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Item 1 DESCRIPTION OF BUSINESS
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Sonic Jet Performance, Inc. (the "Company) designs, manufactures and markets
high performance commercial boats and mine protected vehicles. The products
combine innovative designs with power, safety, handling and stability to create
boats and vehicles designed to protect and save lives. Sonic Jet Performance,
Inc. is a publicly traded company, which trades on the Over-the-Counter Bulletin
Board, ( National Quotation Service under the ticker symbol "SJET").

The Company 1is headquartered in Stanton, California and is comprised of two

business divisions. The first, is the Commercial Boats division ("Sonic Jet")
in Stanton, California, with additional facilities in Riverside, California and
Nanning, China. The second is the Mine Protected Vehicles division, ("TSG"),

which is located in Charleston, South Carolina.

o Sonic Jet designs, manufactures, and markets high-performance commercial
boats (collectively, the "Boats") used by fire, police, and the military
personnel for fire, rescue, and patrol.

o TSG designs, manufactures and markets mine-protected vehicles
(collectively, the "MPVs" or "Vehicles") wused by police, and military
organizations domestically and abroad for transportation, de-mining, and
special applications.

While the company is still dedicated to producing commercial boasts, the Company
has shifted its primary focus to producing mine clearing and protection vehicles
with its Acquisition of Technical Solutions Group Inc.

Sonic Jet and TSG (collectively the "Company") conducts operations through
facilities almost exclusively in the United States, with a dormant facility in
China available for use.

The Company has dedicated its efforts to producing the finest mission-specific
boats and vehicles for fire, rescue, law enforcement, military, and government
agencies. The Company is a complete design-to-manufacturing organization,
creating or licensing designs, and creating tooling, molds, and parts necessary
to assemble the products in-house. The Company plans to become the leading
proprietary designer and manufacturer of mission-specific boats and specialty

vehicles - delivered at a superior cost-versus—-performance ratio to competitive
products.

History

Sonic Jet Performance, Inc., 1s a corporation organized and existing under the
laws of the State of Colorado, having been originally incorporated in November
1996, as Boulder Capital Opportunities III ("BCO"). Effective June 30, 1998, BCO

acquired all assets and assumed all liabilities of Sonic Jet Performance, LLC, a
California limited liability company that was in the business of producing and
marketing recreational boats, Jjet boats, trailers, and related accessories. On
November 4, 1998, the name was changed to Sonic Jet Performance, Inc. In 2000,
and 2001 the Company emphasized recreational boats, and generated gross revenues
of approximately one million dollars ($1,000,000) while sustaining operating
losses. As part of the shift in 2002 to focus primarily on Commercial Boats, the
Company relocated its corporate headquarters, assembly, and prototyping facility
to Stanton, California and a storage facility in Riverside, California.

In July of 2002 the Company acquired the shares of Technical Solutions Group
(TSG), a development stage manufacturer of Mine Protected Vehicles based in
Charleston, South Carolina. The shares are held in a subsidiary, TSG
International, a Nevada Corporation established in 2002 and controlled by the
Company. TSG was originally formed 1997 to supply specialty vehicles to military
and law enforcement agencies worldwide. The vehicles are used to transport
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personnel in hostile areas that may include landmines, and to locate and remove
landmines. The Company's primary products are Mine Protected and Armored Land

Vehicles produced in 85,000 square feet of office and heavy manufacturing space
on the grounds of the former Navy Shipyard in Charleston, South Carolina.

The address of our principal executive office is 11782 Western Avenue, Unit 18
Stanton, CA 98680. Our telephone number is (714) 895-0944. Our website address
is www.sonicjet.com. Information contained on our website does not constitute
part of this report and our address should not be used as a hyperlink to our
website.

Business Overview

Mine Protected Vehicles Division:

The Vehicle or MPV contracts typically are fixed-price. The Company also
anticipates contracts for research, engineering, and prototypes that are
typically cost-plus arrangements, under which we are reimbursed for approved
costs and also receive a fee. Our production contracts are typically fixed-price
arrangements under which we assume the risk of cost overruns and receive the
benefit of cost savings. All of our contracts, whether we are the prime
contractor or a subcontractor, are subject to audit and cost controls. As a
result, the customer typically has the right to object to our costs as not
allowable or as unreasonable, which can increase the costs we bear rather than
allow recovery as costs.

Commercial Boats Division:

Sonic Jet designs, manufactures, and distributes high-performance commercial and
recreational boats, and through our subsidiary TSG International, Inc., designs,
develops and produces mine protected vehicles used by used by police, and
military organizations domestically and abroad for transportation, de-mining,
and special applications. Our results of operations, particularly revenue, gross
profits and cash flows, vary significantly from period to period, depending
largely upon the timing of our delivery of finished products, the terms of our
contracts and our level of export sales. As a result, period-to-period
comparisons may show substantial changes disproportionate to our underlying
business activity.

