
designee, and the Corporation shall deliver to Schroder Canada and Schroder UK the Put
Purchase Price.

7. PUBLIC OFFERING

7·1 If the Corporation proceeds with a public offering of its securities pursuant to a
prospectus, registration statement or a similar document under the relevant jurisdiction (the
"Public Offering"), it shall advise the Shareholders and CAVof its intention to do so no later
than sixty (60) days prior to the intended date for filing of the preliminary prospectus,
registration statement or similar document with the Ontario Securities Commission or any
other securities commission having jurisdiction in the matter. The notice shall provide the
Shareholders and CAVwith the possibility to qualify the Shares held by the Shareholders and
CAV (including Shares issuable upon conversion of the Schroder Convertible Debentures and
the CAVConvertible Debenture), so as to permit the resale of such Shares pursuant to the terms
of the said prospectus or otherwise as long as the underwriters agree.

7·2 In the event a maximum number of Shares can be sold pursuant to such secondary
offering, 50% of the Shares subject to the secondary offering shall be allocated to Schroder
Canada, Schroder UK and CAV,on a pro rata basis (calculated on a fully-diluted basis) and 50%
of the Shares subject to the secondary offering shall be allocated to all Shareholders (including
Schroder Canada, Schroder UK and CAV) who are not subject to regulatory escrow
requirements, on a pro rata basis (calculated on a fully-diluted basis).

f

I

7·3 In the event that the Corporation enters into an underwriting agreement or other
agreement relating to said Public Offering, the Corporation shall permit the Shareholders,
Schroder Canada, Schroder UK and CAVto sell their Shares to the underwriter on the terms
and conditions set forth in the said agreement so long as the underwriters agree.

I
I

7·4 In the event that any Shareholder, Schroder Canada, Schroder UK or CAV elects to
retain its Shares, the Corporation shall use all reasonable efforts to obtain an exemption under
securities law, if applicable and to convince the underwriter of such in order to ensure that none
of the Shares held by the Shareholders, Schroder Canada, Schroder UK and CAVbe subject to
any escrow requirement.

7·5 Schroder Canada, Schroder UK and CAV shall not be required to make any
representation and warranty whatsoever in connection with the Public Offering with respect to
the business, assets or financial situation of the Corporation or any of its Subsidiaries, unless
required by a securities commission or underwriter.

I 7·6 The Shareholders, Schroder Canada, Schroder UK and CAVshall pay all selling expenses
incurred in connection with any distribution of their Shares, including the fees and expenses of
any investment dealer and all transfer taxes applicable to the sale of their Shares. All
registration expenses including, without limitation, all registration and filing fees, printing
expenses, fees and disbursements of counsel for the Corporation, fees and expenses relating to
the preparation of any prospectuses, audits incidental thereto or required by any such
registration incurred in connection with any such registration, qualification or compliance shall
be paid by the Corporation.

7·7 The Corporation shall indemnify and hold harmless the Shareholders, Schroder Canada,
Schroder UK and CAVand their officers, directors, advisers and employees, in connection with

I
I
I
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any registration, qualification or filing that has been effected pursuant to this Article 7, from and
against all claims, damages and liabilities arising out of or based upon any untrue statement or
alleged untrue statement of a material fact pertaining to the Corporation, which has not been
disclosed in writing to the Shareholders, Schroder Canada, Schroder UK and CAV,contained in
any prospectus, offering circular, offering memorandum or other document ancillary to such
registration, qualification or filing, or based on any omission or alleged omission to state therein
a material fact required to be stated therein or necessary to make a statement therein not
misleading or against any violation of any securities law or rule of any state or province
applicable to the Corporation.

7·8 The Corporation will consult and work with the Shareholders, Schroder Canada,
Schroder UK and CAVin selecting the underwriter(s), it being understood and agreed that the
Shareholders, Schroder Canada, Schroder UK and CAVwill not have a veto right in connection
with the selection of the underwriter(s).

8. SALEOF SHARES ONTHE DEATH OFA SHAREHOLDER

8.1 Definition. In this Article 8:

(a) "Purchase Price," shall have the meaning set forth in Section 8.3, as applicable;

(b) 'Vendor" means, in the case of a Shareholder's death, the legal personal representatives
of the estate of such deceased Shareholder and 'Vendor's Shares" means the Shares
owned by the deceased Shareholder;

(c) "Richard's Shares" means the Shares owned or controlled by Richard and/or
1062455; and

(d) 'Vincent's Shares" means the shares owned or controlled by Vincent and/or Danielle.

8.2 Purchase/Sale Option on Death of Richard or Vincent. Following the death of Richard
or Vincent, either the Corporation or the Vendor may give written notice to the other requiring a
purchase and sale of all or a portion of Richard's Shares for a maximum purchase price of $2
million or all or a portion of Vincent's Shares for a maximum purchase price of $1 million, as the
case may be, for the Purchase Price and on the terms set out in this Article 8. Notice of exercise
of this option must be given on or after seventy-five (75) days after and within two hundred and
seventy (270) days of the date of death. The purchase agreement thereby arising shall be
completed on the thirtieth (30th) day following the later of the date of delivery of the written
notice hereunder, the fulfilment of all other legal requirements and preconditions for the sale of
the Vendor's Shares and the receipt by the Corporation of all insurance proceeds payable on the
death of Richard or Vincent, if and as applicable.

