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Flexible Solutions International, Inc.

1,828,600 Shares of Common Stock

These shares of common stock are being offered by the selling shareholders named
in this prospectus.

The selling shareholders may sell the shares covered by this prospectus on the
American Stock Exchange 1in ordinary Dbrokerage transactions, 1in negotiated
transactions or otherwise, at prevailing market prices at the time of sale or at
negotiated prices, and may engage a broker or a dealer to sell the shares. For
additional information, vyou should refer to the Plan of Distribution section of
this prospectus. The selling shareholders may be deemed to be underwriters
within the meaning of the Securities Act in connection with their sale of our
shares. We will not receive any proceeds from the sale of the shares, but will
bear the costs relating to the registration of the shares.

Our common stock 1is traded on the American Stock Exchange under the symbol FSI.

Investing 1in the common stock involves a high degree of risk. You should
consider carefully the risk factors beginning on page 2.

Neither the securities and exchange commission nor any state securities
commission has approved or disapproved of these securities or determined if this
prospectus 1s truthful or complete. Any representation to the contrary is a
criminal offense.

The date of this prospectus is June 16, 2003

PROSPECTUS SUMMARY
Our company

Flexible Technologies 1International, Inc. develops, manufactures and markets
specialty chemicals which slow down the evaporation of water. Our initial
product, Heat$avr, is marketed for use in swimming pools and spas where its use,
by slowing the evaporation of water, allows the water to retain a higher
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temperature for a longer period of time and thereby reduces the energy required
to maintain the desired temperature of the water in the pool. Our newest
product, WaterS$Savr, is marketed for water conservation where its use slows down
water loss due to evaporation. This product is designed for use in agriculture,
golf course and turf, reservoirs, and irrigation. We also make and sell
dispensers which automate the deployment of our chemical products.

We are a Nevada corporation which was incorporated in May 1998. Our wholly-owned
subsidiary, Flexible Solutions, Ltd., which we acquired in 1998, Dbegan
operations in 1991. Our executive office is located at 2614 Queenswood Drive,
Victoria, British Columbia V8N 1X5. Our telephone number is (250) 477-9969 and
our facsimile number is (250) 477-9912.

RISK FACTORS

Except for historical information, the information in this prospectus and in our
SEC reports contains forward-looking statements about our expected future
business and performance. Our actual operating results and financial performance
may prove to be very different from what we might have predicted as of the date
of this prospectus. The risks described below deserve your special
consideration.

Our business would be adversely affected if we lost the services Dan O'brien,
our chief executive officer.

We are dependent upon the services of Dan O'Brien, who serves as our president
and chief executive officer. Our business would be adversely affected if the
executive services of Mr. O'Brien ceased to be available us because none of our
other employees could take over the management activities of Mr. O'Brien.
Therefore we would have to recruit one or more new executives Dbut there can be
no assurance that we would be able to engage a replacement executive with the
required skills on satisfactory terms. Mr. O'Brien does not have an employment
contract with Flexible. We have a key man life insurance policy in the amount of
CDN $400, 000 (currently approximately USD$250,000) on Mr. O'Brien.

Our revenues would be substantially reduced if we lost the major customer that
accounts for a substantial amount of our sales.

Our exclusive U.S. and Canadian distributor of our HEATSAVR product packaged in
our Tropical Fish dispenser accounted for 94% of our sales revenues in 2001 and
95% of our sales revenues in 2002. Although we have an agreement with such firm
which is described Dbelow, the agreement does not require the distributor to
purchase any minimum amount of our products, nor does it prevent it from
handling competing products. If our distributor reduced its purchase or ceased
to purchase our products we would suffer substantial reduction in our sales and
would have to make alternative arrangements to distribute our Tropical Fish
product in the U.S. and Canada. There can be no assurance that we would be able
to replace the services of this distributor on satisfactory terms.

We are subject to concentrated credit risk from our major customer.
We allow our major customer 45 days to pay for each shipment of product we make
to them. This represents risk that we would be subject to substantial write-off

of our accounts receivable 1f this customer defaulted on their payment
obligations to us.

The recent introduction of our water$avr product may result in losses.

We introduced our WATERSAVR product in June 2002. This product acheived its
first significant commercial sale in the quarter ended March 31, 2003. This
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product can achieve success only if it is ordered in substantial quantities by
commercial customers who have determined that the water saving benefits of the
product exceed the costs of purchase and deployment of the product. We cannot
assure that we will receive sufficient orders of this product to achieve profits
or cover the additional expenses incurred to manufacture and market this
product. We expect to spend $1,900,000 on WATERSAVR in 2003.