The Boats combine innovative designs with power, safety, handling, and
stability. The Company markets and sells low cost high value rapid response
commercial boats directly to municipalities and other government entities such
as fire departments, police departments, and the military. The Company sells
recreational boats directly to consumers, and through selected distributors in
both the United States and abroad. Of the 3,536 counties in the United States,
88 are located in coastal regions. Because of the high cost of competitor's
boats, few municipalities have adequate search and recovery, patrol, or fire
fighting boats. The Company's marketing strategy includes displaying and
demonstrating the boats at regional, national and international boat shows, and
at local waterways throughout the United States, and advertising its boats in
boating magazines and on the Internet.

Industry Overview
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Mine Protected Vehicles

The basic concept of Mine Protected Vehicles (MPVs) was developed in Rhodesia
and South Africa in response to the landmine problems arising from the wars in
Southern Africa. The vehicles were designed to protect personnel during
transport, removal of Unexploded Ordnance (UXO) or Land Mine, route clearance,
humanitarian de-mining, and other missions that require protection from
landmines and hostile fire. The technology has been developed and tested in
several parts of the world, principally Africa, over the last 20 years in
response to the intense use of landmines.

The world market for mine-protected vehicles is growing rapidly. Landmines
remain a weapon of choice for terrorists and insurgent groups because they are

highly effective yet relatively low cost. Rising populations in regions that
have been heavily mined and the need to utilize and develop such areas means
that the problem can no longer be ignored. With increasing world tensions, there
is a demonstrated need for vehicles that can provide a protection against these
threats during a variety of missions. Such missions include troop transport in
UXO or mine threat areas as well as route clearance and humanitarian de-mining -
which require entrance into known mine fields.

Despite the fact that Mine Protected Vehicles are very special, the market is
substantial. More than 15,000 MPVs have been purchased worldwide and the company
estimates the number of MPVs to be purchased over the next five years at between
3,000 and 10,000. Troop movements in overseas operations face a continuous
threat because of the use of land mines or the possibility of ambush and enemy
fire. Vehicles that move troops or ordnance economically and are protected
against ballistic, incendiary, and landmine hazards are in high demand.

Personnel transport missions create the greatest portion of demand for Mine
Protected Vehicles. Various types of landmine and UXO clearance missions also
generate demand.

o Embassies, consulates, and other U.S. government agencies require vehicles
to safely transport personnel at low cost. The modified Chevrolet Suburban
or HMMWVs do not provide adequate protection against high-powered automatic
rifles or explosives.

o U.S. Law enforcement agencies have a pressing need to move personnel safely
in dangerous situations, such as riots or standoffs with armed militant
groups.

MPVs are used around the world in mine problem areas by most military
organizations. The current "hot spots" in which the U.S. and other allied
countries operate, and the likely areas for the future in the "War on
Terrorism", are often heavily mined. Afghanistan alone has an estimated
8,000,000 mines. The total number of Landmines in place in countries such as
Iraqg, Iran or other areas of Hostility is unknown, but believed to be quite
high. The need for MPV's continues long after military conflicts have ceased.
Currently there are no current technologies available to detect mines
effectively enough to avoid them, so MPVs are absolutely essential for the U.S.
to protect its troops.

Commercial Boats

In the boating industry, the next great opportunity for business expansion and
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profits is in Homeland Security fulfillment, defense, surveillance, and
emergency response boats for municipalities and governments. According to White
House documents, after September 11, the United States government took a wide
range of urgent steps to protect the Nation's highest risk targets and critical
infrastructure systems such as nuclear power plants, hydroelectric dams,
telecommunication nodes, border crossings, chemical facilities, sea and water
ports, water and sewer plants, electric power plants, gas pipelines, dams and
bridges —-- all national assets that are critical to economic and national
security. This includes protecting the open coastline, waterways, and private
industrial sites such as nuclear power plants and oil refineries.

Speaking in Portland, Maine, on January 25th, 2002, President Bush said, the new
budget for Homeland Defense will be doubled to $38 billion annually to make sure
that federal, state and local governments, police and firefighters have the best
equipment to protect the American people. The President pledged funds to patrol
the approaches to our ports and protect them from internal or external threats.
The government will also spend $11 billion to prevent illegal drugs, terrorists
and arms from flowing across America's borders. The 2003 Federal Budget funding
increases for these homeland security-related missions, should allow State and
local agencies to purchase a wide range of equipment needed to respond effective
-ly to a terrorist attack, including the purchase of new technology-based patrol
and surveillance boats. Internationally, with kidnappings and piracy on the rise
throughout the Pacific Rim, the Philippines and Indonesia, governments are
expanding purchase of patrol equipment to protect citizens and tourists.

