley and
Energy City helping to direct this project and others which are designed to promote efficisgyt
and renewable energy technologies (EERE). More information on Energy Alley, Energy City and
the new Energy Home can be foundret Company’s Worldwide Website. The Company has
received some significant initial product exposure as a result of participating in this project.

Initial State Fair Sales

The Company first introduced its Ridyentilator product duringthe 1997 Minnesota State
Fair. As a resultseveral systems weranitially sold. The product conceptvas received
enthusiastically by fair visitors artle Company believabatits RidgeVentilator will do well in
the market place after it is placed into full production.

Current Status

The Ridge Ventilator isow availablefor purchase.The Company isiand producinghem in
limited quantities as requested. SolarAttic believes that it will need to busldOiquantity lots to
produce this product at a reasonable cost.
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"A SystemsSolutionto Attic Ventilation"
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A new solid statdemperature and hudity
sensor comewith the SAVCO02 and is placed it
the attic'speak. It simply plugs into the side [bf
the SAVCO02. There are no complicatedntrols
to operate or settings to make. Simply plug [ihe
control into a 115-vac source and plug the R{lige
Ventilator, Space heater or the combinationit
into the control. Everything is fully automatic!

115 vac @ 10 Amps Max current output
Can be used with existing attic fans
Temperature sensing -40° F to +150°F
Humidity sensing 0-50% Rh @ -40 to 185
GB-Series comes with house thermostat

SolarAttic's SAVC02Control—Makes Existing Attic FansSmart

The SAVCO02 has been designed to work with existing attic fans. It can directly power up to 10
amps of current at 115 vac. Larger amounts of currents and 220 vac fans can be powered by using
relays to amplify the power output of the control. SolarAttic's nemtrol makesll existing fans
smarter by allowinghem tousethe Company's newproprietary ventilationtechnology. The
Company believes that this compatibility will broaden the market appeal for its technology.

Other specs include the following: Winter vent condition is se8°aF; Summer vent condition
is set atl05° F;Excess humidity vented @8° F and below wherhumidity exceed85% Rh;
Summer heat is vented above 105° F; Winter ventilation occurs280rR - 60° F ifwinter is set;
GB-Series heat sensing and buildup allowed at 60° F; GB-Series heat available from 70° F to 105°.
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The SolarAttic Hot Water Heater

New Duct

Technology Hot Water

Module

Attic Air
Discharge

Roof & Attic

Domestic
Hot Water

Figure 6: Domestic Hot Water Heater Concept

SolarAttichaspatented the heating of domestic hot watsing solargenerated hodttic air.
Three of theCompany'spatents apply to heating hot water.S. Patent5,014,770; U.S.Patent
5,452,710; and U.S. Patent 5,746,653. All three patenteemnaologypatents. In combination,
they provide thebasis forcreating asystemthat provides freedomestic hotwater. Insome
geographicalreas, thixan be a significantnarket. The Companyhas already received many
product inquiries regarding this new hweater technology and believes therestsong market
interest for such aroduct. To datethe Companyhas not hadhe resources t@omplete the hot
water products. Se®IARKETING AND SALES” & “RESEARCH AND DEVELOPMENT.”

Limited Power Consumption; PV Cells

Two amperes otlectricalcurrent or400 watts of power fothe pool heater appears to be the
typical upper limits of current angbbwer consumptiotthat SolarAttic isusing inresidentialattics.
The exceptionwould be alarge space heat&lower unit moving more volume dir in larger
homes. For the ridge ventilator and domestic hot water heater, 1 1/2 ampeleztrichlcurrent
and 180 wattsnaximum ofpower wouldappear to be the normal expected maximum energy
consumption. This lovamount ofelectricalcurrent andpower consumption allowSolarAttic’s
systems to be easily powered by photovoltaic cells (PV Cells).

The Company believes that its future systems will provide free space heatimpnfiestic hot
water heating and free ventilatisshen powered with PV cells. Free in tlusntext means free
from any utility company power connection and/or energy consumption (monthly cost).

Warranty Costs; Additional Product Information

The Company has had no significant product warreogysrelated to any of itproducts and
does notmaintain awarranty reserveinventory orbudget. Warranty costs wouldinclude parts
replacementservice, etc. Additional product information isavailable on thdnternet. This
includes a comparison to solar panels and full-page product testimonials from setisteders.
SolarAttic's technology is not a panacea that eliminaltesolar panels.There are certainases in
which solar panels might be more effectivdowever,the Company believebat in the majority
of competitive solar situationghatits productswill be preferred specifically because there are no
solar panels. Other product information may be found at http://www.solarattic.com/products.htm.
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MARKETING AND SALES

In General. Many of today’sheatingsystem consumeiae concernedith the impact their
heatingsystemmay have on thenvironment. The Company believethat this concernfor the
environment creates a market receptive to environmerstallpd,renewable energgources such
as its products anttaditional solar heatingsystems. One barrier to market acceptancghich
traditional solar heating systems have encountered, is the necessity of instdilinganels. The
Company believes and market information indicdkeg more heatingystem consumers would
purchase solar heating systems if such systems did not require usstaltsolar panels—which
have been calletugly and obtrusive” by some&onsumers. The Company’s technology and
products provide solaheat without panels andhus, the Companybelieves, will resolve
consumersaestheticconcerns and overcontee market barrier encountered by traditiosalar
heatingsystems. Market data indicates thawver 90% of solar panels sold for use tiermal
heating applications are now used to heat swimming pools. Aesthetics are a major issue.

MARKETING
The Swimming Pool Heater Market

Based omata in al987 industry study sponsored the NationalPool and Spa Institute, the
Company estimates the swimming pool heater market to be at least $195 Million at retail.

Estimate of Annual Pool Heating Market
(In millions of dollars)

Type of Heater] New Pools | After Market* Total Market Share
Gas $41.9 $60.6 $102.5 52.6%
Solar Panels 20.5 29.8 50.3 25.8
Heat Pumps 8.3 12.0 20.3 10.4
Electric 6.1 8.9 15.0 7.7
Fuel Oil 2.8 4.0 6.8 3.5
Totals $79.6 $115.3 $194.9 100.0%

* Pool heaters sold after the initial pool purchase.

Estimate of Annual Pool Heating Market
(In units sold)

Type of Heater] New Pools | After Market* Total Market Share
Gas 42.340 61,262 103,602 74.4%
Solar Panels 6,849 9,917 16,766 12.0
Heat Pumps 2,366 3,428 5,794 4.2
Electric 4,234 6,167 10,401 7.4
Fuel Qil 1,121 1.600 2,721 2.1
Totals 56,910 82,374 139,284 100.0%

* Pool heaters sold after the initial pool purchase.

The majority of pool heaters sold are fueled either with natural gas or pggmngolar panel
systems rank second, bothterms of dollar volume and unis®ld. Lesghan half(43.4%) of
new pools built come equipped with pool heaters, whiely explain the large number of heaters
that are sold in the after market (after the initial swimming pool is purchased).
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The Company’s owmnarket research regarding residenpabl heatingsystemsreveals the
following factors: A) Pool owners object to the high castsociated with heating their swimming
pools. B)Most homeowners don’tike the appearance @olar panels and son@mmunities
object strenuously to solar panel systems. C) Consumers are looking for ways to save money. D)
Consumers are interested in environmental and health-related issues. E)MERCochemicals,
which are used in pool heat pumps, are an environmental problem and the useabfeimisas is
being phased out internationally. G) Concerns over air pollution is causing some Cdbftaieia
to require theuse of solar energy for pool heating. H) Higher energy faetl taxesmake
renewable solar energy more attractive. 1) Restrictive building covenants in various locales prevent
the use of roof-mounted solar panelBhe Company believebatits products respond favorably
to each of these factors.

Poolsare frequentlysold withthe idea that no heaterisquired. Generallyspeaking, a non-
heatedpool, with few exceptions, hakmited recreational value t@s owner. Innortherntier
states, for example, a pool owrmonly depend on approximatetwo weeks inthe middle of
summer when the pool will be warm enough for swimming (80-84° F) without a pool heater. This
may be another reason for the high level of after market sales of pool heating systems.

Seasonality

The Company estimates that the SolarAttic Pool Heater can operat@rdrto September in
Minnesota. Longer operatingeasonsexist in more temperatelimates. In South-lorida, for
example the Company believes ifsool heater could besedyeararound, especially if the pool
owner has a spa attached to the pool. Accordimgadketdata,approximately25% of new pools
may have attachespas. Inthese installationsyhenheat isnot required fothe pool in the hot
summer, it can usually be used for the spa since spa water is typically kept much warmer than pool
water.

The Space Heating Market

The globalmarket for solar space heatingsystems issubstantially under-addressed and
undefined. Solar space heating data is sparse and confined only to solaafemelAs such, the
existing data for solar space heating is not meaningful t€tmepany. The Company believes its
SolarAttic space heater represents a significardly productcategory in both solar spabeating
and conventional space heating markets.

The Water Heating Market

According toManufacturingU.S.A. (1992), U. S.manufacturers of hot water heatestsip
over $393 Million worth of electric hot water heaters annually.

This is the market the Company has targeted to introduce its domestic hot waterslystging
into when it becomes completed. When used in concert with an electric water heater, the Company
believes its water heating system will lower the costlettric domestitot water. The Company
believes that this reduction in electric hot water heating costs can be dranthtitay exceed 90%
in certain situations.The Company believebat thecost savings possible witlectrichot water
heatersdoes notexist with gas heaters. However, thie Companysucceeds in substantive
reductions in the cost of heating water electrically by using hot attic airghegady),the Company
feels thatthis could be amttractive alternative tgaswaterheaters. Consumetsave expressed
concerns abouhe explosive potential afsing gas heaters. the economics ofising the two
heaters could be equalized, the resulting market forces may cause a paradigm shift.

If the Companysuccessfully develops its domestic hot water he#tter, domestic hot water

heatingsystem will beeffectivefrom only a fewlimited months of operatiofestimated to range
5-7 months in Minnesota) to possibly year around (as in some areas of Florida).
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In Minnesotaandother colder climates the domestic hot watsystem wouldbegin to preheat
water in the Spring (March-April). As the ygarogressesthe Company expects its domestic hot
water system would provide a substantial part of, if not all, of the domestic hot water heating needs
for the typical home. This could be expected dutirgmonths ofMay to September.Sometime
in September or October, the heater would fall back to a preheat mode. By November and through
the months of Februarythe system wouldfall back on theelectrical heating elements normally
supplied in an electric domestic hot water heater.

In Floridaandotherwarmerclimates theresults could be year arouhéating of domestic hot
water. Such a system may see very litlle back onto the electrical elements of the electnater
heater. The system could conceivably function withoetectrical backup altogether and be
powered exclusively by PV (photovoltaicklls. In such casdtee domestic hot watewould
become a reality. SEBATENTS & INTELLECTUAL PROPERTY”and“PRODUCTS.”

Regardless ahe geographicaarea,the Company believethat, whenthe SolarAttic water
heater is used in concert withtraditional electrichot water heatethe combinedesults will be a
significant reduction in the costs of heating hot water with electridtectric domestidhot water
tankstypically havetwo 4500-watt elements, whiatould turn on consuminglectricalenergy at
the rate 09000 watts pehour. At 220volts a-c,thesetwo heating elements could demand 40
amperes of electrical current fraime power plant. In &olarAttic domestic hot watdreater, the
Company expects to supplant the two 4500 watt elements with a simple fan and recirculating pump
both of whichmay only demand amaximum combined current of 1 ampere less. The
Company’s thirdJ.S. Patentdiscloses how tereate free domestiwot waterusing hotattic air.
See“PATENTS & INTELLECTUAL PROPERTY.”

The reduction otlectrical consumption and itsitility load impact could be a significant
marketing factofor the Company dependingpongeographicabrea. Forillustrative purposes,
consider Florida Power & Light (FPL) based in Miami, Florida. FPL hasstimated?,500,000
residential customers witklectric domestitot water. Every one of these customers could be a
candidatefor the Company’s new hotvater technology. Ithe Company’s technologgan be
successfully demonstrated E°L, the utility itself may help promote it as a load demaite
management (DSM) technique.