Our products can be hazardous if not handled, stored and used properly.

HEATSAVR 1is flammable and must be stored properly to avoid fire risk.
Additionally, it may injure eyes which are exposed to the concentrated product.
Although we label the products to warn of such risks, our sales could be reduced
if our products were to be viewed as being dangerous to use or actually been
implicated in causing personal injury or property damage, which is not currently
the case.

USE OF PROCEEDS

The shares being sold with this prospectus are being sold by selling security
holders. Flexible will not receive the proceeds of any sales.

MARKET FOR SECURITIES
Our common stock began trading on the American Stock Exchange under the symbol
FSI on November 19, 2002. Prior to that, our stock traded on the

over—the-counter market and was quoted on the NASD Electronic Bulletin Board.

The following 1is the range of high and low closing sales or bid prices for
Flexible common stock for the periods indicated:

SALES OR BID PRICES

High Low
2001
January 2 - March 30 2.75 .6875
April 2 - June 29 2.30 1.50
July 2 - September 28 1.75 .67
October 1 - December 31 1.45 .73
2002
January 2 - March 28 3.57 1.30
April 1 - June 28 4.10 2.50
July 1 - September 30 3.85 1.95
October 1 - December 31 3.85 2.77
2003
January 1 - March 31 3.40 2.25
April 1 - May 30 3.35 2.39

Prices since November 19, 2002 represent high and low prices on the American
Stock Exchange. Prices prior to Novemeber 19, 2002, represent inter-dealer
quotations which do not include retail mark-ups, markdowns, or commissions, and
do not necessarily represent actual transactions. We had 75 record holders of
our common stock on March 21, 2003. Such shares are owned by approximately 350
beneficial owners.

Our common stock also trades on the Frankfurt Germany stock market under the
symbol FXT.
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THE PENNY STOCK RULES

The Securities and Exchange Commission has adopted regulations which generally
define a penny stock to be any equity security that has a market price less than
$5.00 per share, subject to certain exceptions. Until November 19, 2002, when
our shares began trading on the American Stock Exchange, our shares were within
the definition of a penny stock and were subject to rules and we could be
subject to those rules again if we lost our 1listing on the American Stock
Exchange because we failed to remain in compliance with the requirements to
maintain our listing. The penny stock rules impose additional sales practice
requirements on broker-dealers who sell such securities to persons other than
established customers and accredited investors (generally those with assets in
excess of $1,000,000 or annual income exceeding $200,000, or $300,000 together
with their spouse). For transactions covered by these rules, the broker-dealer
must make a special suitability determination for the purchase of such
securities and have received the purchaser's written consent to the transaction
prior to the purchase. Additionally, for any transaction involving a penny
stock, unless exempt, the rules require the delivery, prior to the transaction,
of a risk disclosure document mandated by the Commission relating to the penny
stock market. The broker-dealer also must disclose the commissions payable to
both the broker-dealer and the registered representative, current quotations for
the securities and, 1f the Dbroker-dealer is the sole market-maker, the
broker-dealer must disclose this fact and the broker-dealer's presumed control

over the market. Finally, monthly statements must be sent disclosing recent
price information for the penny stock held in the account and information on the
limited market in penny stocks. The penny stock rules may restrict the ability

of Dbroker-dealers to sell our shares and may affect the ability of our
shareholders to sell our shares in the secondary market.

DIVIDEND POLICY

Flexible has not paid any dividends on its common stock, and it is not
anticipated that any dividends will be paid in the foreseeable future. The Board
of Directors intends to follow a policy of retaining earnings, if any, to
finance the growth of the company. The declaration and payment of dividends in
the future will be determined Dby the Board of Directors in light of conditions
then existing, 1including the company's earnings, financial condition, capital
requirements and other factors.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATION

Our operating activities are related primarily to manufacturing and marketing
our swimming pool chemical product called "HEATSAVR", including the consumer
version packed in our "Tropical Fish" dispenser. In June 2002 we introduced a
fresh water evaporation control chemical product called "WATERSAVR".