The target markets for the Company's rapid response commercial boats include
municipalities, state and federal agencies, fire, rescue, police and military
units. The approximately 181,518 miles of waterways in the United States offer
numerous opportunities for the Company to sell its commercial boats,
particularly those used for rescue, patrol and fire fighting operations. The
Company's products offer a cost effective solution for its target customers.
There is no other value/cost equivalent boat in this market.

Products

The Company is a complete design-to-manufacturing organization, creating or
licensing designs, and creating tooling, molds, and parts necessary to assemble
the products in-house. The Company is dedicated to producing the finest,
technologically superior, commercial, and military vehicles and boats to protect
and save lives.

This unique design capability, combined with extensive field experience in
vehicles and watercraft have allowed us to position ourselves as an innovative
pioneer in the creation of specialty vehicles and watercraft.

Mine Protected Vehicles

The specialty vehicle business requires many years of experience with blast
protection and vehicle design, substantial heavy manufacturing equipment and
facilities, and knowledge of and relationships with the target customers. The
cycle for product entrance into this market is long and complex. The Company has
attained credibility with our products, and is beginning the secondary stage of
product testing by having our products move into the initial or "limited
deployment" stage of the market.

The most advanced anti-tank and anti-personnel Mine
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Buffalo Resistant Vehicle in the world, with multiple mission
configurations and field reparability. This design mates
a monocoque capsule protection with the latest in
American automotive technology (Peterbilt) to produce
the best visibility, load capacity, interior of any
vehicle in its class.

The Buffalo offers 45-pound wheel and 30-pound center-—
line protection, along with standard ballistic protec-—
tion of 7.62mm NATO ball, upgradeable to Dragunov AP.
The roof is identical to the sides, providing equal over
-head ballistic and splinter protection, creating the
only vehicle in its class with full 360-degree occupant
protection. Self Forming Fragmentation Plates are avail-
able as an option.

A versatile, multi-purpose vehicle configured to satisfy
Cougar a wide variety of mission requirements. The purpose-—

built monocoque capsule is designed to protect both the
driver and crew from both ballistic and mine/blast
threats, and is mated with the latest in American
commercial automotive technology (Peterbilt and Marmon-
Herrington) to produce the most user-friendly and adapt-
able vehicle in its class.

The Cougar can be configured to serve as a mine protect-
ed 10 - 16 seat troop transport vehicle, a weapons
platform, a law enforcement special response vehicle, an
EOD / Range Clearance vehicle, or a VIP Protection
vehicle. Available in 4x2, 4x4, and 6x6 configurations.

Designed to seat six passengers comfortably and upgrade-

Lion able with a plush interior based upon customer require-
ments. The vehicle can withstand a single anti-tank land
mine explosion on any wheel. The Lion has ballistic
protection to 7.62 x 52mm (NATO) ball, which can be
increased to Dragunov Armor Piercing (AP).

The Lion is powered by a GM V8 gas or diesel engine and
is aimed at VIP transport and law enforcement markets.
It may have specific military applications in high-risk
environments.

Additional Products under Development
Iguana Gator

The Company's Buffalo soundly beat the former Mine Protected Vehicle standard,
the Casspir, in an exhaustive testing program conducted by the US Army. This
testing has determined that the future Mine Protected Control Vehicle for
de-mining and route clearance missions for the Army will be the Buffalo. Two
Buffalo MPVs have been delivered to the U.S. Army and the Company has recently
been awarded a contract for 10 additional Buffalos to be delivered during in
2003.

The Company has also delivered the first eight Cougar (Tempest) vehicles for the
British Ministry of Defense (MOD). These vehicles are part of an Urgent
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Operational Requirement, and the Cougar beat out seven competitors for this
important contract, including vehicles from Vickers, Australian Defense
Industries, and KMW.

The Company's mine protected vehicles have significant performance advantages
over their foreign counterparts. In tests at the U.S. Army proving grounds, the
Buffalo blast capsule protected both the occupants and the critical automotive
components from the effects of a mine blast. The vehicles integrate a blast
resistant capsule with a truck engine and drive train, but have an updated
design that uses American-made trucks. The Company has an exclusive license to
manufacture the five current designs from Mechem Consultants, the governmental
agency that designed and produced over 33 of South Africa's original countermine
vehicles.