8.3 Purchase Price and Payment thereof. The Purchase Price for the Vendor's Shares under
Section 8.2 (the "Purchase Price") shall be the Fair Market Value of the Shares being
purchased and sold. All insurance proceeds from the policies referred to in Section 8.7 hereof,
received as a result of the death of Richard or Vincent, as the case may be, shall be paid on the
closing date on account of the Purchase Price.
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8·4 Sale of Shares by the Shareholders other than Vincent or Richard. Following the death
of an individual Shareholder other than Vincent or Richard, either the Corporation or the
Vendor may give written notice to the other requiring a purchase and sale of all of such
individual Shareholder's Shares for the Purchase Price and on the terms set out in this Article 8.
Notice of exercise of this option must be given on or after seventy-five (75) days after and within
two hundred and seventy (270) days of the date of death. The purchase agreement thereby
arising shall be completed on the thirtieth (30th) day following the later of the date of delivery of
the written notice hereunder, the fulfilment of all other legal requirements and preconditions
for the sale ofthe Vendor's Shares.

8.5 Purchase Price and Payment thereof. The Purchase Price for the Vendor's Shares under
Section 8-4 (the "Purchase Price") shall be the Fair Market Value of the Shares being
purchased and sold. The Purchase Price shall be paid on the closing date.

8.6 Tax Matters.

(a) If requested by the Vendor and notwithstanding any other provision of this agreement,
in the event insurance proceeds are payable to the Corporation on the death of Vincent,
the Corporation shall approve the transfer of his Shares to Danielle within sixty (60)
days of the date of death of his death. In the event of any such transfer under this
Section 8.6(a), Danielle shall be entitled, on notice to the Corporation within thirty (30)
days from the date Danielle acquired Vincent's Shares, to sell Shares pursuant to this
Article 8 in the same manner that Shares of Vincent could have been sold to the
Corporation by the Vendor pursuant to this Article 8. In the event of the transfer of
Shares to Danielle under this Section 8.6(a) the Corporation shall be entitled, on notice
to Danielle, within thirty (30) days from the date Danielle acquired Vincent's Shares, to
purchase all such Shares from Danielle in the same manner that the Corporation would
have been entitled to purchase Shares from the Vendor pursuant to this Article 8.

(b) If the Corporation receives insurance proceeds on the death of Richard or Vincent, the
proceeds shall be allocated to the capital dividend account of the Corporation and the
Corporation shall elect under the Income Tax Act (Canada) that the deemed dividend
arising on the purchase of the Vendor's Shares shall be paid out of its capital dividend
account.

8.7 Insurance.

(a) The Shareholders agree to obtain and maintain insurance on the lives of Richard and
Vincent for a maximum of $2 million in the case of Richard and $1 million in the case of
Vincent and the Shareholders agree that in each and every year within ninety (90) days
following the fiscal year end of the Corporation such insurance shall be revised by the
mutual agreement of the Shareholders, and failing such agreement the insurance
amount will be determined by the Board of Directors, at not less than the amount that
would be required to fund the Corporation's purchase of Richard's and Vincent's Shares
on their death up to a maximum of $2 million for Richard and $1 million for Vincent.

(b) Each of Richard and Vincent shall use his best efforts to assist in the obtaining and
maintaining of the insurance, including, but not limited to, attending for physical
examinations, answering such questions as may be reasonably necessary and executing
consents to the placing of such insurance coverage.
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(e) Subject to subsection 8.7(e), in the event of the purchase of the Shares held by any
Shareholder which does not require or does not involve the use of proceeds of insurance
issued in the name of such Shareholder as insured, if any policy of insurance shall still be
in force with respect to such Shareholder, the person or persons whose life is insured
under any such policy shall have the right, exercisable within sixty (60) days from the
date of the purchase of the Shares under this Agreement, to purchase such policy from
the Corporation for a price equal to the aggregate of:

(i) the unexpired portion of any premiums paid as determined by the insurer;

(ii) the cash surrender value, if any; and

(iii) the sum ofTen Dollars ($10.00).

In the event that any person or persons whose life is insured elects to exercise this right
to purchase, the Corporation and all remaining Shareholders shall forthwith execute all
such documents as may be necessary to give effect to the transfer of the policy or
policies. In the event that any person or persons whose life is insured shall fail to notify
the Corporation within the said period of sixty (60) days of his or their election to
purchase the said policy or policies, the Corporation and/or all remaining Shareholders
shall forthwith surrender the policy or policies to the insurer for the cash surrender
value thereof together with the amount of any accumulated dividends or other
distributions thereof, which, when received, shall be retained by the Corporation and/or
the Shareholders.