Consider these energy dynamiicat are already atvork in just thisone utility company.
Customers returningomelate in theafternoon start increasing thedtectric loaddemand. This
includes making dinner, washing clothes, turning the television on, air conditionetc. Utility
loads start to peak. At any given moment, dependpan local hot waterneeds,any number of
the 2,500,000electrichot water heaters could add their demand kRb's load. The Company
currently has an estimated 13 power plamsily consumption of power falesidential hot water
is estimated a#70 Megawatts. This ige equivalent output of three coal-firedwer plants in
FPL’s inventory. The Companynotesthe difficulty that utility companies aneow encountering
with the idea of building new power plargspecially with environmentgroups. The Company
also noteghat it may be more beneficial to reduce demand than to buddwa power plant.
SolarAttic’s water heating technology offers utility companies another option.

Mostutility companies are alreadgndorsing conservation and other energy saving techniques
such as DSM.They havefound this to be anore profitable long-term strategy than simply just
building to increaseelectricalload demand. Many utilities now offer rebates on energy saving
appliances. Somatility company marketingefforts include stuffing customerutility bills and
receiving direct product rebates from those manufacturers whose products they promote.

Coincidentally, athe load peak cycleccurs forFPL, maximumsolar radiation is occurring
and maximum attictemperatures are beimgached. In this onearticular utility’s area, the
Company believethat an estimatef0% ormore of thepower currently expendedor domestic
hot water can be eliminated if the Company’s hot water technology was deployed on a system wide
basis.
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To put this in another perspectitiee electricabutput of 2-3coal-firedpower plants irfFPL’s
inventory may be freed ujpr otheruse if SolarAttic’s hot water technologwas deployed. Of
course,electric utilities are in théusiness ofselling electricity. Therefore,there can be no
assurance that FPL or any other utility will find the Company’s technology beteficialfor use
or promotion. The Company believes that even though the hot water technology atidiieial
to utility companies, that the market itself will be decided by homeowners. The Company believes
that a hot water system can be produced that will pay for itself.

When coupled with P¥ells,the Company believes the economics are preserrete dast
payback within the range of 5-10 years depending upon hot water usagestéof PV cells. It
is feasible that a large amount of hot water can be buittuipg the day in storage and carry the
customer through tthe next daywith little or no electricaconsumption fothe tank’s elements.
Off peak electricalhot water has been pioneered by UniteBower Association in EIkRiver,
Minnesota. Two electrical hot water tanks are piggybacked and powered (charged) only during off
peakhours. The result is sufficient hot water and reduedettricalhot watercosts. The same
concept can based with solagenerated hadttic air (heatenergy). SolarAttic’s systemwould
charge (heat) théanks during peak solatimes. Another useful solartechnique is to use
thermosiphoning, which could reduce the systems’ electrical needs even further. Regardless of the
final hot water system design that emerges, if and when it emerges, the Company veecrihe
hot water heater market as a viable place for its patented new solar hot water technology.

Actual shipments oélectric hot water heaters durin§j996 have been estimated 27,116
commercial units and,146,523residential units byhe NationalGasManufacturers Association.
Every one of these shipments is a candidate for the Company’s hot water technology ptbaiding
an attic cavity or other suitable solar space exists to recover and use solar heat energy.

The Company demonstrated a working prototype of a hot water heating system at the Minnesota
State Fairduring the period of August 28rough September 3,994 in St. Paul, MN. Hot air
wastaken fromthe peak of thédome Improvement Building andwas readily transformedhto
hot water using a simple “air-to-liquid” heat exchanger and a recirculating pump.

The Blower & Fan Market; Ventilation
According toManufacturingU.S.A. (1996 Edition), U. S. manufacturers of “Blowers and

Fans” shipped $3,513.5 million worth of product durt®06. Their estimate of market size for
1997 is $3,629.3 million and for 1998 it is $3,745.0 million.

The Company believdkat a largeshare of its future revenues will be derived in tmarket
area. These revenues would be from both ventilation and space heating product sales.

EERE Market Data

The Company is awarthat there is availablesubstantive market information regarding
worldwide energy efficient and renewable energy technology markets (EERE). It showligidbe
that theCompany believes thEERE market idarge. However, neffort hasbeen made by
SolarAttic to obtain, analyze or segment EERE market data to deterimive SolarAttic’'s new
technologies might fitn. Therefore, no assurancan be made that all of thkeey market
information available for the Company’s products basnabsorbed byhe Company. And, due
to limited experiencevith the identifiedmarkets, no assuran@an be made that theompany’s
products will actually be accepted into them.

The Company notdblat some forecasts for futuedectricalenergy needs in developing third

world countries state that electrical energy growth needs can only be filled by implementing energy
efficient and renewable energy technologies (EERE) like SolarAttic’s.
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Articles Written About The Company

The Company’s webite contains several articles written about the Company andustéten
marketing information, whichmay be found at http://www.solarattic.com/BGinfo.htm. For
example, the Company has haticles written by several magazines including a Septet8%3
article, which appeared in Popular Science magazine.

Diversified Yet Focused Products; Brand-Name ldentity

The Company’s productsill serve infour markets, whichmakes them aliversified line of
products. Atthe same time, thgg®ductsare all locatedvithin the attic making them docused
group of products.Diversified Yet Focused! The four markets are ventilation of thatic; space
heating; water heatingand, pool heating. The Company’smarketing strategies will need to
address this diversified yet focused group of produdise Company believeall of its products
share a synergy with oraother and therefore camare some common marketing themes and
advertisingmessages.SolarAttic hastrademarked its logo angamefor use as dBrand-Name
Identity.”

Registered Trademark

SolarAttic®

The Company haggistered the above trademark doglo which is used othe Company’s
letterhead, envelopes and other documents. The Company believes tbgo tiseconsistent with
its mission statement and provides the Company with a Brand-Name Identity!

Paradigm Shifts

The Company notes that if its products @areepted into the markptace, several adhem may
constitute paradigm shifts of one type or another. The natihe Gompany's productherefore
lends themselves to product differentiation techniques used in marketing efforts.

Marketing Strategy

SolarAttic’s marketing strategy is “Focused Differentiation” which isap—our productsvill
be different. They will be “energy efficient” and “environmentally friendly.” Tw@mpany’s first
product focus was “low cost swimming pool heaThe Company believabat, as this product
gains a footholdestablished marketiniprces will be turned upsidéown in*“disequilibrium” as
the SolarAttic Pool Heater changes all the rules of dbigjnesgheating swimmingpools]. The
contrast will be dramatic: you can continue to $4$%0.00 omore per month toise youmatural
gas heater --or-- you can heat your pool$bi.00per month withthe SolarAtticpool heater. A
productthat pays foritself in costsavings in aelatively short period of time. Asolar’ heating
product that does not have “solar panels” on the roof! Using focused differentiation as a marketing
strategy,the Company will strive to point out the differences betweenGbmpany’'s EERE
products and competitive [fossil fuel or panel] products.
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The Company will alsenake use ofthe unique sellingproposition (USP) “solar without
panels.” Inthe Company’smarketstudies,the number one objection to renewabtdar energy
was simply: “I do not want solar panels on my roof!” Pointing the Company’s unique solar
products means that market share will be taken away from solar panel systems as welffaal fossil
heatingsystems. Consumanquiries for productnformation indicate thathis could be a&trong
market differentiation. Roof panels have been found to strike a “very stineggtiveresponse in
consumers. Symptomatic of this is the fact that many hrwe construction areasake attempts
to use “restrictive covenants” prohibiting thee of any roof solar panels [becatisey are “ugly
and obtrusive”). Thigproblemhasbecomesuch an issu¢hat Florida andArizona have been
reported to haveassed laws forbiddinfgestrictive covenants” thdimit the use of solarenergy
[panel] systems. The Company believes that long-term market forces favor SolarAttic’s inside-the-
attic solar heating systems, which do not pose any aesthetic problems.

A focusedlifferentiation statemerfbr the RidgeVentilator would be: “The Systems Solution
To Attic Ventilation!” This could also bealled a marketingositioning statemeniseful as a tag
line in all product advertising.

Distribution Issues; UL Listing

The poolmarkethas high barriers t@nter from atraditional distributionperspective. An
established distribution network hagiran lock on traditionalsales througthe pool dealer. The
swimming pool dealer is alseluctant to take oany new productbecause of mited building
season. Many pool dealers also sell the pool as an arauaion being paid &200 pemonth.
When the question of heating the paoises,they avoid the topic because it can lead into another
$150 pemonth to enjoy theool [heatit]. Thereforethe Company believes it will have to go
direct to thepool ownerinitially to sell its pool heater. The Companyhas developed custom
databases to direct market this product until its dealer network approach fully develops.

The Company is also aware rgw energycodeissues inMinnesota that the space heater will
have to deal with. As of April 15, 2000, houses built in Minnesota will have to meet aneegy
code. The new code requires a tightly built haihsg is mechanicallyented. Breakinghe attic-
to-house vapor barrier which is typical when the sjreager is installed may then be a Minnesota
building codeissue. The Company will have tevork through this issu@and possibly others
before successfully marketing the space heater into areas with such energy codes. The Company is
uncertain as to the extent sdfich building codes nationallyThere can be nassurancehat the
Company will not encounter building code obstacles that prove costly to overcome.

At this time,the Company is unaware of any other special distribuisnesthat could be
problematic or costly. It ithe Company’sintent to develop a proactive programstek out and
educate buildingnspectors and officials concernirilpe Company’s new technologies. The
Company believes that this educational effort will alleviate many lmaéding inspectoconcerns.
Company plans to get its products UL Listed will also help with building inspectors.

Summary Of Market Size Estimates

| Market Identified Market Size Estimate _Company Patents

Swimming Pool Heating $195 Million 5,014,770; 5,746,653;

Electric Hot Water Heating $393 Million 5,014,770; 5,452,710;
5,746,653

Space Heating New Category Re.32,607; 5,014,770;
5,746,653

Blowers & Fans; Ventilation $3.513 Billion 5,756,653

U. S. Market Estimate $4.101 Billion

Worldwide Estimate Exceeds $10 Billion
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New Market Opportunity

Although Minnesota’s new energgde may requirgsome product installatioadjustments, it
also presents some new product opportunitdentilation of thehouse is a keyssue.The new
energy code strategy is “to build tight amentilateright.” The new code requiresnechanical
ventilation of the living space. That is because the house is sealed very tight and it is equivalent to
walking into a large plastic bag (literally). Without the introductioriresh air,there would be
healthproblems. The ventilation of thesbomes istypically accomplishedusing an“air-to-air”
heat exchanger that brings in fresh outside air, periodically exchanging it and exhausting old air.

One opportunityhe Company is exploring is a marriage of @@mpany’s technologies with
that of providing freshair ventilation to thehouse. It isthe marriage of th€ompany’s space
heating technology witthat of the air-to-air ventilation technologgquired to provide fresh air
inside the house. The Company believes that this would create another new category of product in
the $3.5 Billion “Blowers & Fan”market thatwould be very useful inhe new energyhomes.
Free solar heat from the attic combined with fresh air, or preheated fresh air, for the house.
The Company’s space heater already collects outside fresh air, which is drawn in through the eaves
and heated by the time it is collected at the atpe'ak. The missing part ighe exhausprovision
from inside the house and the internal house recirculating air system.

The Company haalready approached a well-established Minnesota manufacturing company
that specializes ithis air-to-air homeventilation technology. As a resuliSolarAttic and this
company will be exploring this product concept further at stime in thefuture. The Company
believes such a product would be complimentary and synergistic with its other préthwészer,
there can be no assurance that such a product will ever be developed.