Competitive Positioning

Sonic Jet is competing against large international companies that have greater
financial, technical and marketing resources, customer bases, longer operating
histories and greater name recognition. These include Alvis, Vickers, and others
that have made Mine Protected Vehicles. However, the Company has some key
advantages including:

o Exclusive rights to South African blast protection technology, considered
the best in the world.

o American commercial drive train technology, universally considered the best
in the world and which has the best after market support system in the
world.

o The only American producer of mine protected vehicles and many countries

wish to purchase from America rather from the third world.

o During exhaustive testing conducted by the US Army the vehicles handily
outperformed all seven competitors.

o Low cost manufacturing facilities and low cost access to heavy
manufacturing capability.

o The right to build additional models designed in South Africa to extend the
product line with only modest additional investment.

Commercial Boats

The Company's boats combine power, safety, handling and stability in rough water
along with high-speed performance. Boats already in use are getting
international praise and recognition for the powerful rescue tool they have
become to America's municipalities. The innovative patents, and patents-pending
licensed by the company, give the boats eye-catching visual market recognition,
and a competitive advantage in the boating industry, home defense and world
markets.

The following table sets forth the basic characteristics of the 12-foot model:

Current Product Offerings
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Patrol Rescue Jet 1200 Fire Rescue Jet 1250

The Patrol Rescue Jet is designed to The Fire Rescue Jet is designed to
provide security in inland waterways fight fires on the water and in
and in harbors. near shore areas. The Fire Rescue

Jet comes equipped with a patented
water pump that can supply up to
750 gallons of water per minute.
The Fire Rescue Jet is uniquely
designed so one person can control
the boat and the fire apparatus.

Model Load Capacity Fuel Capacity Towing Capacity Passengers

12 foot model 2,200 lbs. 32 gal. 7,000 lbs. 5

The Company's intellectual property is important to its business. The Company
relies on a combination of license rights, trade secret laws, confidentiality
procedures and contractual provisions to protect its intellectual property. The
patents and patents-pending protect and enhance the construction of the sleek,
progressive "V" and double pad-bottomed "V-hull" boat. The hull is designed so
that as water hits the hull, it flows to the next convenient degree, creating a
1lift and literally raising the boat to the top of the water. The progressive "V"
hull gives Sonic Jet boats excellent stability, unmatched handling at low and
high speeds, extraordinary tracking for precision handling, and a competitive
edge when utilized in emergency and natural disaster situations.

The unique convergence of design and technology give Sonic Jet boats the ability
to be highly maneuverable in as little as ten (10) inches of water, essential in
areas where submerged objects such as street signs, vehicles or rocks will
interfere with other craft. Even with a full crew and injured passengers, the
boat stays high on the water, affording a speedy, safe access and egress.

The commercial boats are quick-response craft that can be easily transported to
emergency areas. The hulls incorporate patented "V" shaped hull designs, and are
built using hand laid "S" glass which produces a fiberglass hull that is
stronger yet lighter than conventional fiberglass hulls, and provides
extraordinary stability and handling in rough waters, and at high speeds. The
hulls are a closed cavity, self bailing design unique in the industry.

The products include:
Commercial Rapid Response Boats

The Company offers a 12-foot version of each model that comes equipped with
Mercury Marine Sport Jet two stroke engines and Mercury Marine single stage
axial flow jet pumps. The Company is currently developing new models for
California, and international markets that no longer allow 2 stroke motors. The
company must redesign the boat to accept power systems to meet the strict
emissions standards in California and the year 2006 emissions requirements
mandated by the United States Environmental Protection Agency. Similar



Edgar Filing: SONIC JET PERFORMANCE INC - Form 10KSB

requirements are also in place in the international market.

The commercial boats come with a two-year warranty on the engine, the fuel
system, and the electrical system, and a five-year warranty on the hull.

Recreational Boats

Historically the company sold the Vortex, a model tailored for recreational
boating. It is 22 feet long and can carry up to seven passengers. It comes
equipped with, a single Mercury Marine/Mercruiser V-8 engine, two 33-gallon fuel
tanks, marine grade stainless steel hardware, a ski tow, navigation lights,
state-of-the art instrumentation, and a small cabin that sleeps two. The company
has suspended the manufacturing to focus on the market for Commercial Rapid
Response Boats.