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The SEC has recently issued Financial Reporting Release No. 60, "Cautionary
Advice Regarding Disclosure About Critical Accounting Policies" ("FRR 60"),
suggesting companies provide additional disclosure and commentary on those
accounting policies considered most critical. A critical accounting policy is
one that is both very important to the portrayal of our financial condition and
results, and requires management's most difficult, subjective or complex
judgments. Typically, the circumstances that make these judgments difficult,
subjective and/or complex have to do with the need to make estimates about the
effect of matters that are inherently uncertain. We believe the accounting
policies below represent our critical accounting policies as contemplated by FRR
60. See Note 3 of the Notes to Consolidated Financial Statements for a detailed
discussion on the application of these and other accounting policies.
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Allowances for Product Returns. We still grant certain of our customers the
right to return product which they are unable to sell. Upon sale, we evaluate
the need to record a provision for product returns Dbased on our historical
experience, economic trends and changes in customer demand.

Allowances for Doubtful Accounts Receivable. We evaluate our accounts receivable
to determine if they will wultimately be collected. This evaluation includes
significant judgments and estimates, including an analysis of receivables aging
and a review of large accounts. If, for example, the financial condition of our
customers deteriorates resulting in an impairment of their ability to pay or a
pattern of late payment develops, allowances may be required.

Provisions for Inventory Obsolescence. We may need to record a provision for
estimated obsolescence and shrinkage of inventory. Our estimates would consider
the cost of inventory, the estimated market wvalue, the shelf 1life of the
inventory and our historical experience. If there are changes to these
estimates, provisions for inventory obsolescence may be necessary.

Results of Operations
Three months ended March 31, 2003 and 2002

For the first quarter of the current fiscal year, ending March 31, 2003, sales
increased 240% to $1,281,266 compared to $376,620 for the same quarter of the
previous year. The Company experienced a higher volume of sales during the first
quarter Fiscal 2003 as its "Tropical Fish" product continued to gain market
share, Heat$avr sold to the commercial pool sector increased and our new product
"Water$Savr (W$)" had its first significant quarter of revenue. Approximately 40

% of this volume was sales of Water$avr. Management expects that these trends
will continue in the future.

General and administrative expenses were $412,994 for the first quarter up from
$155,307 for the first quarter of last year. The increase in operating expenses
was the result of the growth in the WaterS$Savr Division and its "HeatS$aver"
Division. Notable increases included: wages up to $138,670 from $31,755 directly
a result of new hires in the Water$avr division and increased head count at the
factory in Alberta for increased production; office costs up to $46,022 from
$29,149 a result of the new office cost of the WaterS$avr division; travel, up to
$34,184 from $7,611 due to world wide sales efforts in the WaterS$Savr group;
research to $17,531 from $0 as a result of breaking out the category; currency
exchange to $16,167 from $0 for the same reasons; telephone to $8,762 from
$2,257 as a result of the general increase in corporate activity and consulting,
$41,684 from $0 as a result of expensing options granted to consultants (this is
a non-cash expense generated for accounting requirements).

Management attributes the increase in general and administrative expenses to the
fact that the Company has expanded the manufacturing and sales of its entire
product line. Excluding the non-cash option expense, operating costs increased
139% to $371,310 from $155,307 while revenue increased 254%.

Net income for the quarter was $180,781 which represents an 760% increase over
the first quarter of last year when net income was $21,021. As stated earlier,
the increase in net income was due to an increase in sales of all product lines
and commencement of sales in the Water$Savr division.

Earnings per share were $0.02 (basic), $0.01 (fully diluted) for the first
quarter of Fiscal 2003 compared to $0.00 (basic) and $0.00 (fully diluted) for
the first quarter of fiscal 2002.
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Year ended December 31, 2002 and 2001

Sales for the vyear ended December 31, 2002 were $1,112,192 compared to
$1,334,273 for the 2001 period, a decrease of $222,081 or 16.6%. Our sales
decline was primarily the result of poor weather conditions in the Eastern U.S.
and Canada which reduced the outdoor swimming season and therefore the demand
for our tropical fish product. There were no price changes in this period.

Our overall gross profit margin on product sales decreased slightly to 47.7% in
2002 from 50.3% in 2001. This decrease was primarily due to higher fixed costs
related to additional production facilities and equipment which we have added in
the 2002 period.

Operating expenses for fiscal 2002 were $3,701,899, up from $806,020 in 2001. We
issued over 2 million stock options to employees and consultants which resulted
in a non-cash expense recognition of $2,736,608 in 2002. 1In 2002 we also
increased sales and marketing costs in connection with our WATERS$SAVR product and
this was reflected in increased wages, office, rent, telephone and travel
expenses. We incurred higher professional fees in the 2002 period primarily due
to increased legal and accounting expenses. Depreciation expense was $24,683 for
the 2002 period compared to $18,910 for the 2001 reflecting depreciation for
additional property and equipment added in 2002. Our expenses to increase
investor awareness of our company was significantly less than in 2001 and this
resulted in a decrease in stock promotion and transfer agent's fee in 2002. We
also had an expense of $19,180 in 2002 for currency exchange. There was income
of $2,368 from such item in 2001.