(d) Notwithstanding the provisions of subsection 8.7(c), the Corporation and/or
Shareholders shall be permitted to retain such insurance on a party ceasing to be,
directly or indirectly, a Shareholder as may equate from time to time with the amounts
which may be owing by the Corporation or the other Shareholders, as the case may be, to
such party. The amount of insurance to be retained in such circumstances shall be
reviewed on the anniversary dates of the date the party, whose life is insured, has ceased
to be, directly or indirectly, a Shareholder, and such party may purchase such portion of
the insurance which the Company no longer requires to cover the amounts which may be
owing to such party. Such right to purchase shall be exercisable within sixty (60) days of
the termination by the Company of the amount of insurance being maintained in
accordance with this subsection 8.7(d) and the provisions of subsection 8.7(c) shall
otherwise apply mutatis mutandis.

(e) If, pursuant to subsection 8.7(d), the Corporation and/or the remaining Shareholders
retain insurance on a party who has ceased to be, directly or indirectly, a Shareholder
and such party dies while funds are owing to such party by the Corporation or the other
Shareholders, as the case may be, then, the Corporation and the other Shareholders shall
cause such insurance proceeds paid on the death of such party to be immediately applied
to the indebtedness owing by the Corporation or the other Shareholders, as the case may
be, to such party.

8.8 Any previous agreement to buy Shares of a Shareholder on the death of a Shareholder or
Principal is hereby terminated.

I
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9· BOARDOFDIRECfORS

9·1 Board of Directors. The Shareholders agree that:

(a) the Board of Directors of the Corporation will consist of eight (8) persons as elected by a
majority of the shareholders of the Corporation. The Shareholders shall vote their
Shares so that collectively (i) Schroder Canada and Schroder UK, together, shall have
four (4) nominees on the Board and shall have the right to appoint the chairman of the
board for so long as they maintain an equity participation of at least 40%, collectively, on
a fully-diluted basis; (ii) Schroder Canada and Schroder UK, together, shall have three
(3) nominees on the Board for so long as they maintain an equity participation of at least
30%, collectively, on a fully-diluted basis; (iii) Schroder Canada and Schroder UK,
together, shall have two (2) nominees on the Board for so long as they maintain an
equity participation of at least 20%, collectively, on a fully-diluted basis; (iv) Schroder
Canada and Schroder UK, together, shall have one (1) nominee on the Board for so long
as they maintain an equity participation of at least 10%, collectively, on a fully-diluted
basis; (v) CAV shall have one (1) nominee on the Board for so long as the CAV
Convertible Debenture is outstanding or CAV maintains an equity participation of at
least 10% on a fully-diluted basis; (vi) Richard shall have one (1) nominees on the Board
for so long as he maintains an equity participation, and (vii) the other Shareholders
(including Schroder Canada and Schroder UK, together, but only if they maintain an
equity participation below 40%, collectively, on a fully-diluted basis) shall have two (2)
nominees on the Board.

(b) the Chairman of the Board, if appointed by Schroder Canada and Schroder UK, shall
have a second or casting vote in respect of any matter submitted to the vote of any
meeting;

(c) the number of directors from time to time constituting a quorum at the meetings of the
Board shall be five (5) persons, including three (3) representatives of Schroder Canada
and Schroder UK, provided that if quorum has not been achieved at a meeting, another
meeting shall be held in the next seven (7) days and if two (2) successive meetings of the
Board shall have been properly convened with due notice and a quorum has not been
achieved at such meetings, the quorum for a third meeting duly convened with notice
shall be five (5) persons among any members of the Board;

(d) on the appointment or election of each director, the Secretary of the Corporation shall
make note of the nominator of the director in the records of the Corporation and the
nominator shall be entitled by direction in writing, from time to time, to remove its
nominee or nominees and to nominate a successor or successors who shall promptly be
elected or appointed a director as contemplated herein; and

(e) a majority of the persons from time to time nominated to the Board shall be resident
Canadians, as such term is defined in the Business Corporations Act (Ontario).

9·2 Regular meetings of the Board of Directors shall be held on a quarterly basis. Other
meetings of the Board of Directors shall be held at such time as may be requested by any
Director. All meetings of the Board of Directors shall be held at the place designated in the
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notice of such meeting, provided that unless otherwise agreed to by all of the members of the
Board of Directors, such meetings shall be held in Ottawa, province of Ontario. Notice of each
meeting and the business to be transacted thereat shall be given to each Director not less than
ten Business Days prior to the date of the meeting unless such notice is waived in accordance
with the Business Corporations Act (Ontario) and the articles of the Corporation. Nothing
herein shall restrict the holding of meetings of the Board of Directors by telephone, electronic or
other communication facilities in the manner and on the conditions contemplated by the
articles of the Corporation.

9·3 Schroder Canada and Schroder UK, together, shall have the right to appoint 50% of the
members of any committee of the board of directors, for so long as Schroder Canada and
Schroder UK maintain an equity participation of at least 40% collectively on a fully diluted
basis.