Competitive Positioning
Commercial Boats

Sonic Jet is competing against large international companies that have greater
financial, technical and marketing resources, customer bases, longer operating
histories and greater name recognition. However, management believes its
products offer the following advantages over competitive products:

o Durability - The hulls are constructed using hand laid "S" glass. This
produces a fiberglass hull that is stronger yet lighter than conventional
fiberglass hulls.

o High Performance and Stability - Most boats capable of exceeding 50 miles
per hour are inherently unstable at those speeds. Management believes the
patented "V" shape hull design makes the boats safe and stable at high
speeds, thereby eliminating this problem.

o The company commands a price/performance advantage. Over larger more
expensive fire or rescue boats.

o From a product development standpoint, Sonic Jet's boats can maneuver in
shallow water, as in towns submerged after a hurricane or flood, are
specifically designed to meet today's surveillance and rescue craft
specifications, have the stability required in government specifications,
and can respond quicker to emergencies and disaster relief situations.

o The hull & Deck design of the boat is a closed cavity/self bailing design
unique in the industry.

Sales and Marketing

Mine Protected Vehicles
The Company markets its products worldwide through agents and extensive military
and governmental relationships.

The specialty vehicle business requires many years of experience with blast
protection and vehicle design, substantial heavy manufacturing equipment and
facilities, and knowledge of and relationships with the target customers. The
cycle for product entrance into this market is long and complex. The vehicles
are big-ticket items with healthy margins in a niche market that has few
competitors and high barriers to entry. As the only U.S. manufacturer of MPVs,

10
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the Company offers the latest vehicle technology mated with the latest
protection technology, all from the design team that created the original
concepts of vehicle mine protection. It has the facilities, personnel,
relationships, and experience to become the leader in a growing industry with
substantial barriers to entry.

The company intends to participate in the growth of the Security and Defense
Market's increased demand for protection by focusing on sales to the Government
and Military markets. Management and advisors are active participants in all the
major shows involving countermine operations and technology, military vehicle,
law enforcement technology, and military force protection. This includes the
UXO/Countermine conference, FPED (Force Protection Equipment Demonstration), and
Trexpo East.

Commercial Boats

Market acceptance of the Company's boats has been enthusiastic but slow, due to
long sales lead times and budget considerations of municipalities and government
institutions. Boats have been sold domestically in the United States, and in
Asia, Europe, and the Middle East. The Company's commercial boat marketing
strategy includes displaying and demonstrating at regional, national and
international shows throughout the United States, and advertising its products
in industry magazines and on the Internet. The Company is developing a network
of independent sales representatives that sell to its' target markets. Sonic Jet
plans to augment its current design capabilities to capture, manage, and expand
global market opportunities.

County purchases alone present a large market for the company's commercial
boats. Of the 3,536 counties in the United States, 88 are located in coastal
regions. Few municipalities have adequate search and recovery, patrol, or fire
fighting boats because of the high cost and heretofore small budgets. The
Company's commercial boats offer a cost effective solution for municipalities
with limited funds. In addition, the new Federal Budget should give a boost to
municipal and government spending to fund technologically advanced equipment
that will assist in homeland protection and saving lives.

Operations Summary

Corporate headquarters, final boat assembly, and quality control are located in
Stanton, California, strategically positioned near the Los Angeles, and Long
Beach Harbors. The Company's specialty vehicle manufacturing facilities are
located in Charleston, South Carolina in the former Navy Shipyard Repair
Facility. The Company's has facility to manufacture fiberglass hulls in Nanning,
China.

Mine Protected Vehicles

The Company's Mine Protected Vehicle unit has manufacturing and integration
space totaling 85,000 square feet, enough to produce 20 vehicles per month.
Additional space is available if further expansion becomes necessary. As a
tenant-team member of the Charleston Marine and Manufacturing Corporation (CMMC)
family of companies on the shipyard, the Company receives preferential pricing
and delivery from other member companies like Metal Trades and CMMC Machine, who
offer close access to heavy equipment such as 1,000-ton presses and precise,
computer controlled cutting and welding machines. CMMC has a long-term lease (30
remaining years) on the base, giving us a stable base for future planning.

Commercial Boats

The Commercial Boat business unit does prototyping and boat assembly in Stanton,
California. The corporate offices, and final assembly are located in a 2,500

11
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square foot facility, with an additional 5,000 square feet in Riverside,
California for storage. The hulls for the Company's Boats are manufactured at a
wholly owned subsidiary, Nanning Sonic Jet Co., Ltd., (organized under the laws

10

of the People's Republic of China). The facility is located in Nanning, China
and is comprised of offices and a 5,000 square foot manufacturing area and yard.
Currently the company maintains a minimum staff to keep the facilities available
as there has been no manufacturing activity in 2002.

Personnel

The Company presently employs 27 employees and contractors in the United States,
including factory workers, sales, and administrative and management personnel as
of March 31, 2003. The Company also employs 3 full-time and a varying number of
seasonal contract employees when required in China. The Company is not a party
to any collective bargaining agreement. See Management.