Our income tax provision for 2002 reflected a benefit of $21,456 due to the net
loss while we had income tax expense of $100,264 in 2001. We had interest income
of $67,228 in 2002 reflecting earnings on the proceeds of stock sales during the
year. There was a net loss of $3,082,445 1in the 2002 period compared to a net
loss of $233,955 in 2001.

Year Ended December 31, 2001 and 2000
Fiscal 2001 revenue rose 30% to $1,334,273 Dbecause of more effective marketing

with the preponderance of sales continuing to be in Canada to our Montreal-based
distributor. The distributor reports that 75% of his sales are in the USA. Gross

profit margins were stable at 50.3%. Product mix shifted little during the year
with a continued emphasis on "Tropical Fish". There were no price changes in

this period.

Operating expenses for 2001 were $806,020 up from $289,860 in the 2000 period.
Wages increased to $313,918 in 2001 from $87,907 in 2000. In 2001 this included
$173,750 related to granting of stock options rather than cash expense. Cash
expense also 1increased due to increased production levels and to further
introduction of WATERSAVR. In the 2001 period we increased sales and marketing
costs in connection with our WATERSAVR product and this was reflected in
increased wages, office, rent, telephone and travel expenses. We incurred lower
professional fees 1in the 2001 period primarily due decreased legal and

accounting expenses. Depreciation expense was $18,910 for the 2001 period
compared to $13,489 for 2000 reflecting additional depreciation for additional
property and equipment added in 2001. We also wundertook a program to increase

investor awareness of our company and this program resulted in an increase in
stock ©promotion and transfer agent's fee in 2001. We also had income of $2,368
in 2001 for currency exchange. There was $19,344 of such income in 2000.
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There was a net loss of $233,955 in 2001 compared to net income of $138,971 in
2000.

Liquidity and Capital Resources

We sold 1,828,600 shares of common stock to investors in 2002 for net proceeds
of $5,750,000. Working capital as of March 31, 2003 was $6,344,840. We believe
we have sufficient capital to support our business and operations for at least
the next 12 months. We anticipate wutilizing approximately $2 million in fiscal
2003 to attempt to increase the sales of our products by adding sales and
marketing professionals, increase advertising and promotion expenses, improve
our products, develop additional wuses for our core technology and make
additional patent applications. There can be no assurance that such expenditures
will result in significant increase in sales of our products. Approximately
$1,900,000 of such expenditures are related to our recently introduced WATERSAVR
product. There can be no assurance that any of the expenditures will result in
additional sales revenues.

SEASONALITY

Our operations are subject to seasonal fluctuations. Use of our products
increase in summer months in most markets and result in our sales from January
to June being greater than in July through November. Additionally, cooler summer
weather patterns lead to lower sales volume, particularly of our Tropical Fish
product which is geared to residential pools, due to shorter swimming season
while hotter weather results in increased sales volume due to a longer swimming
season. We Dbelieve we are able to adequately respond to these seasonal
fluctuations by reducing or increasing production as needed.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements contained in this prospectus discuss future expectations,
contain ©projections of future operations or state other "forward-looking"
information. These statements are subject to known and unknown risks,
uncertainties and other factors that could cause the actual results to differ
materially from those contemplated by the statements. The forward-looking
information is Dbased on various factors and 1is derived wusing numerous
assumptions. Important factors that may cause actual results to differ from
projections include, for example:

o the success or failure of management's efforts to implement our
business strategy;

o the uncertainty of demand for our products;

o introduction of competitive products which may be superior to ours; and

o our ability to attract and retain quality employees.

We do not promise to update forward-looking information to reflect actual
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results or changes in assumptions or other factors that could affect those
statements.

OUR BUSINESS

Flexible Solutions International, 1Inc. was incorporated in the State of Nevada
in May 1998. It acquired all of the outstanding shares of Flexible Solutions,
Ltd., a British Columbia corporation, in June 1998 in exchange for 7,000,000
shares of common stock, which represented all of the issued and outstanding

shares of Flexible Solutions International at the conclusion of such
acquisition. Flexible Solutions International had no other Dbusiness and was
incorporated in order to acquire Flexible Solutions, Ltd. Flexible Solutions,

Ltd. was organized in 1991 to develop and market a swimming pool chemical
product designed to reduce heat loss.

