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Overview for investors and members

This document does not constitute an Offering Memorandum.

An Offering Memorandum will be prepared in conjunction with the offering of securities.



Overview

PARTEQ Innovations (“PARTEQ”), the technology commercialization organization at
Queen’s University, has been using angel investors to fund promising companies for
almost 25 years. Significant investments by angels have helped us launch and fund spinoff
companies such as Performance Plants Inc., EnerWorks Inc., Pathogen Detection
Systems Inc. (now Endetec), Nometics Inc., and Atherochem Inc.

We are now capitalizing on leveraging opportunities available in Ontario for angel
investments by formalizing and expanding the PARTEQ Angel Network (“PAN”) as a
means of mobilizing investment funds for early-stage technology companies in the
Kingston region.

The Perfect Storm of Opportunity

The climate for building new ventures based on breakthrough technologies has never
been better. Markets are beginning to rebound, and companies and investors are now
showing more interest in participating in the development of early-stage technologies.
Our own business is benefiting from new government programs that give us access to
funding to better qualify and de-risk opportunities for investment.

PARTEQ is uniquely positioned to leverage these conditions. Despite the recent market
downturn we were able to maintain our operating base, and today we are one of the
few technology commercialization organizations able to provide a full suite of services to
client groups.

Additionally, an increasing number of universities are decreasing their efforts to manage
commercialization to concentrate more on industry liaison. This trend is allowing
PARTEQ to increase its pipeline of deal flow. For example, we recently signed an
agreement with Carleton University to provide that institution with commercialization
services. GreenCentre Canada, our Centre of Excellence for Commercialization and
Research, is providing us with investment opportunities based on the best green
chemistry discoveries from research institutions across Canada and elsewhere. And we
are planning to expand on the GreenCentre model and develop an infrastructure to
support commercialization of discoveries in energy and power electronics from across
the country. We therefore now represent a significant source of potential deal flow in
key sectors and our pipeline will likely grow.

We currently have a number of investment opportunities for which we are accepting
angel investment. These opportunities show the potential for and early activity of our
network. These investments, although in early-stage technology companies, are
relatively near-term in their ability to generate financial return.



And finally, PARTEQ has been granted funds to build our angel network and there are a
number of programs available to leverage investments made through our network.

Thus, the timing is ideal for us to focus effort on building the PARTEQ Angel Network
and using this resource as a vehicle for investment and return.

Membership in PARTEQ Angel Network

Until now, angel investing in Kingston has been ad hoc, with individuals banding together
to invest in early stage companies on an investment-by-investment basis. While this
process has raised angel capital for worthy investment opportunities, it is not as efficient
and effective as it could be. Angel investors participating in an organized network of
like-minded individuals and managed by PARTEQ will realize greater benefits and impact
than by working alone.

The PARTEQ Angel Network is an accredited member of the National Angel
Organization — Ontario Inc.

Benefit for members

Although no investment can be entirely risk-free, participating in PARTEQ Angel
Network-screened investment opportunities helps to manage an investor’s investment
risk profile in several ways, many of which are unavailable to individual investors.

Pre-screening: All investment opportunities will be pre-screened by PARTEQ
Innovations. In most situations, PARTEQ and other like-minded entities will have already
invested significant resources into the company and its underlying intellectual property.
PAN members will benefit from PARTEQ’s experience and expertise in identifying,
nurturing and growing early-stage companies. PAN members will also benefit from
PARTEQ’s assessment of the company’s intellectual property, its market opportunity,
and its business plan.

Early involvement: In most cases PARTEQ will have experience in working with the
company and its intellectual property prior to any investment by the network. All
investment opportunities will be vetted by an independent investment committee
comprised of experienced investors.

Post-deal management: In most cases PARTEQ remains intimately involved in the
management of early-stage companies through their initial building phases. PARTEQ
dedicates far more attention and expertise to this activity than available in any venture
capital firm.



A larger pool of investors: The formation of the PARTEQ Angel Network will
generate a larger pool of funds and investors. This will help ensure that sufficient funding
is available to enable companies to reach the critical point where either the business can
be sustained, and/or additional investment can be raised. This also helps to preserve
value for the angel investors when additional financing is arranged.