9-4 No action, or decision which relates to the following matters shall be taken by the
Corporation without the consent of a majority of the board of directors:

(a) Dividend policy;

(b) Issues of Shares or securities convertible into Shares;

(c) Change of auditors or bankers;

(d) Change in the accounting principles of the Corporation;

(e) Modification to the articles of the Corporation or its by-laws;

(f) Approval of the audited financial statements

(g) Annual budgets, including capital expenditures budgets;

t
J

(h) Acquisitions or sales of assets outside the normal course of business;

(i) Borrowings outside the normal course of business;

G) Acquisitions, mergers and joint ventures;

r

I
(k) Stock option plans;

(I) Hiring, firing and compensation of key senior executives;

I (m) Change in the number of directors;

(n) Change in the nature of the Company;

I
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(0) Wind-up or voluntary dissolution.

r 10. ARBITRATION

f 10.1 Arbitration. In the event that any disagreement (save and except for determination of
the Fair Market Value of Shares) arises among the parties hereto with reference to this
Agreement, or any matter arising hereunder and upon which the parties cannot agree, then
every such disagreement shall be referred to arbitration pursuant to the provisions of the
Arbitrations Act, 1991 and in accordance with the following:

,
r

(a) for the purpose of this Section, if there are only two (2) parties to the disagreement, the
following provisions shall govern any arbitration hereunder:

I
I

(i) the reference to arbitration shall be to three (3) arbitrators, one of whom shall be
chosen by each party to the disagreement and the third by the two so chosen and
the third arbitrator so chosen shall be the chairman;

(ii) the award may be made by the majority of the arbitrators;

I
I

(iii) if the arbitrators have allowed their time or extended time for making any award,
as provided in the Arbitrations Act, 1991 to expire without making any award, or
if the chairman shall have delivered to the parties to the arbitration a notice in
writing stating that the arbitrators cannot agree, any party to the arbitration may
apply to the Supreme Court of Ontario or to a Judge thereof to appoint any
umpire who shall have the like power to act in the reference and to make an
award as if he had been duly appointed by all the parties to the submission and
by the consent of all the parties who originally appointed the arbitrators thereof;

i
r
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(iv) if any umpire is appointed pursuant to the foregoing subsection (iii), such
umpire shall make his award within one (1) month after the original or extended
time appointed for making the award of the arbitrators has expired or on or
before any later date to which the parties to the reference by any writing signed
by them may from time to time enlarge the time for making the award, or if the
parties have not agreed, then within such time as the Court or Judge who
appointed such umpire may deem proper.

(b) In the event that there are more than two parties to the disagreement, the disagreement
shall be determined by arbitration by a single arbitrator who shall be selected by
agreement of all parties. Failing unanimous agreement, the arbitrator shall be selected in
accordance with the provisions of the Arbitration Act, 1991. The arbitrator shall make
his award in writing either within three (3) months after entering on the reference or
after having been called on to act by notice in writing from any party to the submission,
whichever is the earlier, or on or before any later date to which the parties to the
submission by writing signed by them may from time to time enlarge the time for
making the award.

I
I (c) There shall be an appeal from the award of the arbitrators or arbitrator in accordance

with the provisions of the Arbitrations Act, 1991.
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11. GENERAL PROVISIONS

11.1 General Sale Provisions.

(a) A Shareholder who sells Shares pursuant to any prOVISIon of this Agreement (the
"Seller") hereby warrants to Schroder Canada, Schroder UK, CAY and any other
Shareholder or to the Corporation purchasing such Shares (the "Buyer"), that, at the
time of closing of the transaction of purchase and sale in question, (i) the Seller has a
good and marketable title to such Shares and (ii) the Buyer will acquire such Shares free
of any encumbrance of any kind, and the Seller shall indemnify and save harmless the
Buyer against any loss suffered by the Buyer as a result of there being any encumbrance
upon or any defect in the title of the Seller to such Shares.

(b) In the event that the purchase price is not paid in full by the Buyer to the Seller on the
closing date, then the Shares purchased and sold shall be pledged by the Buyer to the
Seller under the terms of a share pledge agreement which shall provide, inter alia, that
upon default by the Buyer in payment of any sum due to the Seller, whether on account
of principal or interest, then the Seller shall have the right either to retain the pledged
Shares in satisfaction of the obligation secured or to sell such Shares subject to
compliance with Section 12.3, all in accordance with .the provisions of the Personal
Property Security Act (Ontario).

(c) Unless otherwise provided in this Agreement or specified in any notice under this
Agreement, the transaction of purchase and sale shall be completed at the offices of the
Corporation's solicitors on the thirtieth (goth) day following delivery of the notice
creating the agreement of purchase and sale, at which time the Seller shall resign as a
director, officer and employee of the Corporation and the purchase price shall be paid in
full by certified cheque of the Buyer to the Seller.