Marketing & Sales Elements

Internal : ) )
PR Fax & Web WEB Site Direct Malul
Resource DB Marketing
Broadcast

WWWwW
Networking PR

Telephone
Followup Calls

Sale

Mktg Brochures
& Databases

Media Relations
PR Effort $$

AD Agency
Advertising $$

This graphic illustratethe variousmarketing & saleelements that SolarAttibas inplay or
plans to put into play in order to complete the Company’s cohesive marketing & sales strategy. All
elements are in place and working for the Company except the “Media Relations PR Effort $$” and
the “AD Agency Advertisings$.” Both of these elementge important to SolarAttic’s marketing
and sales efforts and both require additional capital resources to fully implement.
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SALES

Product Pricing Matrix

Product Description Factory Single Quantity
SolarAttic Pool Heater - Manual $1760.85
SolarAttic Pool Heater - Automatic 1886.85
SolarAttic Pool Heater - Auto+ 2327.85
SolarAttic Space Heater - BD465 299.00 Closeout
SolarAttic Space Heater / Ventilation System - GB980 1886.85
SolarAttic Space Heater / Ventilation System - GB495 1760.85
SolarAttic Space Heater / Ventilation System - GB465 1560.85
SolarAttic Ridge Ventilator - Automatic (14-900A) 799.95
SolarAttic Ridge Ventilator - Manual (14-900M) 499.95
Electronic Temperature & Humidity Control - SAVC02 299.95

The above product-pricingatrix showsthe Company’s current pricing strategies, which are
the result ofonly building in limited quantities. The Company expects to lable to reduce its
prices when it is able to purchase in higher volumes and still mamgigins. The Company has
higher dealer volume pricingvailable that reflects reduced volumpeductioncosts. Parts are
typically job shop oriented and involve set up charggsréoluce. Costare substantially reduced
as the parts runs increasevmlume. The Company isble toforecast this volume oriented parts
cost reduction “learning curve.”

Definable Payback Periods; No Green Incentives Needed

The Company notdhat all of its products provide consumers witingible and measurable
energy benefits. They have a definable & reasonable payesicddd. Having a cost savingzat
is predictable or othestrongfinancial incentivegi.e.-ventingattic to eliminateproblems] is very
important from a marketing perspective. It haen theCompany’sexperience thgbroduct sales
are not motivateanly by the fact that they are “environmentally friendly” or “enersgving’
appliances. In the marketplace, consumers are voting for such products buttboelgxtent that
they make economic sense and have a relatively short (5-10 year) payback period.

An example of #ough sell is a solapanel hot water heatdhat costs $3500 to austomer
currently using natural gas hot water amdo spends $14 a month. In such instapegpack is
3500 + 14 or 250 months, whichabkout 21lyears. Nosale! The marketing reality is thall of
the Company’s products must make econoseicse. The Company believes ifgoductswill do
well in the marketplaceand that they can sell on theown strengths. The Companydoes not
believe it needs federal tax credits or other “green marketing” incentives to sell its products.

Gross Margins

SolarAttic endeavors to maintain a gross margin of 50%. This has not beenddndue and
the Company believes it can meet or exceed this sales objective in volume production.

Unique Solar Technology

SolarAttic believes that its method of using hot attic air to heat hot water, pools andffgrace
the Company a unique marketipgsition. The Company’s technology — offering solar energy
without having to use roof-mounted solar panels —d#farentiating factor in thenarket. The
Company has taken steps to protect its marketiogan,“Solar WithoutPanels.” The Company
believes itsnew solarheating technology will appeal wonsumers who would purchase solar
technology if it did not involve using solar collection panels.
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Unique Duct Technology

SolarAttic believes thats new duct technologyoffers the Company a unique marketing
position inthe airdistribution, air collection and air ventilatiomarkets. The Company believes
that providing a method tequalize aidistribution or collection can greatly enhance the comfort
level in just about any living area that is occupiechbynans. This would be most useful in new
home construction where retrofitting existiag moving systems would not be dasue. The
Company envisionthat sales ofthe duct technology will emerge quite rapidly as the Company
determineshow to bestautomate theluct’s perforation and constructiggrocess. There are no
plans to immediately sell custom duct technology, as SolarAttic does not have the staff resources to
deal with the engineeringssues. Ducts are perforated tdesign criteria that include the fan
performance ability. SolarAttic believes custom ducts will be a viable product area in the future.

Unique Ventilation Technology

SolarAttic believes thats method of providing controlledttic ventilationusing its newduct
technologyoffers the Company a unique marketipgsition. The Company believethat the
“systems solution to attic ventilation” approach is a strong differentiating factor in the market.

Pool Heating Sales

The Company has operated with a minimal marketing budget and withauedigadvertising
programs odealernetwork. The Companyhas, nevertheless, sotver 285SolarAttic PCS1
Pool Heating System to customers spreadoss 31 states as of JUB®@ 1999. The Company
offered no installation, maintenance, service or finanéimghesesystems. The prices ranged
from approximately $1,400 to $2,400.

To date,the Companyhas used publicity-drivendirect marketing techniques to sell its
products. In generalprospective customers learn abdbe Company’s products through
publishedarticles thatlist, mention or feature th€ompany’s products. Prospective customers
then contact the Company via mail or telephone to request priofluchation. Salediterature is
sent toeachinquiry and follow-upsare handledver the telephone. The Company intends to
continue selling itproductsdirectly toconsumersuntil it can establish aetwork of independent
dealers to provide the sales function.

Company to Consumer—Direct Sales; Independent Dealers

The Company intends to employvwa-stepdirect marketing approach fwool owners. Step
one includes advertising, publicity and trade showke Companyplans to advertise regularly in
various publications to generate product inquiri@@e Companyalso intends to generate product
inquiries through producpublicity and patrticipation in tradshows that focus onthe home,
garden, pool and patio. Step twathe answer tahese producinquiries, with a series dafirect
mail sales pieces — including, in some cases, a demonstration videotape — tothenweniry
into a sale. There is no assurance that this sales strategy will be successful.

The Company intends to employ a similar two-step approach to recruit independent dealers. As
step one, the Company intends to advertise regularly in itngustry publications. Planned
advertisements in these publications will demonstrate to dealers and setiwic€@smpany’s
products and highlight the economic advantages of selling and servicing ThenCompany also
expects to exhibit its pool heater products iteast one national traddnow eachyear. Step two
comprisesthe follow up to inquiries developed througthe advertising and tradshows.
Prospective dealers will be sent a seriedidct mailsales pieces and video promotions -- with
telephone follow up. The Company plansctmcentrate its formal pobleater dealesign-up and
initial training activities during the national trade shows it plans to attend.

50



If and wherthe independent dealaetworkgrows, step two ofthe direct marketing program
will identify the local dealer to the prospective customer\aoelversa. Ultimately, the Company
plans to support itslealer network with cooperative advertising and customizefkect mail
marketing tools to assist dealers in generating sales activities.

Similar marketing and sales methods willused to present arldunch theCompany’sother
products such as space heaters, ventilation systems, hot water systems, etc.

Space Heating Sales

Sales of the Company'’s space heating systems have been very limited Wirtizaéy little or
no promotion has occurred up to this point in tinfdne Company’s existing BD465 spabeater
inventory that was acquired in exchange for common dtasknowbeen repackageor closeout
sale. Once the remaining inventorys@d, the Company will cease its productiontbis model.
An updated space heater product will replace it. "SRODUCTS."

The Company believdbat, inaddition to factory direcsales,its space heatingroducts may
ultimately be distributed through do-it-yourself home care centers (I.E. Home Depot, etc.).

Hot Water Heating Sales

Sales of the Company’s hot water heaters do not exist because the product is not complete. The
Company believeshat, if and whenthe hot water heater ideveloped, itwill eventually be
distributed through existing plumbing dealer distribution networks. The Company believes that the
installation of the hot water heater will be required #rad theplumbing dealers argest suited to
market this new technologyhen it is ready. In addition, this produnty also be sold through
home care centers.

Ridge Ventilator Sales

Sales othe Company’s Ridge/entilator havgust begun. The productwvas successful in its
initial debut at the 1997 Minnesota State Fair. Consumers were enthusiastithelqmaduct and
its pricingwas judged adair. The Companyhasinitially sold severalsystems anaxpectsthat
additional sales will be forth coming now that an electronic control has been designed to operate it.

The Company believes that, in addition to factory direct sales, its ridge ventilation products may
ultimately be distributed through home care centers.

Internet Web Site

SolarAttic has built a comprehensive Internet Worllide Web site. Virtually all of the
Company’s products antieir specifications are available at the $de review. It iscurrently
possible to surthe Internet, findthe Company’s siteand then review the appropriate product
information. You can even locate a local dealewife isavailablefor sales information. The
Company believethat, astime progressesnd the site is furtherefined, salewvia a Company
dealer network will be enhanced.

Internet Web Site; Dealer Sales Support

SolarAttic’'s welsite hasbeen built tosupportdealersales. Customersan browse product
information without obtaining price or purchasing information. When a customer desires pricing or
purchasing information, they are directed to an USA State mkp.customer then clicks dheir
homestate. They are then directed to existinigalers. If nodealers exists irtheir area, the
customer is directed to the factdyr sales information. The Company will providdinks to a
dealer’s web site free or put two dealer pages on the Company’s web site for a small monthly fee.
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Manufacturer’'s Representatives

SolarAttichas one existingnanufacturer'sepresentative agreement in centérida. The
Company haslecided tafocus mainly on dealer-distributor agreements &ad no plans to sign
any additional manufacturer representative agreements at this time.

Factory Distributors

SolarAttic has signed several dealer-distributor agreertraithave given exclusive marketing
rights to its pool heater within certain counties in certain states. Twesd distributorsre now
moving small volumes of the Company's pool heat@iise main areas of activitiéder these two
dealers are based out of Sacramento, California and Phoenix, Arizona. The Companythatieves
these dealers will continue to expand and grow their businesses. The Company also believes that it
will continue to add additional dealer-distributors.

Sales History

The Company announced in an April 1999 press release that it had entered a growth phase. The
following dataand graph represents SolarAttibistorical sales information durinfpe last two
fiscal years and the six-month periods ending June 30. Tharbe nassurancéhat thegrowth
rates shown below are representative of future growth rates or that such growth rates will continue.

Revenue History Historical Growth Rate

1996 46,967 Base Year
1997 61,853 31.7%

1998 117,755 90.4%
1998 - First 6 Months 53,491 Base Period
1999 - First 6 Months 107,450 124.1%

140 - -
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. -
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COMPETITION

While the Company manufactures proprietaptar andventilation products and, to its
knowledge, has no knowdirect competitors selling the same equipmentusing the same
technology, the Company facestiff competition from well-entrenched and well-established
competitive products within the markets the Company plans to serve.
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These competitonigsiclude the following: manufacturers gis, oil or electric pool heaters;
manufacturers of pooheat pumps; manufacturers of solgsanel pool heatingsystems;
manufacturers of standard space heating or solar space heating systems; and, manufaattierers of
ventilation or air movingequipment. Most competitors have substantially grdatancial and
human resources than the Company. Therefoege can be nassurancehat theCompany will
operate profitably within this competitive environment.

The Company believethat its technologyoffers substantivecompetitive advantagesver
existing products. Over pool heaténat burn fossil fuelsthe Company’scompetitive advantage
is low operating cost as solar energy is muebs expensive to ushan fossil fuels. Over
competing solartechnologies,the Company’s competitive advantage is appearance as the
Company’s technology is hidden aitic spaces and does not use roof or yard-mounted solar
collectionpanels. Over ventilationsystems,the Company’scompetitive advantage iss newly
patented ductechnology, whichthe Company believes igery broadly protectedhntellectually
along with its systems solution to attic ventilation. All of the company’s products are derived from
the Company’s foumpatents and SolarAttic expedsme degree of product exclusivitgr many
years. Howeverthere can be nassurance¢hat theCompany’s patentwill remain valid. There
can also be no assurarntbat such producexclusivity will be a major contributor teales orthat
they will in any other way help the Company become profitable.

RESEARCH AND DEVELOPMENT
Domestic Hot Water Heater

If and when development of the Company’s hot water heater is complete, the Company believes
this newdomestic hot water heater withakeuse of hotattic air in thepreheating or heating of
electrically heated domestimt water. Two versions dhe heater are expectedd@émerge. One
model, designed for use in frost-bedgions,will automatically protect itselfrom freezing. The
other is a simpler unit that can be used in non-freezing climates. Both product versions are covered
by three of theCompany’s technologyatents. It isuncertain as tavhen this producwill be
complete. No assurance can be made that it will be completed.

New Duct Technology; Eave Vents

The newduct technology patent that t®@mpany has also disclosé® manner irwhich the
entire attic cavity can be closed off to form an “energy box” withsole exception of aair inlet
and air outlet. Technologicallpeaking, this has sonmaportant energy implicationsFirst, the
Company’s technology can not only eliminat®f holes used foventilation purposes; itan also
eliminate eave vents that are used for ventilgtorposes. The Companyhas disclosed method
for venting the attic based solely on its new duct technology located inside the attic. The Company
believes thateventually, this aspect ahe new technology will be deployed imew home
construction.