A broad network and a strong track record: The network will benefit from
PARTEQ’s connections to other networks, investors and venture capital firms.
PARTEQ has participated in the financing of many companies and will use that expertise
and their networks to facilitate raising additional funding for PAN-invested companies.
PARTEQ spin-off companies have raised more than $1 billion in external financing.

Credibility and experience: While risk is inherent in any early-stage technology
company, the investment risk is somewhat mitigated by PARTEQ’s involvement.
PARTEQ’s expertise and experience, along with our credibility and networks, offer PAN
members a level of sophistication and support not possible with any relatively small
fund.

Benefit to Kingston

By becoming a member of PAN, you are supporting the Kingston area economy.

Although there can never be any guarantee that companies started in Kingston will
remain in Kingston, the likelihood of that happening is enhanced if local investors are
engaged. The chances are also increased the longer the company operates in Kingston.

It must also be appreciated that even when a company that does eventually relocate,
that company’s success will have created wealth in Kingston, and that wealth will lead to
further investment and economic activity.

Early-stage technology companies hire highly qualified people and provide Kingstonians
with training and employment opportunities. The impact on local service providers is
also important. Over the longer term, company success can lead to additional spinoff
economic activity and the building of critical mass. And critical mass in any technology
sector is important because it can give rise to the creation of an economic cluster in this
region.

Benefit to Queen’s University

By becoming a member of the PARTEQ Angel Network, you are supporting Queen’s
University.

The first and most obvious benéefit is the financial return these companies will provide to
Queen’s, through PARTEQ.



PAN investments will in many cases be used to further advance the development of
discoveries arising from research at Queen’s. Increasingly, Queen’s will be relying on
PARTEQ-generated revenue as an alternative source of operating funding for the
university. The creation of the PAN will significantly assist PARTEQ in the building of
value in Queen’s-generated intellectual property and enhance the likelihood of
developing technologies that can contribute to this alternative source of funding.

The creation and success of the PAN and PARTEQ will also contribute significant
reputational value to Queen’s. Every level of government around the world is looking
for ways to generate economic activity from their investments in research. PARTEQ is
already recognized as a leader in this field. Continued and enhanced success, through
the availability of investment funds will support PARTEQ’s and Queen’s reputation in
this effort.

A strong PARTEQ benefits faculty recruitment and retention. Successful
commerecialization demonstrates the value of research activity at Queen’s and the
contribution of the university to improving quality of life. So, quite apart from economic
benefits, which can be significant given current operating constraints, Queen’s University
has much to gain through the creation and success of the PAN.

Member Criteria
Membership in PAN can be obtained by completing the application form found on the
PAN website (www.parteginnovations.com/pan)

Members of the PAN must be accredited investors, as defined by the applicable
securities legislation. For most individuals, this requires the individual to either have net
assets greater than $1,000,000 or annual income exceeding $200,000 per year (or
$300,000 when combined with a spouse) in the prior two calendar years, and
expectation of annual income to continue to meet that threshold in the current year.

Members are required to commit to investing in PAN angel investment opportunities of
at least $50,000 over a rolling two-year average (as either a pooled fund investment or a
specific investment)

There is no geographic limitation regarding residency of members, although members
are expected to share in the objectives and vision of PAN to support Kingston- based,
early-stage companies formed based on university intellectual property.

Membership fees

There is no initiation membership fee or annual membership fee. Funding from FedDev
Ontario’s Investing in Business Innovation program is covering the startup costs for the
PAN, and carried-interest and in-kind support from PARTEQ will cover continuing
operating costs of PAN.


http://www.parteqinnovations.com/pan

Annual meeting and reporting

PARTEQ looks forward to sharing a year of success and achievements with our
investors at the PAN’s annual general meeting.

Throughout the year, there will be periodic reporting on investment opportunities, and
progress being made by investees of the PAN.

Investing with PARTEQ Angel Network

There are two ways investors can invest in PAN investment opportunities: either in a
pooled fund; or as a direct, specified investment.

The pooled fund will cater to those investors who do not wish full engagement with the
investments being made.