(d) Contemporaneously with the completion of the transaction of purchase and sale, the
Buyer shall acquire from the Seller or retire the full amount of any shareholder's loans
advanced by the Seller to the Corporation, by payment to the Seller of an amount equal
to the principal sum thereof then outstanding together with all unpaid interest accrued
thereon to the date of closing.

(e) Contemporaneously with the completion of the transaction of purchase and sale, the
Buyer shall deliver to the Seller a release of all personal guarantees, covenants of
indemnification, endorsements or similar obligations made or given by the Seller for or
in support of any liabilities, indebtedness or obligations of the Corporation, or if any
such release cannot be obtained, the Buyer and the Corporation shall deliver a joint
agreement of indemnification in favour of the Seller with respect to such contingent
liability, and such indemnification agreement shall be collaterally secured by a pledge of
the Shares being purchased and sold together with all other Shares owned by the Buyer.
The agreement of indemnification and share pledge agreement shall be satisfactory to
the Seller's solicitors both as to form and substance.

(f) Contemporaneously with the completion of the transaction of purchase and sale, the
Seller shall repay and return the full amount of all shareholder's advances from the
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Corporation to the Seller, and the Buyer may withhold from the purchase price any such
amount and pay such amount directly to the Corporation at the time of closing.

11.2 Agreement Binding on Transferees. No Shares shall be

I
I
I

(a) issued, or

(b) sold, assigned, transferred, or conveyed, whether pursuant to Section 5.5 or
otherwise, by a Shareholder or his legal representative

to any person other than a party to this Agreement, until the proposed subscriber or
transferee, as the case may be, enters into a counterpart of this Agreement and of any
amendments to it with the other parties to this Agreement.

12. NON-COMPETITION AND CONFIDENTIALITY

12.1 Definition. For the Purposes of this Article 12, Shareholder shall include only Richard
and Vincent.

12.2 (a)

I
I
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(b)

Non-Competition. While a Shareholder and for a period of four (4) years until
April 19, 2001 or for a period of three (3) years thereafter after ceasing to be a
Shareholder, no Shareholder, or his Principal, shall, and each shall ensure that
all of his affiliates, as that term is defined in the Securities Act (Ontario), directly
or indirectly controlled by him do not, directly or indirectly, in any manner
whatsoever, including without limitation, either individually or in partnership or
jointly, or in conjunction with any other Person or Persons, as principal, agent,
shareholder, employee, Shareholder, officer or otherwise or in any other manner
whatsoever, compete in any way with or directly or indirectly have a financial
interest of more than 2% in any business competing with the Business of the
Corporation in Canada, the United States, Europe or in any place in which the
Corporation carries on or proposes to carry on its Business.

Reasonable Limitation. The parties acknowledge that the concept and nature on
which the Corporation's current business is based is applicable on a worldwide
basis and that the protection provided hereunder is necessary to preserve the
growth potential and therefore the inherent value of the Corporation for the
benefit of the current and future Shareholders. Accordingly, the parties hereto
acknowledge that the foregoing provision is not an unreasonable limitation of the
Shareholders and is a reasonable protection for the Corporation and its
shareholders including the Shareholders.

(c) Severability. If any term, covenant or condition of this Section or the application
thereof to any person or entity or circumstance shall, to any extent, be held to be
invalid or unenforceable, the remainder of this Section and this Agreement
and/or the application of such term, covenant or condition to Persons or entity
or circumstances other than those to which it is held to be invalid or
unenforceable, shall not be affected thereby and each term, covenant or
condition of Section and this agreement shall be separately valid and enforceable
to the fullest extent permitted by law.

I
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12·3 Confidentiality. For so long as the Corporation carries on Business, each of the
Shareholders, his Principal, and the Corporation shall keep in the strictest confidence, not
disclose and not use, without the consent of the Corporation or such Shareholder to which the
information relates, all non-public information pertaining to or concerning the Corporation and
the Shareholders including, without limitation, all budgets, forecasts, analyses, and financial
results, costs, margins, wages and salaries, bids and other business activities, all supplier and
customer lists, all non-public intellectual property including trade secrets, unfilled patents,
trade-marks, technical expertise and know-how, documentation including standard terms and
agreements and all other information not generally known outside the Corporation except to
persons through business dealings with the Corporation. However, no party hereto shall be
obliged to keep in confidence or shall incur any liability for disclosure of information which:

(a) was already in the public domain or comes into the public domain without any breach of
this Agreement;

(b) is required to be disclosed pursuant to applicable laws or pursuant to policies or
regulations of any regulatory authority or private or public body having jurisdiction over
a party or of which the party is a member;

(c) is required to be disclosed in any valuation, arbitration or legal proceeding hereunder;

(d) is made in connection with a bona fide proposed sale of at least 51% of the Shares of the
Corporation (including without limitation any Shares) by any Shareholders; provided
that the disclosing party shall cause the recipient to comply with the terms hereof as if it
were a party to this Agreement; or

(e) is made to a professional or other adviser to such disclosing party, in which event such
disclosing party shall, so far as reasonably possible, cause the recipient to comply with
the terms hereof as if it were a party to this Agreement.