Second, the benefit efiminatingroof andeavevents is toselectively close and opéhe attic
cavity anduse itmore fully as a “solar energy devicel’E. - See“Attic Solar EnergyVehicle”
under“PATENTS.” No attempthasbeen made irthis prospectus to addrefise markets or
products that would evolve if this aspect of the new technology were aaiselly The Company
believes that, until architects are fully educated in this new techntilagyothing substantivevill
happen in this areaThe Company believethat this is anarea of developmenbdpportunity.
However, there can be no assurance that all of the Company’s technology will actually be used.

R & D Expenditures

Research and developmenstsare charged to operations as incurred tataled$1,853 and
$10,086 for fiscal years 1997 and 1998 respectivelgr the six-month periods ending June 30,
R&D totaled $1,049 and $4,031 for 1998 and 1999 respectively.
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Pressurizing the Attic

Some engineers have “speculated” that the Company’s systems may presshomsdhar the
attic in some undesirable manner. If the Company’s Ridge Ventilator is deployed inadrtigdw
energy home attic, sommay speculat¢for example] that it couldiraw air into theattic from the
house. In other words, it could cause a vacuum inside the attic thereby creating a negative pressure
situation attracting airflow fronthe home to the attic. The Compathyes not share any tiese
negative pressure concerns since the amount of system powktigely low in terms of blower
or fan horsepower; its working static pressure capacity; and, air movement irfeatpier minute
(cfm).

Conversely, others may speculate that if the Ridge Ventilator draws in more aireklaausts,
that this could be a plus since it would create a positive pressadiion insuch an attic. Under
such positive pressure conditions, it could pressurize the attic in thatayould inhibit air influx
from the home.The Company’s space heateare known tocause a slight positiveressure in a
home. This isnormally beneficial since helps to preventhe influx of outside air odraftsinto
the home. The Companyknows ofspace heatingystemsthat have been installddr over ten
years without any reports of serious concerns over pressutiengttic. However, due to the
limited experiencavith volume installations, therean be noassurancehat pressure irthe attic
might not become a development issue needing to be addressed.

Hybrid Heating Technology

The Company’s U.S. Patent 5,014,770 discloses additional Company technology involving the

hybrid marriage of its SolarAttic convection technologyhat of existing heatpump technology.

For heating swimmingpools, the Company believethat theresult of such amarriage of
technologies could medowered manufacturingosts forheatpumps. The Company further
believes that this would ultimately translate into reduced energy (operatinghemdtalcosts for
heatpumpusers. Inthe future, the Company may explore @ossiblejoint venture or licensing
arrangement with one or moigeat pump manufacturers. The Companyhas no plans to
manufacturesuch a hybrid systemntself and there is no assuranebdatsoeverthat theCompany

will be successful in joininghe two technologies economically or in the forming of goynt
venture to use this new hybrid technology.

Other R & D Information

The Company’s welsite contains paterdrawings fromthe Company’s patents, idepth
engineeringliscussions ofhe patents antechnicalissues,engineering reports and links to the
U.S. Patent and Trademark Office data on the Company’s patE@msaddress for thisdditional
information is http://www.solarattic.com/patents.htm.

BUSINESS OPERATIONS AND SYSTEMS
Performance Guarantee

In 1991,the Company placed a performance guarantee dBolegAttic PCS1 Pool Heater.
The Company guarantedsatits pool heater will heat @ool as well as any roof-mounted solar
panel system. The guarantee is for up tal8@s,and the Company will either fix th®/stem or
repurchase it.The only conditionsthat apply are that thpool owner’sattic must be at least as
large as the pool in square footates roof must be sunny (non-shadethe atticmust normally
get hot and that the installer must follow the Company’s basic installation instructions.

All SolarAttic pool heaters asold today with this performance guarantee and only one of the

limited sales and installations ttate haveequested any refunds service under this guarantee.
The Company now includes some type of performance guarantee with all of the products it sells.
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Seasonal Cycles

The pool industry is seasonahd this characteristic will belt by the Companyeachyear.
The highersales periodare Spring throughSummer; Fall and Winter are th@anperiods. The
Company, withits nationalapproachgxpects to flatterthis seasonatycle somewhat by shifting
its marketing activities to specific geographical markisng certain periods ofthe year. For
example, pool heating ne&ort Myers, Floridatakesplacefrom Octoberthrough March. In
contrast, Minneapolis’ pool heating takes place from April through September.

As previously discussed the Company feelsttiatombination o#ll of its productswill lead
to a stable non-seasormalerall business. The Company fully expectthat within its overall
businessthat differentproductsmay haveseasonal cycleattached tahem. There can be no
assurance, however, that the Company will not have a seasonally affected business.

Legal Proceedings
The Company is not presently involved in any legal proceedings.
Manufacturing & Source of Supplies

The Company currently receives subassembliggeoe parts from a number of suppliers in
several states and does a final assembly and testmbdscts beforehey areshipped. None of
the Company’s current supplieese considered essential to tBempany’s success at thise
because the Company operatgth limited production and does ndtave substantial vendor or
tooling investments.All of the Company’s Officers an®irectors have extensive manufacturing
experience.

Proprietary Rights

SolarAttic currenthholds fourU.S. Patents. The Company’s spacheater paterRe. 32,607
expires in the year 2002. The Company'’s solar technology patents 5,014,77,@%hd10both
expire in the year 2008. The Company's fourth U.S. Patent expigepiambeR016. The first
three patents ard.S. Patents only anthe Companydoes nothave any patent protection outside
of the UnitedStates. The Companyhas already filedfor international protection on it®urth
patent in several foreign countries. SBATENTS AND INTELLECTUAL PROPERTY.”

The Company has successfulbgistered its logo andame as a U. STrademark, which the
Company plans to use for Braridame identification. See “Registered Trademark.” The
Company has significant internal data regarded as trade saacbtsis proprietary customiests,
custom marketing databases and engineeringl&géat The Company believethat although the
patents and other proprietary informatiomalds andmay obtain will be ofvalue, they will not
solely determine th€ompany’s success, whi@iso depends upothhe Company’smanagement
and its emphasis on quality, service and value to the Company’s customers.

Employees

As of the date athis prospectushe Companyhas two employeesOne ispaid a monthly
salary and one is uncompensated for desvices. None othe Company’s employees are
represented by any collective bargaining organization or any employment contracts. The Company
believes that its relations with thetseo individualsare satisfactory. Mr. James Stanleyserves
as theCompany’svice president of marketing and sales and is paid a monthly skdarjis
services. Mr. Edward G. Palmer is the Company’s CEO, CFO, pressgenttary and chairman
and is currently uncompensated for his services. dpampletion of thisOffering, the Company
expects to start paying a salary Mr. Palmerfor his services. See ‘MANAGEMENT” &
“COMPENSATION” The Company believes it cougtow to 10 ormore employees during the
next 12 months depending upon the outcome of this Offering.
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Employee Relationships

Mr. James F. Stanley is Mr. Palmer’s younger brother.

Granting Of Stock Options; Policy

It is the Company’s policy to not grant any stock optiortheatime ofissue, a@any valuethat
would be less than either: A) the fair market value (FMV) of the stmckB) the current pricehat
the Company is selling its common stock.

Maintenance & Repair Expenditures

Maintenance & Repair Expenditures for six month periods Ending June 30,

1998 1999
Maintenance $ 26.00 $ 0.00
Repairs 0.00 139.52
Total $ 26.00 $ 139.52

Facilities

The Company’rincipal offices ardocated atl6820 Highway 10Suites 130 &140, Elk
River, Minnesota 55330 where the Company occupies 3,546 square feet of spaceth&éhievs
Elk River Business Center; an incubator set up to assist small companies @y of EIkRiver.
SolarAttic currentlypays cashient of $665 permonth under a one ye#rase agreementhich
expires onApril 15, 2000. Undethe lease,SolarAttic prepaid80% of itsrent in theform of
common stock. See “Notes to Financial StatementSCBRTAIN TRANSACTIONS.”

While the leasbas provisions for a possible extensitre Company expects to move at the
end of its lease to a more permanent location. sizh location has been identified at thiime
albeit the Company plans taemain in the Elk Rivemarea.The Company believethat such
relocation will not be extremely difficult in EIRiver. If the Company determindlat it will be
necessary to build mew facility, additional capital will beequired. No assuranean be given
that an adequate location canfband orthat sufficientcapital will be available tduild a new
facility at the end of the Company’s current lease.

Employee Stock Option Plan

The Company’s board of directors and shareholders have approViedesive Stock Option
Plan” (the “Plan”) in order to provid®r the granting ostock purchase options to employees of
the Company. The Plan permits the granting of “incentive stock options” meeting the requirements
of Section 422 of the Internal Revenue Code. Presently 1,000,000 shares of Commdra&tock
been set aside for issuance under this PTEme pershare exercisprice of an option shall not be
lessthan100% ofthe fair market value of thehares orthe date ofgrant, or 110% othe fair
market value in the case of incentive stock options granted to an individuaviinémg more than
10% of the voting power or value of the Company’s stock.

The Plan terminates dfebruary 13, 200And is administered by tH@ompany’s board of
directors. The board of directorsnay elect togrant stock options unddhe Plan to existing
employees as lonus for past worlperformed or as an incentiver the faithful performance of
future services anthay also grant stock options teew employees as an incentive lire. No
employee stock options have been granted under the provisions of this plan.

CUSIP Service Bureau Number

The Company has been assigned CUSIP number 833971104 for its common stock.
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MANAGEMENT

Directors and Executive Officers

The officers and directors of the Company, their ages, residential addresses and present
positions within the Company are as follows:

Name Age Position with Company

Edward G. Palmer 53 Chairman of the Board (Director), CEO,
15548 95th Circle NE President, COO, Treasurer, Secretary,
Elk River, MN 55330 & Chief Financial Officer (CFO)

James F. Stanley 38 Vice President, Marketing & Sales

19096 Carson Street NW
Elk River, MN 55330

Lawrence J. Matthews 71 Director
7601 5th Avenue South
Richfield, MN 55423

Lawrence Garde 62 Director
8021 Oakmere Road
Bloomington, MN 55438

Lee M. Berlin 77 Director
13801 Ton Bridge Court
Bonita Springs, FL 34135

EDWARD G.PALMER, Chairman of th&oard (Director) and President ¢fie Company, is
the sole founder of the Company. From June 1985 to the present, he hdeeBresident of the
Company. From January through May of 1985, he was the DirecQuality for the Winchester
Division of Applied Magnetic€orporation in Sant8arbara, California. Frompril of 1979 to
December of 1984, he served in the positions of Senior Quality Engineer, Quality GCtariegjer
and Quality Assurance Manager &flagnetic Peripheralsinc., Bloomington, Minnesota. Mr.
Palmer’s principal responsibilitiesre those of President, CEO, CFO atm Chairman of the
Board of Directors.

JAMES F. STANLEY, ighe Vice President oMarketing & Sales forthe Company. He has
been with SolarAttic from February 1997 to preseftom 1994 to 1997 ,Jim was employed by
Systems Westnc of Litchfield, MN where he served ie sales andoroject management of
commercial and agricultural building projects. From 1991 to 1994, Jim served in sajgsjaod
managemenitor Metropolitan SteeFabricators, Incorporated ®hite BearLake, MN. From
1981 through 1990, he was employed by Central Industrial Engineering Company of Los Angeles,
CA, which had annual revenues of $25 Million. Jim's responsibilitielsided the management of
the salesdepartment andll its relatedfunctions. Hegraduated inl981 fromthe North Dakota
State College of Science with an Associates Degree in Architectural Drafting and Estimating.