Environmental Matters

We are subject to federal, state, local and foreign laws and regulations
regarding protection of the environment, including air, water, and soil. Our
manufacturing business involves the use, handling, storage, and contracting for
recycling or disposal of hazardous or toxic substances or wastes, including
environmentally sensitive materials, such as batteries, solvents, lubricants,
degreasing agents, gasoline and resin. We must comply with certain requirements
for the use, management, handling, and disposal of these materials. We, however,
do not maintain insurance for pollutant cleanup and removal. If we are found
responsible for any hazardous contamination, any fines or penalties we may be
required to pay, or any clean up we are required to perform, could be very
costly. Even if we are charged, and later found not responsible, for such
contamination or clean up, the cost of defending the charges could be high. If
either of the foregoing occurs, our business, results from operations and
financial condition could be materially adversely affected. We do not believe we
have any material environmental liabilities or that compliance with
environmental laws, ordinances, and regulations will, individually or in the
aggregate, have a material adverse effect on our business, financial condition,
or results of operations.

Other Regulatory Matters

Our operations and products are subject to extensive government regulation,
supervision, and licensing under various federal, state, local and foreign
statutes, ordinances and regulations. Certain governmental agencies such as the
EPA and the Occupational Safety and Health Administration, or OSHA, monitor our
compliance with their regulations, require us to file periodic reports, inspect
our facilities and products, and may impose substantial penalties for violations
of the regulations. For example, we are subject to federal regulation under the
Boat Safety Act of 1971 that requires boat manufacturers to recall products for
replacement of parts or components that have demonstrated defects affecting
safety. Although manufacturers of certain equipment we use in our boats have
instituted recalls, there has never been a recall resulting from our design or
manufacturing process.

While we believe that we maintain all requisite licenses and permits and are in
compliance with all applicable federal, state, local and foreign regulations,

12
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there can be no assurance that we will be able to maintain all requisite
licenses and permits. The failure to satisfy those and other regulatory
requirements could have a material adverse effect on our business, financial
condition, and results of operations.

Item 2. DESCRIPTION OF PROPERTY

Commercial Boats Dision

The corporate offices, and final assembly are located in a 2,500 square foot
facility in Stanton, California at a monthly rental of $1,500, with an
additional 5,000 square feet in Riverside, California for storage at a monthly
rental of $1,320. The hulls for the Company's Boats are manufactured at a wholly
owned subsidiary, Nanning Sonic Jet Co., Ltd., (organized under the laws of the
People's Republic of China). The facility is located in Nanning, China and is
comprised of offices and a 5,000 square foot manufacturing area and yard, leased
on a month-to-month basis at $800/month.
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Mine Protected Vehicles Division

The Company's Mine Protected Vehicle unit has manufacturing and integration
space totaling 85,000 square feet in Charleston, South Carolina, enough to
produce 20 vehicles per month. Additional space is available if further
expansion becomes necessary. As a tenant-team member of the Charleston Marine
and Manufacturing Corporation (CMMC) family of companies on the shipyard, the
Company receives preferential pricing and delivery from other member companies,
like Metal Trades and CMMC Machine, who offer close access to heavy equipment
such as 1,000-ton presses and precise, computer controlled cutting and welding
machines. CMMC has a long-term lease (30 remaining years) on the base, giving us
a stable base for future planning.

We believe our facilities are adequate for our current operations and that we
can obtain additional leased space if needed.

Item 3. LEGAL PROCEEDING

In February 2002, we settled a lawsuit filed against us by our former chief
executive officer and chairman, and our former vice president of operations, in
which they alleged, among other things, that we breached their employment
agreements. We settled both claims in exchange for issuing the former employees
an aggregate of 70,000 shares of our common stock.

On January 22, 2002 we settled a breach of contract action filed against the
Company by Whalen Engineering Company, Inc., in which the plaintiff sought to
recover approximately $11,300. The Company agreed to pay the plaintiff $9,000 in

three equal monthly installment payments, in exchange for dismissal of the
lawsuit with prejudice.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

The following matters were submitted and approved during the year 2002 to a
vote of security holders, through solicitation of proxies or otherwise.

1. To elect three (3) directors to the Board of Directors to hold office for
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a term of one (1) year and until their respective successors are elected and
qualified.

2. To approve an amendment to the Company's Articles of Incorporation to
increase the authorized number of shares of common stock from 100,000,000 to
300,000, 000.

3. To approve an amendment to the Company's Bylaws to increase the maximum
number of directors from three (3) to five (5).