We completed the development of our HEATSAVR product and introduced it into the
commercial marketplace in 1998, achieving sales of $84,252 that year. Since that
time we have been expanding our distribution network and working to complete the
development of our WATER$SAVR product.

In 2002 we established Watersavr Global Solutions, Inc., an Illinois
corporation, as a wholly owned subsidiary to concentrate on marketing of
WATERSAVR.

Flexible develops, manufactures and markets specialty chemicals which slow down
the evaporation of water. Our initial product, Heat$avr, is marketed for use in
swimming pools and spas where its use, by slowing the evaporation of water,
allows the water to retain a higher temperature for a longer period of time and
thereby reduces the energy required to maintain the desired temperature of the
water in the pool. Our newest product, WaterS$Savr, is marketed for water
conservation in irrigation <canals, aquaculture, and reservoirs where its use
slows down water loss due to evaporation. We also make and sell dispensers which
automate the deployment of our chemical products.

Our HEATSAVR product

The primary product of Flexible is HEAT$AVR which represents substantially all
of our sales. HEATSAVR is a chemical product for use in swimming pools and spas
that forms a thin, invisible layer on the surface of water which reduces the
amount of water evaporation and heat loss from the pool. The product is marketed
as a cost effective and convenient way to save on the cost of energy required to
heat pools and spas. Approximately 70% of the energy lost from a swimming pool
occurs through evaporation.

HEATSAVR is a mixture of chemicals which are lighter than water. The solution
floats to the surface when introduced 1into a pool or spa to form a very thin
layer on the surface of the water which slows down evaporation of water from the
surface of the pool. The product is not visible on the pool surface and it



Edgar Filing: FLEXIBLE SOLUTIONS INTERNATIONAL INC - Form 424B3

cannot be seen, felt or tasted by swimmers. After a swimmer stops disturbing the
pool water, the product reforms to a complete layer on the pool surface.

We market HEATSAVR to the residential market primarily in the form of our
"Tropical Fish" dispenser. Each Tropical Fish dispenser 1is made of molded
plastic 1in the form of a ten inch long colorful Tropical Fish that is filled
with enough HEATSAVR solution to cover the surface of a 400 square foot swimming
pool for about one month. The Tropical Fish is deployed by snipping the fin and
tossing the fish into the pool where it submerges to the bottom of the pool.
Water pressure causes the HEATSAVR liquid inside to escape into the water where
it rises to the surface and forms an invisible layer on the surface of the
water. The empty dispenser can remain on the bottom of the pool for decoration
and use as a pool toy or be removed. The Tropical Fish product has a suggested
retail price of $9.95 in the United States.

Benefits of HEATS$SAVR use in outdoor pools

In outdoor swimming pools HEATSAVR provides savings on pool heating costs and
provides convenience of use when compared to pool blankets.

Pool personnel often find it inconvenient to use conventional pool blankets
correctly and consistently. Pool blankets are plastic covers which are cut to
the size and shape of the surface of the pool or spa. They float on the surface
and perform the same purpose as HEAT$SAVR of reducing energy cost by inhibiting
evaporation. Of course the blanket must be removed and stored prior to swimmers
entering the pool and provide no energy savings when not in the pool. HEATSAVR
eliminates the necessity of 1installing, removing and storing the blanket and
works 24 hours a day. We Dbelieve that the ease of use provided by HEATSAVR
results in more consistent usage.

Benefits of HEATS$AVR use in indoor pools

Use of HEATSAVR in indoor pools results in even greater energy savings. Indoor
pool locations use energy not only to heat the pool water but to air condition
the pool environment. By slowing the transfer of heat and water vapor from the
pool to the atmosphere of the pool enclosure atmosphere less energy 1is required
to maintain a pool at the desired temperature, there is a reduced 1load on the
air-conditioning system because less is heat transferred from the pool water to
the surrounding air and less water vapor will have to be removed from the air to
maintain the required comfort level. Air-conditioned indoor pools are very high
users of energy Dbecause swimmers and loungers have differing temperature
expectations which require both water heat, generally by gas, and electric air
cooling to keep both groups happy in the same room.

Market for HEATSAVR

We market our HEATSAVR product to both the residential market made up of
individual homeowners with pools and spas and the commercial market consisting
of operators of commercial swimming pools such as those located in hotels,

motels, schools, and municipal and private recreational facilities.