13. GENERAL

13·1 Schroder Canada, Schroder UK, CAYand the Shareholders covenant and agree that they
shall act and vote and shall cause their nominee or nominees to act and vote as Shareholders
and/or Directors and otherwise in such manner as may be necessary to comply with the
provisions of this Agreement.

13·2 A waiver by any party of any of his rights or of the performance of any other party or
parties of any of his or their obligations under this Agreement shall be without prejudice to all
or any of his other rights under this Agreement and shall not constitute a waiver of any other of
such rights or of the performance by the other party or parties of any other of his or their
obligations under this Agreement.

13·3 Nothing in this Agreement shall be deemed in. any way or for any purpose to constitute
any party a partner of any other party to this Agreement, in the conduct of any business or
otherwise or as member of a joint venture or joint enterprise with any other party to this
Agreement.
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13-4 All certificates or documents representing Shares of the Corporation shall have written
on the face thereof the following:

"The shares evidenced by this certificate are subject to the terms of, and
disposition, mortgage, pledge, hypothecation, and transfer of such
shares is restricted in accordance with, the provisions of an agreement
dated as of April 19, 2000 between the Corporation and its
shareholders. "

13·5 The provisions of this agreement relating to Shares of the Corporation shall apply
mutatis mutandis to any shares into which the Shares or any of them may be converted or
changed, or to any shares resulting from a reclassification, subdivision or consolidation of any
Shares, and also to any Shares of the Corporation which are received by the holders of Shares as
a stock dividend, and to any shares or other securities of the Corporation or of any successor
body corporate which may be received by the holders of Shares on an amalgamation,
reorganization, merger or combination of the Corporation.

13.6 Time shall be of the essence of this agreement and of every part thereof.

13·7 The parties to this Agreement shall execute and deliver such further and other
instruments, agreements and writings and shall cause such meetings to be held, resolutions
passed and by-laws enacted, exercise their votes and influence, do and perform and cause to be
done and performed, such further and other acts and things that may be necessary or desirable
in order to give full effect to this Agreement and every part thereof. Without limiting the
generality of the forgoing, each of the Shareholders covenants and agrees with the others to vote
its Shares at the next meeting of Shareholders of the Corporation in such a manner as to
approve, confirm and ratify the execution and delivery of this Agreement by the Corporation.

13.8 All notices required or permitted to be given by one party to another party under the
terms of this Agreement may be delivered personally or sent by prepaid registered mail or
transmitted by telex, telecopier or other form of recorded telecommunication transmission:

(a) to Schroder Canada at:

1155Rene-Levesque Blvd West
Suite 2705
Montreal, Quebec
H3B 2K8

Attention: Catherine Lyng

Fax: (514) 861-2495

I
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(b) to Schroder UK at:

I 20 Southampton St.
London, England

I
WC2E7QG

Attention: Gerard Lloyd

I Fax: 11-44-207-240-5346

I
(c) to Richard or 1062455 at:

3203 Carriage Hill Place
Gloucester, Ontario

I KIT3X2
(d) to Vincent at:

I 13Saddle Crescent
Ottawa, Ontario
KIG 51.4

I (e) to Danielle at:

13 Saddle Crescent

I Ottawa, Ontario
KIG51.4

I
(t) to Trustee at:

MED-ENG SYSTEMS INC.

I
2400 St-Laurent Blvd
Ottawa, Ontario
KIG 6C4

I
Attention: President

Fax: (613) 739-4536

I (g) to CAVat:

CAPITALALLIANCEVENTURES INC.

I Suite 600, 60 Queen Street
Ottawa, Ontario
KIP 5Y7

I Attention: Mr. Richard Charlebois

Fax: (613) 5673979

I
I

I
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(h) to the Corporation at:

MED-ENG SYSTEMSINC.
2400 St-Laurent Blvd
Ottawa, Ontario
KIG6C4
Attention: President

Fax: (613) 739-4536

or at such other address as the parties may from time to time deliver pursuant to this Section.
Any notice delivered or transmitted by telex or other form of recorded telecommunication shall
be deemed to be given and received on the date of its delivery or transmission, as the case may
be, provided that such day is not a Saturday, Sunday or statutory holiday. Any notice mailed
shall be deemed to have been given and received on the third business day following the date of
its mailing.

13·9 Applicable Law. This Agreement shall be governed by and construed in accordance with
the laws of the Province of Ontario and the laws of Canada applicable therein and shall be
treated in all respects as an Ontario contract. The parties hereby attorn to the exclusive
jurisdiction of the courts of the Province of Ontario with respect to any matter arising under this
Agreement or any of the schedules or documents to be entered into or delivered pursuant to this
Agreement.

13·10 Severability. In the event that any provision of this Agreement shall be invalid, illegal or
unenforceable it shall not affect the validity, legality or enforceability of any other provision of
this Agreement.