LAWRENCE J. MATTHEWShasbeen a director of the Company sirt@88. From 1993
until its sale in1998, Mr. Matthewswas involved in building a manufacturing companglled
Vendtronics Corporation based in Brooki@enter, Minnesota. MiMatthewswas its principal
owner. From 1984until his retirement in1993, he waghe Vice President of Engineering for
Zytec. He also served as a director. Miatthewswas a co-founder oZytec based inEden
Prairie, MN, whichrecently merged with Computd?roducts to formArtesyn Technologies.
Artesyn is publicly traded on the NASDAQ/NMS A3SN. Mr. Matthews continues to serve as
one of its directors. Before Januat984, he wasmployed by ControData Corporation in
engineeringdesign,engineering management aogerations managemenMr. Matthewshas a
degree in mechanical engineering and extensive management experience at the executive level.
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LAWRENCE GARDE has been a director of the Company €ie89. FromNovember 1989
to the present, he hégen self-employed as a consultant and trainer to Minnesota companies and
individuals in the area of pateptotection. He has degree in electronic engineering agight
patents in his name. Until November 1989, when he retired, he was a design enginaeageyr
for Control Data Corporation’s Imprimis (Magnetic Peripherals, Inc.).

LEE M. BERLIN has been a directorthe Company sinc@pril 1999. Mr.Berlin has served
as a director of LecTec Corporation since 1981 and was its Chairmard ®@8muntil shortly after
he left LecTec inl993. He wasChief Executive Officer of.ecTecfrom 1983 t01989. LecTec
Corporation is a publicly traded company based in Minnesota and is listibeé MASDAQ/NMS
as LECT. Prior td_ecTec,Mr. Berlin served in avariety of foreign and domestic marketing,
product development and genemsnagemenpositions with 3M in Minnesota. MmBerlin was
the founder ofMedical Alley in Minnesota;served as Chairman d¥linnesota District Export
Council; Director of the Minnesota World Trade Center; Chairman oGtheernor'sCommission
on MedicalTechnology;and, Chairman of the National Smallusiness Exporter's Association.
He hasbeen a life-long resident of Minnesota and long-timester ofMinnesotabusiness and
technology. Mr.Berlin brings extensive entrepreneurial, executivanagement and international
businessexperience to th€ompany. Mr.Berlin holds aChemical Engineerin@egreefrom the
University of Minnesota and a Law Degree from the William Mitchell Collegkeasi. Mr. Berlin
currently lives in Bonita Springs, Florida where he continues to be involved witlhusiwesses,
new technology and international trade.

The Company has four directoréll directors hold office untithe next annual meeting of
shareholders ountil their successorfiave been dulglectedand qualified.The officers of the
Company areelected annualland serve athe discretion of th&oard of Directors. None of the
Company's officers are employed pursuant to a written employment contract.

Limitation of Liability and Indemnification

The Company’s Restated Articles of Incorporation, as amended, limit the liability of directors in
their capacity ofdirectors to the Company or ishareholders tahe full extent permitted by
Minnesota law. They provide that a director shall ndidis#e to theCompany or its shareholders
for monetary damagedsr breach of fiduciary duty as a directexcept (i)for any breach of the
director’s duty of loyalty to the Company or its shareholders, (ii) for acts or omissions not in good
faith or which involveintentional misconduct or lknowing violation of law, (iii) for dividends,
stock repurchases and other distributiorede in violation of Minnesotaw or for violations of
the Minnesota securities laws, (iv) for any transaction from which the director derived an improper
personal benefit or (v) for any act or omission occurring pridhéoeffective date of thprovision
in the Company’sRestated Articles ofncorporation, asamended limitingsuch liability. These
provisions do not affect the availability of equitable remedies, such as an action to enjoin or rescind
a transaction involving a breach of fiducialyty, although, as practicalmatter, equitableelief
may not be available. The above provisions also do not limit liability of the dirdotovslations
of, or relieve them from the necessity of complying with, the federal securities law.

Insofar asindemnificationfor liabilities arising out of the SecuritieAct of 1933 may be
permitted todirectors, officers or persorontrolling the Registranpursuant tothe foregoing
provisions,the Registranhasbeen informedhat, inthe opinion of the Securities and Exchange
Commission, suchndemnification is against publipolicy, as expressed ithe Act, and is,
therefore, unenforceable.

NOTE: AFTER REVIEWING THE INFORMATION ON THE BACKGROUND OF COMPANY
OFFICERS, DIRECTORS, AND OTHER KEY PERSONNEL, POTENTIAL INVESTORS
SHOULD CONSIDER WHETHER OR NOT THESE INDIVIDUALS HAVE ADEQUATE
BACKGROUND AND EXPERIENCE TO DEVELOP AND OPERATE THIS COMPANY AND
TO MAKE IT SUCCESSFUL. IN THIS REGARD, THE EXPERIENCE AND ABILITY OF
MANAGEMENT ARE OFTEN CONSIDERED THE MOST SIGNIFICANT FACTORS IN THE
SUCCESS OF A BUSINESS.
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COMPENSATION
Executive Compensation
The followingtable sets forththe cash and non-cash compensation 1998 awarded to or

earned by SolarAttic's Chief Executiv@fficer, Vice President ofMarketing & Sales and the
Company’s Directors.

Summary Compensation Table—1998

Long-Term
Compensation
1997 Annual Number of All Other
Compensation| Stock Options| Compensation
Name and Principal Position Salary (1) Granted (2)
Edward G. Palmer
President and CEO 0 0 0
James F. Stanley
Vice President, Marketing & Sales  $28,896 0 0
Lawrence J. Matthews
Director 0 0 0
Lawrence Garde
Director 0 0 0
Lee M. Berlin
Director 0 0 0

(1) Therewas nodirect employee compensation paidMo. Palmer in1998. The Company
reimburses MrPalmer andMr. Stanleyfor medicalinsuranceexpenses.The Companyhas also
agreed to reimburse Mr. Palmer for any other medical expenses$dp,@00 annually. To date,
Mr. Palmer has had limited medical expenses except for insurance costs.

(2) The Company does not currently compensate Mr. Palmer. If 25% d@ftbrsng issold, the
Company plans to start paying M?almer an annual salary $60,000. The Company currently
pays amonthly salary of$2,408 to Mr. Stanley. If 25% dhis Offering issold, Mr. Stanley’s
monthly salary will increase #4,000. Officer salaries may bpaid, inpart orwhole, from the
following Use of Proceedsiategories: Workin@apital (Mr. Palmer);and, Marketing/SalegMr.
Stanley). Se&USE OF PROCEEDS.”

Compensation to Directors
The Company has naistorically anddoes notcurrently compensate directofsr director

services.

NOTE: AFTER REVIEWING THE ABOVE, POTENTIAL INVESTORS SHOULD CONSIDER
WHETHER OR NOT THE COMPENSATION TO MANAGEMENT AND OTHER KEY
PERSONNEL DIRECTLY OR INDIRECTLY, IS REASONABLE IN VIEW OF THE PRESENT
STAGE OF THE COMPANY'S DEVELOPMENT.
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CERTAIN TRANSACTIONS

DURING 1999

On Marchl7, 1999,the Companyssued 4,964 shares cdbmmon stock valued $5.00 per
share to parties involved withe Elk RiverBusinessCenter in exchangtr $24,820 inprepaid
rent over the company’s one ydaase. The commorstock payment constitute@80% ofthe rent
value over the one-year period of the lease, which expires Api2Q#). The balance of the rent
due under the Company’s lease is paid in monthly cash rent payments. See “Facilities.”

This stock was issued tbe following accreditedinvestors involved withthe Elk River
Business Center: The City of Elk River Econorievelopment Authority(1,418 shares); Genesis
Portfolio Partners, LLC (1,418 shares); and, Larry Hickman (2,128 shares).

Duringthe first three months 0f1999, public investors purchasetl,305 shares ofommon
stock valued at $5.00 per share for $6,525 in cash.

DURING 1998

During1998, public investors purchase?,200 shares afommon stock valued &5.00 per
share for $11,000 in cash.

During1998, 2,400 shares @bmmon stock valued &5.00 per share were issued Gill
Engineering in exchange for engineering design services associatddeitbmpany'sSAVCO02
electronic control. SE®RODUCTS."

During 1998, a group of early investors exercised warrants and oiizdmsere scheduled to
expire on December 31. 589,326 option or warrant shares were isseiathamgeor $133,365
cash at a weighted average issuance price of $.23 per share.

OTHER

The "unsecured notgayable to officer" identified in the financial statements ibuginess
operating loan in the form of a standard variable-fiessé mortgageusing Mr. Palmer'sesidence
as collateral All proceeds of this loan wergsedexclusively by the Companfor its business
operations and cash flomeeds.This included consolidating Company debt and paying normal
business operating expenses such as payroll, phones, long distan&alatattic is obligated to
repay the loan (mortgage) in accordance with its terms directly to Ameriquest Mortgage Company.

The "due from officeridentified in the financial statements is an accrued loadrtoPalmer
who is currently unpaid. Mr. Palmer now donatesrhamagemenservices free tthe Company.
On occasion, funds are loaned to Malmerfor personal use aneconomicsupport. "Due from
officer" is scheduled for immediate monthly repayment at the rate of 1/20h. d?almer’ssalary
when the Company starts to pay him a salary. See "Note 2: Related Party Transactions" on F-10.

The Company has agreed with certain state regulatory authorities that so lonG @ plaay's
securities are registeredsnich states, avne year fronthe date othis Prospectuswhichever is
longer, the Company will notmake loans to itsofficers, directors, employees, @rinciple
shareholdersgxceptfor loansmade in theordinary course obusiness, such dsavel advances,
expense account advances, relocation advances, or reasonable salary advances.

THE COMPANY'S MANAGEMENT BELIEVES THAT THE TERMS OF ALL PREVIOUS
AFFILIATED OR RELATED TRANSACTIONS ARE NO LESS FAVORABLE TO THE
COMPANY THAN WOULD HAVE BEEN OBTAINED FROM ANY NON-AFFILIATED OR
NON-RELATED THIRD PARTY FOR SIMILAR GOODS OR SERVICES. ALL FUTURE
TRANSACTIONS WITH AFFILIATED OR RELATED PARTIES WILL BE APPROVED BY A
MAJORITY OF MEMBERS OF THE BOARD OF DIRECTORS WHO ARE NOT OTHERWISE
A PARTY TO THE TRANSACTION.
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PRINCIPAL SHAREHOLDERS

The followingtable sets forthcertain information regardingwnership ofthe Company’s
Common Stock as of Jurg®, 1999 (9,985,947 Shareststanding before antD,945,947after
Offering) by (i) eachperson who is ofecord owningmore than ten percent of tl@ompany’s
Common Stock, (ii) each of the Company’s direct@i$,each of the executivefficers named in
the Summary Compensatidrable, and (iviall directors and executivefficers as agroup. Al
personsindicated havesole voting and dispositive power over susiiares. The tablebelow
assumes that all Shares in the Offering are sold.“CGB®EHONS.”

Before After
NAME SHARES | Offering Offering
EJ Partners Limited Partnership (1
15548 95th Circle NE
Elk River, Minnesota 55330 4,101,665 41.1% 37.5%
The Jacqueline L. Palmer Trust (2
15548 95th Circle NE
Elk River, Minnesota 55330 1,000,000 10.0% 9.1%
Lawrence J. Matthews, Director 142,500 1.4% 1.3%
James F. Stanley, Vice President 413,675 4.1% 3.8%
Lawrence Garde, Director 77,500 0.8% 0.7%
Lee M. Berlin, Director 3,000 0.1% 0.0%
Edward G. Palmer, CEO (1), (2) 0 0.0% 0.0%
Officers & Directors as a Group (3) 636,675 6.4% 5.8%
Officers & Directors as a Group, 1,136,675 11.7% 9.9%
with all options exercised (4)

(1) Mr. Palmer, in hiscapacity as Trustee fahe EJ Palmer Trus{General Partner of EJ Partners Limited
Partnership) directshow the shares of EJ Partners Limited Partnerstilp be voted. EJ Partners Limited
Partnership is a Minnesota Limited Partnership. EJ Palmer Trust is the General Partner. The EJ Palmer Trust, also
called“The Edward G.Palmer Family Trust”, consists 6The Edward G.Palmer Trust’and “The Jacqueline L.

Palmer Trust.” The General Partnership interest (2%) of EJ Partners Limited Partnership residégheithdward

G. Palmer Trust.” Edward G. Palmer, the Company’s President, is the Trustee. Mr. Palmedaagiieline L.

Palmer is a Co-Trustee.