Pool and Spa Marketing Magazine has published the following estimates concerning
the swimming pool market and their 2002 reference and directory:

2000 U.S in-ground pool sales - 170,700
2000 U.S. above-ground pool sales - 345,000
Existing pools in U.S. - 4,210,000

Existing above-ground pools in U.S. - 3,219,000



Edgar Filing: FLEXIBLE SOLUTIONS INTERNATIONAL INC - Form 424B3

2000 sales for new pools in U.S. - $3,950,000,000
1999 residential pool sales in Europe - 95,740

We have received reports from some of our commercial customers documenting
energy savings of $2,400 to $6,000 per year. We also make and sell programmable
dispenser for automatically dispensing HEATSAVR into a pool. The dispenser has a
reservoir holding a one week supply of HEATSAVR. The unit is programmed to
inject the appropriate amount of the product into the pool at the rate of 1 oz.
per 400 square feet of pool surface per day.

Marketing and Sales

The HEATS$AVR and Tropical Fish products are sold in Canada and the United States
by Flexible's exclusive distributor, Sun Solar Energy Technologies, and in
Australia by Hydro-Flexible Solutions PTY. Flexible also sells HEATSAVR directly
into the United States to both wholesale and retail accounts. We have about 155
active customers. However, in 2002 Sun Solar Energy Technologies represented 95%
of our total sales.

Our agreement with Sun Solar Energy Technologies

We have a written agreement with Sun Solar Energy Technologies, our exclusive
distributor for our Tropical Fish product in the U.S. and Canada. This customer
represented 95% of our total sales in 2002. In February 1998 we entered into an
exclusive distributorship with Sun Solar Technologies for our Tropical Fish

product. The agreement gives Sun Solar exclusive right to distribute our
Tropical Fish product in the United States and Canada. In order to maintain the
exclusivity of such distribution, Sun Solar must order and pay for at least
720,000 units in the year ending February 28, 2003. Such exclusive agreement
terminates on February 29, 2004. We have agreed to give Sun Solar a right of
first refusal 1in the event we propose to sell our Flexible Solutions Ltd.
subsidiary. If such subsidiary is sold we must require the purchaser to fulfill

the exclusive distribution contract with Sun Solar and Sun Solar can veto the
proposed sale to an entity which it reasonably Dbelieves may have an intent to
discontinue manufacture of our Tropical Fish product. The agreement also
provides that Sun Solar will sell its veto for a reasonable premium arrived at
by mutually agreed upon by a mediator. The agreement also provides that Flexible
has a right of first refusal if Sun Solar proposes to sell its exclusive
distributorship. If such distributorship is sold Sun Solar's sales performance
minimums are required to be binding on the new owner.

The agreement also provides that if such exclusive distribution rights are sold
by Sun Solar, the buyer must advance to Flexible $1.00 US for each Tropical Fish
which must be bought in the year of sale to maintain the distribution agreement
exclusivity, which payment will be credited to future orders of Tropical Fish at
the rate of $1.00 US per fish as the orders are made. We have also agreed to
offer distribution rights on new swimming pool products to Sun Solar in the US
and Canada if it is up-to-date on its sales performance requirements. Flexible
is satisfied with the performance of Sun Solar as exclusive distributor of
Tropical Fish and believes our relationship with Sun Solar is satisfactory.
There can be no assurance that our exclusive distributorship with Sun Solar will
be renewed past its current expiration on February 29, 2004. We grant Sun Solar
45 days to pay for product ordered after shipment.

We also have nonexclusive distributors in Canada and the United States for
HEAT$AVR not packaged in our Tropical Fish dispenser and exclusive distributors
in Australia, Korea and Great Britain. We support our distributors and seek
additional market opportunities by attending the major pool industry trade shows

10
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in the United States yearly. We advertise in trade magazines and directly to
buyer associations. We maintain an Internet presence with a website containing
information about our products. We also write and publish a newsletter to 5,000
customers and potential customers twice a year.

Our WATERSAVR product

We introduced our WATERSAVR product in June 2002. This product utilizes our core
technology to reduce water evaporation. It is marketed as a water conservation
product for use where water is standing or gently flowing and the need for water
conservation can justify the cost of purchase and deployment of the product. We
believe that our WATERSAVR product may find a market for use in

Reservoirs Potable water storage Aqueducts and canals Agricultural
irrigation Flood water crops Lawn and turf care Potted and bedding plants
Stock watering ponds Mining

WATERSAVR is sold in granulated form. It can be provided in shaker containers
holding 3/4 pound or in 44 pound weatherproof bags. We also offer a dispenser
for WATERSAVR to automate deployment of the produ