To cater to those investors who wish to play a more active role and make an
investment decision on a deal-by-deal basis, PAN will provide the investor with an
investor package detailing the screened investment opportunity as deals arise. PAN will
coordinate the investment made by the pooled fund and the individual investors.

Pooled fund

The pooled fund is available for those investors who want to invest in early-stage
university-derived start-up companies but do not have the experience or time to
perform the diligence required on these investments.

PAN will route funding through the PARTEQ Angel Network Fund (“PANF”), an
escrow account managed by PARTEQ. Investments from the pooled funds within PANF
will be based on decisions made by an Investment Committee comprised of
knowledgeable and sophisticated investors. PARTEQ will present qualified investment
opportunities, with suggested terms, to the Investment Committee for review.
Ownership interests from investments made from the pooled fund will be allocated and
transferred to investors based on their pro-rata cash position in PANF. Gains and or
losses will be allocated to each investor’s limited partnership account.

The PAN will invest in early-stage technology companies in the Kingston region. The
PAN will not be limited to any particular technology sector and the intent is to build a
diversified portfolio. Deals will be opportunity-driven. There will be no maximum size
for any one investment, although no more than 20% of the pooled funds’ investment
portfolio may be invested in any one investment opportunity.



Specific investment

Any investment opportunity screened by PARTEQ will also be presented to PAN
members who have expressed interest in the technology sector of the potential
investee. In most situations, the member will be presented with a pre-negotiated term
sheet, the investee’s business plan, an analysis by PARTEQ, a unit subscription
agreement, and if evaluated by the Investment Committee, the opinion and comments of
the Investment Committee. There may or may not be a co-investment made by the
pooled fund.

Investment partnership

A Special-Purpose Limited Partnership (SPLP) will be formed for each investment
opportunity. The SPLP will collect investment proceeds from the pooled fund escrow
account and specific investors, and then invest in the specified investee. SPLP units
issued will be allocated and transferred pro-rata to both investor groups.

The SPLP will be the investor in the investee. If the SPLP is entitled to have Board
representation of the investee, SPLP’s nominee will be appointed by the SPLP’s general
partner, PARTEQ.

Pooled

investme Specified
investment

Investment from pooled funds,
as approved by Investmen
Committee

Investment
into investee

Investee Company
Inc.




Legal fees

The term sheet will state which party is responsible for legal fees associated with the
investment.

Investment size

The minimum investment for investing in the pooled fund, or for each specific
investment, is $25,000. There is no maximum investment for investing in the pooled
fund. The term sheet will state if there is a maximum investment for specific
investments.

Residency

The pooled fund is open to Canadian and U.S. residents. Residency restrictions for
specific investments will be stated on the term sheet.

Carried interest and management fees

PARTEQ will not be charging a management fee or upfront fee for either the pooled
fund or specific investments.

For PARTEQ’s contribution to PAN, PARTEQ will be entitled to receive 20% of all gains
generated by the pooled fund and 5% of all gains generated from specific investments
identified by PAN.

Government leveraging programs

Both the Federal and Provincial Governments have programs in place to encourage
investment in Ontario’s growing technology-based businesses.

Investing In Business Innovation

The Investing in Business Innovation (IBl) is a program administered by the Federal
Economic Development Agency for Southern Ontario to assist start-up businesses with
accelerating the commercialization of new products, processes, and practices by
increasing, stimulating, and leveraging private sector investment. This program is
specifically designed to help start-up businesses obtain angel and venture capital
investments.

Eligible start-up businesses that have secured conditional funding (i.e., a draft term
sheet) from an eligible angel or venture capital investor in southern Ontario may be
considered under the initiative. Upon approval, start-up businesses will be eligible for
repayable contributions up to $| million for no more than one third of total eligible and
supported project costs. Angels and/or venture capital investors must be committed to
provide at least two thirds of the cash contribution toward eligible and supported
project costs.



For example, a start-up company requiring $3,000,000 of funding would be able to
obtain $1,000,000 of non-dilutive repayable assistance from the Investing in Business
Innovation program upon obtaining financing from PAN (and other investors) of
$2,000,000.