(2) Mr. Palmer is a Co-Trustee of his wife’s trust “The Jacqueline L. Palmer Trust” which is part of the EJ Palmer
Trust (also known as “The Edward G. Palmer Family Trust) and has influence on how such shares will be voted.

(3) Mr. Palmer, the Company’s President, is Tirastee of theGeneralPartnership(2%) interest in EJPartners
Limited Partnershianddirectshow this stock will bevoted. This, in effect, allows the Company'®fficers and
directors to currently exercise majority control of the Company’s affairs even though Mr. Palmer dpessanally
own stock in the Company.

(4) If all of the existing options on June 30, 1988re exercisegrior to the Offeringthere would bel0,485,947
shares outstanding. Officers and directors as a group would own 1,136,675 shares or 11.7% of the Ciftepany.
the offering,there wouldthen be 11,445,948hares outstanding.Officers and directors as aroup would own
1,136,675 shares or 9.9%.
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OPTIONS

The followingtable sets forthcertain information regardingwnership ofthe Company’s
Common Stock Options as dtine 30, 1999 b{i) eachperson who is ofecord owningmore
than ten percent of the Company’s Common Stock, (ii) eatte@@ompany’s directorgjii) each
of the executivefficers named inthe Summary Compensatidrable, and (iv)all directors and
executive officers as a group. See “PRINCIPAL SHAREHOLDERS.”

NAME EXERCISE EXERCISE | SHARES
DATE PRICE (1)
Edward G. Palmer, President (2) — — 0
Lawrence Garde, Director 12/31/2000 $.40 200,000
12/31/2003 $1.00 100,000
Lawrence J. Matthews, Director 12/31/2000 $.40 200,000
Lee M. Berlin, Director — — 0
James F. Stanley, Vice President — — 0
Officers & Directors as a Group — — 500,000

(1) Options exercisable for additional Common Stock until the dates shown. (2) Mr. Palmer is
not the beneficial owner of any options or warrants in the Company’s stock.

ALL OPTIONS AND WARRANTS GRANTED WERE INITIATED AND APPROVED BY
ACTION OF THE COMPANY'S BOARD OF DIRECTORS. THOSE ACTIONS WERE
LATER RATIFIED AND APPROVED BY ACTION OF THE STOCKHOLDERS AT THEIR
REGULAR ANNUAL MEETING. STOCKHOLDERS VOTED ON AND APPROVED THE
“EMPLOYEE STOCK OPTION PLAN” UPON RECOMMENDATION BY THE
COMPANY'S BOARD OF DIRECTORS.

DESCRIPTION OF CAPITAL STOCK

The authorized capital stock of the Company consists of 100,000,000 shares of Common
Stock, no par value.

Special Rights

These securities have: (yes or no):

O Yes No Cumulative voting rights

O Yes No Other special voting rights

O Yes XI No Preemptive rights to purchase in new issues of shares
O Yes XI No Preference as to dividends or interest

O Yes No Preference upon liquidation

O Yes XI No  Other special rights or preferences

Transfer Agent
The transfer agent and registrar for the Shares, Common Stock and Warrants, is the Company.
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Dividend Policy

For the foreseeable future the Company expects to follow a policy of retarimggs, ifany,
in order to finance the expansion and development of its business. Payment of dividends is within
the discretion of th€ompany'sBoard of Directors and will depenghon, among otheffactors,
the earnings,capital requirements and operating and financial condition of Goenpany. See
“RISK FACTORS.”

Common Stock

All outstanding shares of Common Stock are, theghares offered herelwill be, fully paid
and non-assessable. The holders of Common Stock are entitled to of@ waiehshare held of
record onall matters votedipon by shareholders amgay notcumulatevotes forthe election of
directors. Thusthe owners of amajority of the Commorstock outstandingnay elect all of the
directors, if they choose to do so, and the ownetkeobalance ofuch shares would not lable
to elect any directors. Subject to the rights of any future series of undesignated shares of preferred
stock which may be designated, each share of outstanding Common Stot#ers to participate
equally in any distribution of neissetsmade to theshareholders in liquidation, dissolution or
winding up of the Company and is entitled to participate equally in dividends as andiedheed
by the Board of Directors. There are naedemption, sinkingund, conversion orpreemptive
rights with respect tthe shares of Commosstock. All outstanding shares of Common Stock
have equal rights and preferences.

Undesignated Shares

The Board of Directors, without amgtion by theCompany's shareholders, asithorized to
designate andssue shares of stock #ie Company ofsuch classes or series asdéems
appropriate and to establish thights, preferencesand privileges ofsuch sharesjncluding
dividend, liquidation and votingrights. No shares opreferred stock or other seniequity
securities are currently designated and there is no current plan to desigmsgaeoany such
securities. However, the ability of the Board of Directors to designate and issue suclecpetyor
securities could adversely affect the voting power and other rights of holders of Common Stock.

SHARES ELIGIBLE FOR FUTURE SALE

Of the current 9,985,947 shares outstanding, 9,438,232 shares (94.5%) are agedypast one
from theirdate ofissue andjualify underSEC Rule 144 for conditionalsales. Ofthe current
9,985,947 shares outstanding, 8,886,695 shares (8@@gegast thregrears and qualify for
immediate resale under Rule 144 without registration except as may be réguiredain “control
stock.” Sales of stock und&ule 144 may have alepressivesffect on the price of the Common
Stock in any trading marketBat may develofor the Company’s stock.See the more in-depth
discussion under “RISK FACTORS.”

SIGNIFICANT PARTIES
Directors & Officers
The full names and residentildresses foall directors and officersre shown inthe table
under“MANAGEMENT” on page57. The Companydoes nothave any arrangements with its

officers that would precludnemfrom competing againghe Company if terminatedHowever,
the Company does not believe that this is an issue for any concern.
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Record Owners of 10% or More

The full names andddresses foall recordowners of 1Qpercent or more of th€ompany’s
stock are shown in the table under “PRINCIPAL SHAREHOLDERS” on page 61.

Affiliates & Beneficial Owners

EJ Partners Limited Partnersioywns 4,101,665 shares tife Company’scommon stock and
is an affiliate of theCompany becaus®ir. Palmer,the Company’s president, is EJ Partners
Limited Partnership’s Gener&artner. Mr. Palmer, &eneral Partner of theartnership, votes
all 4,101,665 shares d¢iie commorstock owned byhe Partnership and is thereforebaneficial
owner. See “MANAGEMENT"” and “PRINCIPAL SHAREHOLDERS?” for their addresses.

Validity Of Shares

The validity of the Shares offered hereby will be passed updhegdCompany by the law firm
of Messerli & Kramer, P.A., 1800 Fifth StreetTowers, 150 South Fifth Streetjinneapolis,
Minnesota 55402-4218.

Experts

The financial statements of the Company, as of December 31, 1998, included in this Prospectus
and Registration Statement, have been so includedlianceupon the reports ofLeininger &
Leininger, Ltd., 15395-31stAvenue North, Plymouth,Minnesota55447, independent certified
public accountants, and given on the authority of that firm as experts in accounting and auditing.
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Leininger & Leininger, Ltd. L Certified Public Accountants

IndependentAuditors’ Report

To the Board of Directors and Stockholders
SolarAttic, Inc.
Elk River, Minnesota

We have audited the accompanying balance she&8slafAttic, Inc. as of December 31, 1997
and 1998, and therelated statements ofperations, stockholders' equignd cashflows for the
years then ended. These financial statements are the responsibilitCohtipany'smanagement.
Our responsibility is to express an opinion on these financial statements based on our audits.

We conductedour audits inaccordance with generallgccepted auditingstandards. Those
standards require that we plan and perform the audits to obtain reasonable assurance about whether
the financial statements are freenoéterialmisstatement. An audit includegamining, on dest

basis, evidence supporting the amounts and disclosutks fimancialstatements. Amudit also

includes assessirthe accounting principlessed andsignificant estimates made by management,

as well as evaluating the overall financial statenmesentation. Wadbelieve thatour audits

provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present faidy nmaterialrespects, the
financial position of SolarAtticinc. as of December 31, 19%nhd 1998, and theresults of its

operations and its cadlows for the years therended, inconformity with generallyaccepted
accounting principles.

Plymouth, Minnesota - - g_ -
February 28, 1999 | é Qsp

15395-3% Ave. N., Ste 11 Plymouth, Minnesota 554471 (612)553-27310 Fax (612)553-
2741
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SOLARATTIC, INC.
BALANCE SHEETS

At December 31 1997 1998
ASSETS
Current Assets
Cash $ 14,148 $ 30,479
Accounts receivable 8,236 10,433
Inventories 34,995 42,522
Prepaid expenses 8,525 9,984
Prepaid rent 24,822 6,205
Prepaid stock issuance costs 5,694 31,155
Total current assets 96,420 130,778
Furniture and Equipment 66,268 66,268
Less accumulated depreciation 34,064 42,983
Net furniture and equipment 32,204 23,285
Other Assets
Prepaid rent 6,205 —
Due from officer 56,198 66,918
Patent, net of amortization of $34,089 and $40,531 27,111 20,669
Customer list, net of amortization of $7,071 and $11,785 25,929 21,215
Total other assets 115,443 108,802
Total assets $ 244,067 $ 262,865
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Accounts payable and accrued liabilities $ 2,009 $ 47,642
Current maturities of note payable to officer 788 771
Other liabilities 42,400 49,823
Total current liabilities 45,197 98,236
Note Payable to Officer, Net of Current Portion 100,462 99,696
Stockholders' Equity
Common stock, no par value; authorized 100,000,000 shares;
issued and outstanding 9,385,752 and 9,979,678 shares 691,067 840,432
Less stock notes receivable — (33,500)
Retained earnings (deficit) (592,659) (741,999)
Total stockholders' equity 98,408 64,933
Total liabilities and stockholders' equity $ 244,067 $ 262,865

See Notes to Financial Statements.
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SOLARATTIC, INC.
STATEMENTS OF OPERATIONS

Year Ended December 31 1997 1998
Revenues $ 61,853 $ 117,755
Cost of Goods Sold 28,857 63,045
Gross profit 32,996 54,710
Operating Expenses 180,897 187,150
Operating loss (147,901) (132,440)
Interest Expense 11,659 16,900
Net loss $ (159,560) $ (149,340)

Weighted Average Common Shares
Outstanding 9,247,613 9,544,986

See Notes to Financial Statements.
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SOLARATTIC, INC.
STATEMENTS OF STOCKHOLDERS’ EQUITY

Year Ended December 31, 1997 and 1998

Retained Total
Common Stock Stock Notes Earnings Stockholders
Shares Amount Receivable (Deficit) Equity
December 31, 1996 8,977,216 $ 544,353 $ - $ (433,099) $ 111,254
Issuance of stock 279,426 92,070 - - 92,070
Stock issued for rent 124,110 49,644 - - 49,644
Stock issued for services 5,000 5,000 - - 5,000
Net loss - - - (159,560) (159,560)
December 31, 1997 9,385,752 691,067 - (592,659) 98,408
Issuance of stock 591,526 144,365 - - 144,365
Stock issued for services 2,400 12,000 - - 12,000
Stock issuance expense - (7,000) - - (7,000)
Stock notes receivable - (33,500) - (33,500)

Net loss - - - (149,340) (149,340)

December 31, 1998 9,979,678 $ 840,432 $ (33,500) $ (741,999) $ 64,933

See Notes to Financial Statements
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SOLARATTIC, INC.