4. To consider a proposal to ratify the Company's appointment of Michael
Johnson & Co., LLC as the Company's independent auditors.
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PART II
Item 5. MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

Market Information

Our common stock is traded on the OTC Bulletin Board under the symbol "SJET.OB."
Our common stock began trading on the OTC Bulletin Board on December 29, 1998.
Before our listing on the OTC Bulletin Board none of our securities were traded
in the public market. The following table shows, for the periods indicated, the
high and low closing sales prices per share of our common stock.

High Low
2001
First Quarter 50.22 $0.05
Second Quarter $0.17 $0.05
Third Quarter $50.20 $0.04
Fourth Quarter $0.07 $0.02
2002
First Quarter 50.22 $0.08
Second Quarter $0.42 $0.06
Third Quarter 50.29 $0.07
Fourth Quarter $0.25 $0.10

As of March 31, 2003, the last sale price of the Common Stock was $0.20

Holders
As of December 31, 2002, there were approximately 724 shareholders of record of
the Company's common stock.

Dividends

We have never declared or paid a cash dividend on our common stock. We currently
intend to retain all of our future earnings, if any, for use in our business and
therefore we do not anticipate paying any cash dividends on our common stock in
the foreseeable future. Any future determination to pay cash dividends will be
at the discretion of our board of directors and will depend upon our financial
condition, operating results, capital requirements, restrictions contained in
our agreements and other factors which our board of directors deems relevant.
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Securities Authorized for Issuance Under Equity Compensation Plan

Plan Category Number of securities to Weighted average
be issued upon exercise exercise price of
of outstanding options outstanding options,
warrants and rights warrants and rights
Equity Compensation plans approved (a)tl,612,829 (b)$142,971

by security holders

Equity Compensation plans not approved
by security holders
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Recent Sales of Unregistered Securities

During the twelve-month period ended December 31, 2002, the Company sold
20,303,500 shares of common stock units to investors pursuant to its Private
Placement Memorandum, generating net proceeds of $1,453,295. Each common stock
unit consisted of (a) fifty shares of common stock of the Company, (b) one
warrant to purchase twenty-five shares of common stock of the Company at an
exercise price of $.20 per share, and (c) one warrant to purchase twenty-five
shares of common stock, at an exercise price of $0.30 per share which has been
reduced to $0.01 per share. The Company believes the issuance of the shares and
warrants was exempt from registration under the private placement exemption
available under Section 4(2) of the 1933 Securities Act ("Act").

During the twelve-month period ended December 31, 2002, the Company issued an
aggregate of 1,612,829 shares of its common stock pursuant to the Company's 2001
Compensation Plan, which included (a) 400,000 shares issued to an employee of
the Company in consideration for the cancellation of $44,000 of compensation
obligations of the Company and (b) 362,829 shares of its common stock to
employees and consultants in consideration for the cancellation of $64,471 of
existing indebtedness of the Company and (c) 850,000 shares issued to various
consultants related to services in lieu of $34,500. The Company believes the
issuance of the shares and warrants was exempt from registration under the
private placement exemption available under Section 4(2) of the Act.

The following is a summary of equity transactions in the twelve-month period
ended December 31, 2002 that involved the issuance of common stock.

Common Stock Shares issued
Sale of common stock and common stock units 20,303,500
Common stock issued to satisfy debts 9,972,020
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Common stock issued to consultants and employees 5,531,290
Common stock issued for investment 6,000,000
Convertible Preferred Stock 4,800,000
Common Stock issued in lieu of Debt conversion 5,617,672

Total for Twelve months ended December 31, 2002 52,224,482

12/20/02 placement memorandum

As of December 20, 2002, the Company has updated its Regulation D Section 506
Private Placement Memorandum dated April 10, 2002 (the "April PPM") in
connection with its offering of 2,400,000 Units consisting of shares of Common
Stock and Class A and Class B Warrants (the "Offering").

We took this action due to the fact that several developments have taken place
since the release of the April PPM. Although we have kept the public and
investment community updated through press releases, our Form 10-QSB and/or
other public filings, we felt it was appropriate and in the best interests of
you, the investor, as well as the Company, to modify the April PPM by providing
information regarding recent developments and reflecting certain other changes.
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While we recommend that you review the modified Private Placement Memorandum
dated December 20, 2002 (the "December PPM"), we call your attention to certain
modifications.

The amendment July 15, 2002 to the April PPM whereby the exercise price of the
Class B Warrants was reduced from $0.20 per share to $0.01.