Ontario Emerging Technology Fund

The Ontario Emerging Technology Fund (OETF) is an initiative of the Ontario Ministry
of Research and Innovation to encourage seed and early-stage investments in Ontario’s
clean-technology, life sciences, and digital media companies. The OETF is a co-investor
investing on the same amount, terms, and conditions as the principal or lead investors.
Under certain conditions, investments made by PAN could be eligible for a co-
investment by the OETF.

For example, a start-up company that is conducting a $10,000,000 round of financing
could obtain, subject to eligibility conditions, $1,000,000 of repayable investment from
the Investing in Business Innovation program and $4,500,000 of co-investment by OETF.
PAN members and other investors would be required to invest $4,500,000 to complete
the offering and satisfy matching conditions.

Ontario Tax Exemption for Commercialization

The purpose of the Ontario Tax Exemption for Commercialization (OTEC) program is
to support innovation in Ontario’s economy by encouraging the commercialization of
intellectual property, which is developed by qualifying Canadian universities and colleges.
The OTEC program applies to newly established corporations operating businesses in
priority areas by offering an exemption from Ontario’s corporate income tax and
corporate minimum tax for the first ten taxation years of the corporation.

Under the current tax rates, for every million dollars of taxable income generated by
eligible spin-off companies, the companies will be exempt from paying taxes of
approximately $140,000 (general active business income tax rate of 14%) for the first
ten years after incorporation. This should result into larger dividends and higher gains
on disposal.

About PARTEQ Innovations

PARTEQ Innovations

PARTEQ), a non-share capital corporation registered as a non-profit organization with
Canada Revenue Agency, is the technology transfer organization of Queen’s University.
PARTEQ provides Queen's researchers with the business, intellectual property and
financial expertise that is needed to advance their discoveries to the public, while
returning the proceeds from those activities to researchers and the university.



PARTEQ takes a hands-on approach to managing its spinoff companies. We have the
infrastructure to provide support in all areas including intellectual property protection
and management, financial management, communications support, and operations and
senior management. The ability to make investments through PANF and PAN provides
another very valuable tool to complete our capabilities to transform discoveries into
commercial product.

PARTEQ has spun off 45 companies that have raised more than $1 billion in external
financing. It has also returned more than $30 million to the Queen’s community over
the last 10 years.

Management and staff

A professional staff with more than 90 years of cumulative experience in technology
transfer oversees the day-to-day activities of PARTEQ. PARTEQ’s staff complement
includes 4 PhDs, 3 MBAs, 5 MScs, | CA, and | CGA.

Venture fund experience

PARTEQ owns or has assisted with forming a number of venture funds. It has five
Ontario Commercialization Investment fund (OCIF)-registered entities, including the
Tri-Colour Venture Fund, which provides Queen’s MBA and Commerce students with
hands-on experience managing a venture fund using real capital.

In 1998, PARTEQ formed one of Ontario’s first Community Small Business Investment
Funds with a $7 million investment from GrowthWorks (formerly Working Ventures
and the Canadian Medical Discoveries Fund). Although now fully invested, PARTEQ still
manages that fund.

PARTEQ has also been an active participant in the PARTEQ Internet Venture Fund,
Diversified Balanced Funds | and Il, and Brighter Future Funds | and .

Increasing the Pipeline

To further expand the pipeline of potential opportunities, PARTEQ has formed
collaborations with several other institutions, including Kingston General Hospital, the
Royal Military College of Canada, St. Lawrence College, Carleton University and the
Canadian Space Agency. PARTEQ is also the lead institution in the Rideau
Commercialization Network, which incorporates the research institutions in the
Ottawa Technology Transfer Network. PARTEQ is also the host institution of
GreenCentre Canada. PARTEQ currently has an application pending with FedDev
Ontario to fund added commercialization strength in power electronics so as to allow
PARTEQ to attract discovery flow in that area from across the country.



Contact
If you have questions on the PARTEQ Angel Network, please contact:

John P. Molloy

President and CEO

PARTEQ Innovations
jmolloy@parteqinnovations.com
613-533-2342

Paul Vickers

Vice-President, Finance and Administration
PARTEQ Innovations
pvickers@parteqginnovations.com
613-533-2342