STATEMENTS OF CASH FLOWS

Year Ended December 31

1997

1998

Cash Flows From Operating Activities
Net loss

Adjustments to reconcile net loss to net cash flows

from operating activities:

$(159,560) $ (149,340)

Depreciation 8,372 8,919
Amortization 11,156 11,156
Amortization of prepaid rent from stock 18,617 24,822
Issuance of common stock for services 5,000 12,000
(Increase) decrease in operating assets:
Accounts receivable (7,806) (2,197)
Inventory 5,932 (7,527)
Prepaid expenses (5,500) (1,459)
Prepaid stock issuance costs (5,694) (25,461)
Increase (decrease) in operating liabilities:
Accounts payable and accrued liabilities 1,600 45,633
Other liabilities 42,400 7,423
Net cash flows from operating activites  (85,483) (76,031)
Cash Flows From Investing Activities
Increase in due from officers, net (12,992) (10,720)
Purchase of equipment (20,395) —
Net cash flows from investing activities (33,387) (10,720)
Cash Flows From Financing Activities
Proceeds from issuance of common stock 92,070 110,865
Stock issuance expense — (7,000)
Proceeds from note payable to officer 11,718 —
Payments on note payable to officer (468) (783)
Net cash flows from financing activities 103,320 103,082
Change in cash and equivalents (15,550) 16,331
Cash and Equivalents
Beginning of year 29,698 14,148
End of year $ 14,148 $ 30,479

See Notes to Financial Statements.
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SOLARATTIC, INC.
STATEMENTS OF CASH FLOWS (Continued)

Year Ended December 31 1997 1998
Supplemental Disclosures of Cash Flow
Information
Cash payments for interest $11,659 $ 16,900
Income taxes paid $ - $ -
Supplemental Schedule of Noncash Investing
and Financing Activities
Issuance of common stock for services $5,000 $ 12,000
Issuance of common stock for prepaid rent $9,644 $ -
Issuance of common stock for stock notes receivable $ - 3%,500

See Notes to Financial Statements.
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NOTES TO FINANCIAL STATEMENTS

Note 1 Natureof Businessand Significant AccountingPrinciples

Nature of operations:

SolarAttic, Inc. (the Company), a Minnesota corporation, was formed on August 11, 1986 and
was in the development stage through December 31, 1996. The year 1997 is the first year during
which it was considered an operating company. Sales are currently throughout the continental
United States. However, markets for the Company’s technology and products are international in
nature. Products sold included primarily swimming pool heaters, space heaters and ventilation
systems. Sales are direct to consumers and through dealers.

Basis of financial statement presentation and accounting estimates:

The accompanying financial statements are presented in accordance with generally accepted
accounting principles. In preparing the financial statements, management is required to make
estimates and assumptions that affect the amounts reported in the financial statements and
accompanying notes. Actual results could vary from those estimates.

Cash equivalent policy and cash flows:

For purposes of reporting cash flows, cash and equivalents is comprised of bank checking
accounts.

Accounts receivable:

Management has determined that no allowance for uncollectable accounts is necessary at December
31, 1997 and 1998.

Inventories:
Inventories are valued at the lower of cost (first-in, first-out method) or market. Inventory is
comprised primarily of raw materials.

Furniture and equipment:

Furniture and equipment is recorded at cost, less accumulated depreciation. Depreciation is
provided on a straight-line basis over the estimated useful life of three to seven years.

Patent:

The Company has capitalized costs related to acquiring a patent, which are being amortized using
the straight-line method over 9.5 years. All other patent costs are expensed as incurred.

Customer list:

The Company has capitalized costs related to acquiring a customer list, which are being amortized
using the straight-line method over 7 years.

Other liabilities:
The Company has credit cards payable, which are backed by the personal guarantee of an officer.

Researchand development:

Research and development costs are charged to operations as incurred and totaled $1,853 and
$10,086 for 1997 and 1998, respectively.
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NOTES TO FINANCIAL STATEMENTS (CON'T)

Note 1 Natureof Business ... Continued

Stock based compensation:

In 1995, the Financial Accounting Standards Board issued SFAS NoAd&3)nting for Stock-
Based CompensatiorAs permitted by this Standard, the Company will continue to measure
compensation cost using the intrinsic value-based method of accounting prescribed by the
Accounting Principles Board (APB) Opinion No. Zxcounting for Stock Issued to Employees

Stock _issuance costs:

The Company has recorded prepaid stock issuance costs for legal and other expenses incurred in
connection with its SCOR (small corporate offering registration) and other stock offerings. As of
December 31, 1998, $7,000 of prepaid stock issuance costs has been deducted from the proceeds
directly related to issuance of common stock. Management continues to actively pursue sales of
common stock. The remaining prepaid stock issuance costs will be deducted from future proceeds
related to stock issuance, or expensed against net income only to the extent that future proceeds
derived from issuing the stock do not exceed total prepaid stock issuance costs.

Stock notes receivable;

The Companyhas recorded two stock notes receivable, whiehrecorded on th€Eompany’s
Balance Sheet as a reduction in stockholdeqgity. AtDecembei31, 1998,the total amount of
these receivables &33,500. Payments of1,500per month arenade on$31,500 ofthis total

over a period of 24 months. The remaining $2,000 is paid in two installments during 1999.

Income taxes:

The Company has adopted FASB Statement No.A€&unting for Income Taxeshich

requires an asset and liability approach to financial accounting and reporting for income taxes.
Under the asset and liability method, deferred tax assets are recognized for deductible temporary
differences and operating loss or tax credit carry forwards and deferred tax liabilities are recognized
for taxable temporary differences. Temporary differences are the differences between the amounts
of assets and liabilities recorded for income tax and financial reporting purposes. Deferred tax
assets are reduced by a valuation allowance when management determines that it is more likely than
not that some portion or all of the deferred tax assets will not be realized. Deferred tax assets and
liabilities are adjusted for the effects of changes in tax laws and rates on the date of enactment.



NOTES TO FINANCIAL STATEMENTS (CON'T)

Note 2 RelatedParty Transactions

Note payable to officer at December 31, 1997 and 1998, consist of the following:

1997 1998
Unsecured note payable, maturing January 1,
2028, monthly installments of $807
including interest at 8.90% at December 31, 1998.
The rate adjusts every six months, based on the
6 month LIBOR rate plus 6.25%, with a 1.00%
maximum change every six months, and a minimum
and maximum interest rate of 7.90% and 13.90%
respectively. $ 101,250 $ 100,467
Less current maturities 788 771
$ 100,462 $ 99,696
Future maturities are as follows:
1999 $ 771
2000 842
2001 920
2002 1,006
2003 1,099
Thereafter 95,829
$ _ 100,467

Interest expense for related parties was $8,465 in 1997 and $8,550 in 1998.

Amounts due from officer are unsecured and non-interest bearing. Due from officer is scheduled
for monthly repayment at the rate of 1/20th of Mr. Palmer’s salary when Mr. Palmer starts to
receive a salary.

The Company rented office and warehouse facilities from an officer of the Company on a month-

to-month basis throughout 1997 and 1998. Total occupancy related expense, including certain real
estate taxes, utilities and repairs paid to the officer was $2,354 in 1997 and $3,977 in 1998.
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NOTES TO FINANCIAL STATEMENTS (CON'T)

Note 3 Stockholders’Equity

Stock option plan:

The Company has reserved 1,000,000 shares of common stock for issuance under an incentive
stock option plan established in 1986. Under the plan, options are granted at prices determined by
the Board of Directors. It is the Company’s policy to not grant any options at a price less than the
current market or sales price. No options have been granted as of December 31, 1998. The
incentive stock option plan matures in 2001.

Stock options:

Certain stockholders are able to purchase additional common stock related to the issuance of stock
options. At December 31, 1996, there were 850,000 options outstanding and exercisable. During
1997, options to purchase 100,000 shares were granted at an exercise price of $1.00 per share.
No options shares expired, were canceled, or exercised during 1997. At December 31, 1997 there
were 950,000 options outstanding and exercisable.

During 1998, 177,500 options were exercised at a weighted-average price of $.29 per share, and
272,500 options expired at a weighted-average price of $.23 per share. No options were granted
during 1998. At December 31, 1998, there were 500,000 options outstanding and exercisable at a
weighted-average exercise price of $.52 per share and a weighted-average remaining contractual
life of 31 months; the outstanding options are comprised of 400,000 shares exercisable at $.40 per
share expiring December 31, 2000 and 100,000 shares exercisable at $1.00 per share expiring
December 31, 2003.

Stock warrants:

Certain stockholders were able to purchase additional stock with stock warrants attached to
common stock issued. At December 31, 1996 there were 815,993 warrants outstanding and
exercisable. During 1997, 130,000 shares were exercised at a weighted-average exercise price of
$.20 per share. At December 31, 1997 there were 685,993 warrants outstanding and exercisable.

During 1998, 411,826 warrants were exercised at a weighted-average exercise price of $.20 per
share, and the remaining 274,167 warrants expired at a weighted-average exercise price of $.21
per share. No warrants were granted during 1998, and there are no warrants outstanding at
December 31, 1998.

Common shares issued as consideration:

Common shares have been issued periodically for patents, inventory, consulting services, rent and
customer lists. The amount assigned to each transaction is based upon contractual agreements.

Stock based compensation:

The Company applies APB Opinion No. 25 in accounting for its stock incentive plans.

Accordingly, no compensation cost has been recognized for options granted. There are no charges
or credits to expense with respect to the granting or exercise of options since the options were
issued with exercise prices at or exceeding fair market value on their respective dates of grant.
However, using an option pricing model to determine the fair value of the options and considering
the expected option life, anticipation of no dividends, and the risk-free interest rate, determining
compensation cost for stock-based compensation plans consistent with SFAS 123 would not have
had a material impact on reported net income of the Company.
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NOTES TO FINANCIAL STATEMENTS (CON'T)

Note 4 IncomeTaxes

The Company recorded no provision for income tax expense for the periods ended December 31,
1997 and 1998.

Deferred tax assets and liabilities were comprised of the following at December 31

1997 1998
Deferred tax asset - net operating losses $35,800 $ 295,500
Less valuation allowance 235,800 295,500
Net deferred tax assets - -
Deferred tax liabilities - -
Total deferred income taxes $ - $ -

A valuation allowance has been established for the deferred tax asset because management
determined it is more likely than not that the deferred tax asset will not be realized. The
Company'’s valuation allowance increased $59,700 from December 31, 1997 to December 31,
1998, due to net operating losses incurred during 1998. At December 31, 1998, for income tax
purposes, the Company had federal and state net operating loss carry forwards of approximately
$742,000 available that expire through the year 2013.

Note 5 CommitmentsandContingencies

Warranty:

The materials assembled by the Company generally carry warranties provided by the manufacturers
against product failure. In addition, the Company provides a warranty of its assembled product
workmanship. Management has determined that no warranty reserve was necessary as of
December 31, 1997 and 1998.

Year 2000 (Y2K):

The Company has completed its own Y2K assessment and management has not found any internal
issues that would cause significant operational problems. However, due to external factors beyond
the Company’s control such as general economic conditions, it is uncertain as to whether the Year
2000 issue will impact the Company’s operations in any significant way.

Note 6 OperatingLeases

In April of 1997, the Company began leasing space under a non-cancelable operating lease

expiring April 15, 1999. Under this agreement, the Company issued 124,110 shares of common
stock totaling $49,644. This was recorded as prepaid rent expense and is being amortized to rent
expense over the lease term. In addition to the common stock, the Company makes a monthly cash
payment for rent. As of the date of this report, management has entered into discussions to extend
this lease for a period of one year upon similar terms.