13·11 Entire Agreement. This Agreement, together with the agreements and other documents
to be delivered pursuant to this Agreement, constitute the entire agreement between the parties
pertaining to the subject matter of this Agreement and supersede all prior agreements,
understandings, negotiations and discussions of the parties, whether written or oral, and there
are no warranties, representations or other agreements between the parties in connection with
the subject matter of this Agreement. No amendment, modification, waiver or termination of
this Agreement shall be binding unless executed in writing by the party to be bound thereby. No
waiver of any provision of this Agreement shall be deemed to constitute a waiver of any other
provision (whether or not similar) nor shall such waiver constitute a continuing waiver unless
expressly provided.

13·12 Successors and Assigns. This Agreement shall enure to the benefit of and be binding
upon the parties to this Agreement and their respective heirs, executors, administrators,
successors and assigns. .

13.13 Unanimous Shareholders' Agreement. This Agreement is a unanimous Shareholders'
agreement within the meaning of the Business Corporations Act (Ontario).

13·14 Voting Trust Agreement. The parties to the Voting Trust Agreement attached hereto as
Schedule "A" shall be for all purposes and intent of this Agreement a party to this Agreement as
though they were named parties hereto and shall have no less and no greater rights and
obligations than the Trustee under this Agreement.

MFN-93192S3 '·.12-SJQSSI2!.DOC

155



t

I
I
I

IN WITNESS WHEREOF the parties have duly executed this Agreement as of the day,
month and year first above written.

SIGNED, SEALED AND DELIVERED
in the presence of

:~D__~~~:::::..-::..-=---Y_S-,,-E=-M-=S_N_C_'.s:
I
I
I
I
I
I
I
I
I
I
I
I
I

I
I MFN-9319253 v.11-5JQSSll!.OOC

SCHRODER VENTURE MANAGERS
(CANADA) LIMITED
in its capacity as general partner of each of
Schroder Canadian Buy-Out Fund II Limited
Partnership CLP1, Schroder Canadian Buy-Out
Fund II Limited Partnership CLP2, Schroder
Canadian Buy-Out Fund II Limited Partnership
CLP3, Schroder Canadian Buy-Out Fund II
Limited Partnership CLP4, Schroder Canadian
Buy-Out Fund II Limited Partnership CLP5
and Schroder Canadian Buy-Out Fund II
Limited pa~LP6.

per:~

SCHRODER VENTURES HOLDINGS
LIMITED
in its capacity as general partner of Schroder
Canadian Buy-Out Fund II UKLP, on behalf of
Schroder Canadian Buy-Out Fund II
Coinvestment Scheme and on behalf of
Schroder Ventures International Investment
Trust pIc, pursuant to a power of attorney duly
executed on April 6, 2000