In addition, the December PPM also contains updates regarding the Company's
business plan with specific information relating to our new subsidiary,
Technical Solutions Group, Inc. (' TSG"), which was purchased after the April PPM
was released. The purchase of TSG was not a shift away from our initial focus on
rescue craft but, in fact, has opened new opportunities for the Company in the
homeland security market and has enabled the Company to diversify its product
base. We feel that the addition of TSG will increase the prospect of a strong
revenue stream for the Company.

Other developments include certain management changes, modification as to use of
proceeds, and general update of business operations. Also, after the April PPM
was released, the Company entered into a consulting agreement with Deveraux,
Inc. to assist in expanding direct sales opportunities, expanding company global
awareness, and introducing institutional investors to the Company for capital
infusions. The Company is pleased to announce that the results of this
relationship have led to very promising opportunities in all of these areas. As
an example, Deveraux, Inc. and one of its sub-contractors was able to introduce
the Company's story to the world-recognized Investment News Program, CNBC. As of
February 5, 2003, a crew from CNBC had visited and recorded for airing,
activities at our TSG headquarters in South Carolina.

We believe that this type and quality of exposure is priceless for a developing
company and its shareholders. In order to maintain this relationship and
possibly attract and maintain additional consultants, the Company has increased
allowable cost of capital from 20% to 34%. In our opinion, the benefits far
outweigh the cost.

Change In Securities
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On September 30, 2002 the Series C shareholders and the Company agreed to amend
and restate the Certificate of Designation of Series C Convertible Preferred for
Sonic Jet Performance. Pursuant to the agreement and upon finalization of the
amendment of the Series C documents, the stock shall be voted equally with the
shares of the Common Stock of the Corporation and not as a separate class, at
any annual or special meeting of shareholders of the Corporation, and may act by
written consent in the same manner as the Common Stock, in either case upon the
following basis: the holder of the shares of Series C Stock shall be entitled to
such number of votes as shall be equal to the aggregate number of shares of
Common Stock into which such holder's shares of Series C Stock are convertible
immediately after the close of business on the record date fixed for such
meeting or the effective date of such written consent. Furthermore, the parties
also agreed that each 10 shares of Series C stock shall be convertible into two
percent (2%) of the Company's common stock outstanding at the time of
conversion. Also, amended was the Company's power to redeem the Series C Stock.
On or after February 14, 2003, the Company may, at its sole discretion, with 5
days notice, redeem some or all of the outstanding shares of Series C Stock at a
"Redemption Price" equal to $12,000 per share, during this period the Series C
shareholders may elect to convert their shares under the conversion formula.

On July 17, 2002 the Series B shareholder of Sonic Jet Performance, Inc.,
Ashford Capital, and the Company agreed to amend the Series B Preferred. The
parties agreed that no shares could be sold prior to January 1, 2003, and the
conversion date of Series B Preferred Stock to common stock would be changed
from December 27, 2002 to June 27, 2003. Furthermore, on July 17th, 2002 the
parties agreed that the Series B shareholder would have the right to exchange 5
shares of Sonic Jet Series B Preferred (equal to 10% of Sonic Jet common stock)
for 10 shares of TSG International (equal to 20% of TSG International common
stock), the holding Company for Technical Solutions Group. Ashford Capital must
notify Sonic Jet and surrender the shares by June 27th, 2003 at which time it
would receive the shares of TSG International. As of March 31, 2003 no action
has been taken either by Series B Shareholder or Sonic Jet Performance, Inc.
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On January 17, 2002 Sonic Jet Performance, Inc. entered into a Consulting
Agreement with Kevin Ryan pursuant to Consultant shall provide ongoing advisory
services to the Company and for which Sonic Jet shall pay Consultant 1,250,000
shares of common stock of Sonic Jet in lieu of cash payment.

On January 17, 2002 Sonic Jet Performance, Inc. entered into a Consulting
Agreement with eFund Capital Partners, LLC pursuant to which Consultant shall
provide ongoing advisory services to the Company and for which Sonic Jet shall
pay Consultant 5000, 000 shares of common stock of Sonic Jet in lieu of cash
payment.

Pursuant to a finder's fee agreement entered into between Ashford Capital, LLC
and Sonic Jet Performance, Inc on February 1, 2002, Sonic Jet granted Ashford
Capital ten percent (10%) of the equity ownership of any referred party acquired
by Sonic Jet. In case of Partial acquisition Sonic Jet will pay Ashford ten per
cent (10%) of the transaction price and/or other consideration of any kind paid
by or to Sonic Jet or any of its subsidiaries or affiliates in connection with
any transaction for a referred party.

In conjunction with the purchase of TSG, the Company purchased notes from
Flexxtech Corporation, which Flexxtech held in TSG by issuing 1,461,880 shares