Rent expense totaled $23,852 and $31,559 for the years ended December 31, 1997 and 1998.
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SOLARATTIC, INC.
BALANCE SHEETS
(UNAUDITED)

JUNE 30 1998 1999
ASSETS
Current Assets
Cash $ 1,562 $ 10,408
Accounts receivable 1,887 19,916
Inventories 42,504 34,519
Prepaid expenses 8,139 10,847
Prepaid rent 18,616 18,615
Prepaid stock issuance costs 5,694 31,155
Total current assets 78,402 125,460
Furniture and Equipment 66,268 66,710
Less accumulated depreciation 38,523 46,743
Net furniture and equipment 27,745 19,967
Other Assets
Due from officer 61,122 72,611
Patent, net of amortization of $37,310 and $43,752 23,890 17,448
Customer list, net of amortization of $9,428 and $14,142 23,572 18,858
Total other assets 108,584 108,917
Total assets $ 214,731 $ 254,344
LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities
Accounts payable and accrued liabilities $ 23,268 $ 46,294
Accrued advanced payments from customers 24,708
Current maturities of notes payable to officers 686 8,380
Current maturities of note payable to bank — 7,240
Other liabilities 52,439 48,186
Total current liabilities 101,101 110,100
Note Payable to Officer, Net of Current Portion 100,235 99,831
Note Payable to Bank, Net of Current Portion — 5,944
Stockholders' Equity
Common stock, no par value; authorized 100,000,000 shares;
issued and outstanding 9,406,252 and 9,985,947 shares 695,167 871,777
Less stock notes receivable — (23,500)
Retained earnings (deficit) (681,772) (809,808)
Total stockholders' equity 13,395 38,469
Total liabilities and stockholders' equity $ 214,731 $ 254,344

See Notes to Unaudited Financial Statements.
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SOLARATTIC, INC.
STATEMENTS OF OPERATIONS
(UNAUDITED)

Six Month Periods Ending June 30 1998 1999
Revenues $ 53,491 $ 107,450
Cost of Goods Sold 29,545 47,708
Gross profit 23,946 59,742
Operating Expenses 105,217 118,332
Operating loss (81,271) (58,590)
Interest Expense 7,842 9,219
Net loss $ (89,113) $ (67,809)

Weighted Average Common Shares
Outstanding 9,400,671 9,983,449

See Notes to Unaudited Financial Statements.
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SOLARATTIC,

INC.
STATEMENTS OF STOCKHOLDERS’' EQUITY
(UNAUDITED)

Period from December 31, 1996 to June 30, 1999

Retained Total
Common Stock Stock Notes  Earnings  Stockholders
Shares Amount Receivable (Deficit) Equity
December 31, 1996 8,977,216 $ 544,353 $ - $ (433,099) $ 111,254
Issuance of stock 279,426 92,070 - - 92,070
Stock issued for rent 124,110 49,644 - - 49,644
Stock issued for services 5,000 5,000 - - 5,000
Net loss - - - (159,560) (159,560)
December 31, 1997 9,385,752 691,067 $ - $ (592,659) $ 98,408
Issuance of stock 20,500 4,100 - - 4,100
Net loss - - - (89,113) (89,113)
June 30, 1998 9,406,252 $ 695,167 $ - $ (681,772) $ 13,395
Issuance of stock 571,026 140,265 - - 140,265
Stock issued for services 2,400 12,000 - - 12,000
Stock issuance expense - (7,000) - - (7,000)
Stock notes receivable - (33,500) - (33,500)
Net loss - - - (60,227) (60,227)
December 31, 1998 9,979,678 $ 840,432 $ (33,500) $ (741,999) $ 64,933
Issuance of stock 1,305 6,525 - - 6,525
Stock issued for rent 4,964 24,820 - - 24,820
Stock notes receivable - 10,000 - 10,000
Net loss - - - (67,809) (67,809)
June 30, 1999 9,985,947 $ 871,777 $ (23,500) $ (809,808) $ 38,469

See Notes to Unaudited Financial Statements
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SOLARATTIC, INC.

STATEMENTS OF CASH FLOWS

(UNAUDITED)

Six Month Periods Ending June 30 1998 1999
Cash Flows From Operating Activities
Net loss $ (89,113) $ (67,809)
Adjustments to reconcile net loss to net cash flows
from operating activities:
Depreciation 4,459 3,760
Amortization 5,578 5,578
Amortization of prepaid rent from stock 12,411 12,411
(Increase) decrease in operating assets:
Accounts receivable 6,349 (9,483)
Inventory (7,509) 8,003
Prepaid expenses 386 (863)
Increase (decrease) in operating liabilities:
Accounts payable and accrued liabilities 21,259 (1,348)
Advanced payments from customers 24,708 —
Other liabilities 10,039 (1,578)
Net cash flows from operating activites  (11,433) (51,329)
Cash Flows From Investing Activities
Increase in due from officers (4,924) (5,693)
Purchase of equipment — (442)
Net cash flows from investing activities (4,924) (6,135)
Cash Flows From Financing Activities
Proceeds from issuance of common stock 4,100 6,525
Proceeds from stock notes receivable — 10,000
Proceeds from note payable to bank — 15,000
Payments on note payable to bank — (1,816)
Proceeds from note payable to officer — 8,000
Payments on notes payable to officer (329) (316)
Net cash flows from financing activities 3,771 37,393
Change in cash and equivalents (12,586) (20,071)
Cash and Equivalents
Beginning of period 14,148 30,479
End of period $ 1,562 $ 10,408

See Notes to unaudited Financial Statements.
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SOLARATTIC, INC.
STATEMENTS OF CASH FLOWS (Continued)
(UNAUDITED)

Six Month Periods Ending June 30 1998 1999
Supplemental Disclosures of Cash Flow
Information
Cash payments for interest $ 7,842 9,219
Income taxes paid $ - $ -

Supplemental Schedule of Noncash Investing
and Financing Activities
Issuance of common stock for prepaid rent $ - 4,820

See Notes to Unaudited Financial Statements.

NOTES TO UNAUDITED FINANCIAL STATEMENTS

Note 1 Unaudited statements

The interim financial statements are unaudited but have been prepared on a basis substantially
consistent with the audited financial statements appearing in this Prospectus. In the opinion of
management, all necessary adjustments (consisting of normal recurring adjustments) have been
included to present fairly the unaudited six month period results when read in conjunction with the
audited financial statements. The results of operations for any interim period are not necessarily
indicative of results for the full year. These unaudited financial statements should be read in
conjunction with the Company’s audited financial statements presented herein.

Note 2 Stock options and warrants

Stock option information contained in the audited financials remains unchangeDdoamber
31, 1998. There are no stock warrants outstanding.

Note 3 Stock option plan

Stock optiorplan information contained in the audited financials remains unchanged from
December 31, 1998. See “Employee Stock Option Plan” and “Notes to Audited Financials.”

Note 4 Research and development

Research and development costs are charged to operations as incurred and totaled $1,049 and
$4,031 for the six-month periods ending June 30, 1998 and 1999, respectively.

Note 5 Officer Note

On June 7, 1999 James F. Stanley, a vice president, loaned the Company $8,000 in cash for
the purpose of purchasing inventory. The loan is a short-term note bearing a simple interest rate of
5.00% per annum and is carried on the Company’s balance sheet statement as an addition to
“Current maturities of notes payable to officers.”
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Investor Subscription Agreement
SolarAttic, Inc.

Persongnterested in purchasinghares othe CommorStock of SolarAttic,Inc. (the “Shares”)
must complete and return this Subscription Agreement along with their check or money order to:

SolarAttic, Inc., 15548 95th Circle NE, Elk River, Minnesota 55330

When accepted b olarAttic, Inc., aMinnesota corporation (th&Company”), this Subscription
Agreement shall constitute an irrevocable subscription for shares of CoB8tmciy nopar value,
of the Company. The minimum investment i$500 (100 shares). A&opy of the accepted
Agreement will be returned as a receipt and a stock certificate will be issued shortly thereafter.

The undersigned (referred to herein the “Subscriber”) desires tbecome a SHAREHOLDER

and hereby irrevocably (after 72 hours) tenders this subscriggi@@ment andubscribes fothat
number of shares (the “Shares”)thé Company’scommon stock as statéelow, atthe price of
five-dollars ($5.00) per share, uporthe terms, conditionsand representations set forth herein.
Investors can revoke their purchase of the shares for 72 hours by filling out the form on page X-3.

1. The Subscriber acknowledges and represents as follows:

(&) That the Subscriber has received and carefully revidvegdompany’s prospectusiated
August16, 1999, (the “Prospectus”) anthat theSubscriber does natly upon the verbal
representation made by aofficer, employee or agent of tt@ompany. Notwithstanding the
availability of other relevant information on the Internetetsewhere, Subscriber represents
that this subscription is based upon the information contained within said Prospectus; and

(b) That the Subscriber has the net worth and/or income to be able to bear the edskarhic
an investment in the Shares; and

(c) That theSubscriber has such knowledge axgerience in financial anousinessnatters
S0 as to be capable of evaluating the merits and risks of an investment in the Shares; and

(d) That the Subscriber has determined that the Shares are a suitable investment for him, her or

it and meetdis, her or its investment objectives and financiabds,andthat theSubscriber
hasadequate mearfer providing forcurrent financiaheeds and personal contingencies and
has no need for liquidity if a market for the Shares does not develop; and

(e) That theSubscriber recognizeébkat an investment in thghares is highlgpeculative and
involves a high degree oisk, including those irthe Prospectus discussed undee heading
“Risk Factors;” and

(N That the Subscriber is purchasing the shares herein for investment purposes only.

2. TheSubscriber represents and warrathia he, she or it is &ona fide residentf, and is
domiciled in the State, or jurisdiction, stated below #rat theSharesare beingourchased solely
for the beneficial interest of the Subscriber.

3. The Subscriber understarttiat theCompany willescrowthe proceeds fronthe first 30,000
shares sold and that stock certificates will be issued onlyth&#eninimumescrow proceedsave
been raised. The Subscriber understahdstheCompany will alsause andely uponall of the
representations, warrants, registration and subscriber information provided herein.

Make check or money order out, in the appropriate amount, payable directly to
“SolarAttic, Inc.” Mail the signed subscription agreement and funds to SolarAttic,
Inc., 15548 95th Circle NE,Elk River, Minnesota 55330-7228. Call Ed Palmer,
SolarAttic’'s CEO, at (612) 441-3440 if you have any questions about this form.
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4. REGISTRATION INFORMATION: (Please print

Name of Subscriber

Street Address (Mail notices and fgorts to

City/State/Zip Code

Telephone Number(s)

Social Security Number

Tax ldentification Number (If applicable)
Shares Purchased (100 Share Minimum)
Amount of Funds Enclosed $ ($500 Minimum

State of Residence/Domicile
Register Shares A% *

*(If different from the aboveName of Subscriber’, Register Shares as shown here.)

5. THE SUBSCRIBER(s) IS (are):
() Corporation ( ) Trust:
() Asingle person Trustees(s)
() Husband and wife, community property Trust Date
() Joint Tenants Name of Trust
( ) A married (man) (woman) as (his) (her For the Benefit of
separate property
() Tenants in Common ( ) Custodian for
( ) Other under the Uniform Gift to Minors Act of
the State of :
0 My Check Is Enclosed Charge My: [0 Visa [0 MasterCardJ America Express
Card# Expiration date

Name on card

Check all that apply: O Accredited Investor as defined by Rule 501 of SEC Regulation D.
00 A bank, savings & loan, insurance co., investment co., or a SBIC.
O Investment represents more than 10% of net worth excluding house.

Signature(s):

Date:

Signature of Subscriber(s)

Print Name(s)

Acceptance by Company:
Subscription accepted this day of : , by SolarAttic, Inc.

Edward G. Palmer, CEO
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INSTRUCTIONS: To rescind your purchase of the Shares, fill out the form below
and mail it to the Company within 72 hours.

Notice of Rescission

TO: EDWARD G. PALMER, CEO
SOLARATTIC, INC.
15548 95TH CIRCLE NE
ELK RIVER, MN 55330

| hereby exercise my right to rescind my purchase of shares of SolarAttic, Inc.

This rescission is made within seventy-two (72) hourthefearliest of my execution of a written
agreement to purchase said shares, the delivery of a confirmation of sale of said shares to me or the
payment for such shares. | understtmat the effective date of threscission shall bthe date of

delivery of this Notice othe depositing osame, properly addressedd with adequate postage
thereon, in the United States Mail.

DATED, this day of , and year of

(Subscriber's Name)

(Subscriber's Address)
(City) (State) (Zip Code)
Subscriber's Signature
COMMENTS:
-------------------------------------- 601 |  EECI



No dealer, salesman or other person has
been authorized to give any information or
to make any representation not contained in
this Prospectus and, if given or made such
information or representation must not be
relied upon as having been authorized by the
Company, any Selling Shareholder or any
Underwriter. This Prospectus does not
constitute an offer tosell or solicitation of an
offer to buy any securities offeredhereby in
any jurisdiction to any person to whom it is
unlawful to make such offer in such
jurisdiction.  Neither the delivery of this
Prospectus nor any sale made hereunder
shall, under any circumstances, create any
implication that the information contained
herein is correct as of anytime subsequent to
the date hereof or that there has been no
change inthe affairs of the Company since
that date.
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Until the first anniversary after the
effective date ofthis Prospectus, anydealer
that is effecting transactions in the registered
securities, whether or not participating in this
distribution, may be required to deliver a
Prospectus.

SolarAttic

30,000to0 960,000Shares
NoPar Value

Common Stock
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SolarAttic, Inc.
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Elk River, MN 55330
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www.solarattic.com

“Own A Pieceofthe
Global Warming Solution!”