Per: _
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Witness

,

Witne~~~

Witness

MFN-9319253 v.11-5JQS511!.DOC

~~~245WG(cJi
~J cJcd,

RICHARD L'ABBE

er attorney in fact,

Vi7JLjddl
If;

RICHARD L'ABBE, as voting trustee

CAPIT AL ALLIANCE VENTURES INC.
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IN WITNESS WHEREOF th~ ~mes have duly executed this Agreement aa of the day,
month and year first above written.

SIGNED, SEALED AND DELIVERED
In the presence of

I MED-ENG SYSTHMS INC.

I Per: _

I

I

SCHRODER VENnJRE MANAGERS
(CANADA) LIMI::'lID
in its capacity as general partner of each of
Schroder Canadia:, Buy-Out Fund IT Limited
Partnership CLPl, Schreder Canadian Buy-Out
Fund U Limited l'artnershtp CLP2. Schroder
Canadian Buy-Out Fund nLimited ParlneNhip
CLP3, Schroder f :anadian Buy-Out Fund II
Limited Parln~SN PeLP', Schroder Canadian
Buy-Out Fund II Limited l"'artnexoship CLPS
and Schroder Cmadian Buy-Out Fund II
Limited Partnershi s CLP6.

I
I

I
I

Per: _

I

SCHRODER VEN' rtJRES HOLDINGS
LIMITED
in its capacity as J ;en"lraX partner of Schroder
Canadian Buy-Out Fund nUKLP, on behalf of
&hroc:ler Cana( j~ Buy-Out Fund n
Coinvestment Scl.eme and on behalf: of
Schroder Venturer. International Investment
Trust plc, pursuant to a power of attorney duly
execut on Ap4~'2000

Per: IJA~-+-,----_

I
I

I
I ) MI'N-931925~v.ll·5)QSSl1!.!>OC
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SCHEDULE "A"

Voting trust agreement

Thomas Csathy
William Sparfel
Aris Makris
Mario Demers
Steven Maynes
Bogdan Capruciu
Derrick Poon Young
Anderson Soubliere Inc.
Pakenham Holdings Ltd.

I
I MFN-93 192S3 Y.12-SJQSS12!.DOC
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SCHEDULE "B"

Registered Shareholders of MED-ENG SYSTEMS INC.
Name Number of Number of

Class A Shares Class B Shares
Schroder Canada - 11;425.467
Schroder UK - 5,965,837
Richard 530,500 -
1064255 Ontario Inc. 9,568,000 -
Vincent 851,680 -
Danielle 1,182,420 -
Trustee 601,271 -

TOTAL: 12,733,871 17,391,304

Beneficial Owners of Shares Q(MED-ENGSYSTEMSINC.
Name Number of Number of

Class A Shares Claas B Shares
Schroder Canadian Buy-Out - 1,540,831
Fund II Limited Partnership
CLPI
Schroder Canadian Buy-Out - 1,938,152
Fund II Limited Partnership
CLP2
Schroder Canadian Buy-Out - 2,325,783
Fund II Limited Partnership
CLP3
Schroder Canadian Buy-Out - 2,248,280
Fund II Limited Partnership
CLP4
Schroder Canadian Buy-Out - 2,248,280
Fund II Limited Partnership
CLP5
Schroder Canadian Buy-Out - 1,124,141
Fund II Limited Partnership
CLP6
Schroder Canadian Buy-Out - 4,895,118
Fund II UKLP
Schroder Canadian Buy-Out - 44,365
Fund II Coinvestment
SchemeI

I
;,I MFN-93192S3 V,12-SJQSS12'.DOC
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Name Number of Number of
Class A Shares Claas B Shares

Schroder Ventures - 1,026,354
International Investment
Trust p1c
Richard 530,500 -
1064255 Ontario Inc. 9,568,000 -
Vincent 851,680 -
Danielle 1,182,420 -
Trustee 601,271(1) -

TOTAL: 12,733,871 17,39 1 ,304
I
I (1) For:

I
I
I
I
I
I
I
I
I
I
I

Aris Makris 34000
Mario Demers 17.S00
Steve Maynes 34000
Bogdan Capruciu 33,000
Derrick Poon Young 2,SOO
Pakenham Holdings Ltd. 142,Q89
Anderson Soubliere Inc. 142,989
Thomas Csathv 174,293
William Sparfel 20000

I MFN-93192S3 \·.12-sJQSS12!.DOC
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Registered Debentureholders of MED-ENG SYSTEMS INC.
Name Amount of Amount of

Convertible Subordinated
Debentures Debentures

($) ($)
Schroder Canada 1,511,235 1,280,864
Schroder UK 789,095 668,806
CAY 2,000,000 -

TOTAL: 4,300,330 1,949,670

Beneficial Owners of Debentures of MED-ENG SYSTEMS INC.
Name Amount of Amount of

Convertible Subordinated
Debentures Debentures

($) ($)
Schroder Canadian Buy-Out Fund II Limited 203,804 172,736
Partnership CLP1
Schroder Canadian Buy-Out Fund II Limited 256,357 217,279
Partnership CLP2
Schroder Canadia n Buy-Out Fund II Limited 307,629 260,734
Partnership CLP3
Schroder Canadian Buy-Out Fund II Limited 297,378 252,046
Partnership CLP4
Schroder Canadian Buy-Out Fund II Limited 297,378 252,046
Partnership CLP5
Schroder Canadian Buy-Out Fund II Limited 148,689 126,023
Partnership CLP6
Schroder Canadian Buy-Out Fund II UKLP 647.472 548,772
Schroder Canadian Buy-Out Fund II Coinvestment 5,868 4,974
Scheme
Schroder Ventures International Investment Trust plc 135,755 115,060
CAV . 2,000,000 -

TOTAL: 4,300,330 1,949,670

I
I
I
I
I
i

I
I
I
i
MI
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SCHEDULE "c"
INVESTMENT AGREEMENT AND POWER OF ATTORNEY

MFN-93192S3 Y.12-SJQSS12!.DOC
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I
I INVESTMENT AGREEMENT

AND
POWER OF ATIORNEY

I
I BETWEEN: Schroders Ventures Holdil'\gs Limited (the "Manager")

I
I

AND:
Schroder Ventures lntemationaltnvestrnent Trust plc (the "Investor")

StJBJECT: MED-ENG Systems Inc. ("MED-ENG")
AcquisitionCo

I
I

WHEREAS the Investor is a limited partner in Schroder Canadian Buy-Out Fund II UKLP (the,
"Partnership") and the Manager is acting as the General Partner of the Partnership.

WHEREAS the Investor is a couwestor pursuant to the L~ COlnvestment Opportunity
Agreement dated December 14, 1994 and amended on August 20, 1996, among the Manager, the
Investor and other parties (the "UK Coinvestment Agreement"),

WHEREAS the Manager. as General Partner of and acting for the Partnership, has invited the
Investor to acquire shares of MED-ENG and debentures of AcquisitionCo, as more fully
identified in the S(~hedu1ehereto.

WHEREAS it is proposed that certain agreements to be entered into with MED·ENG and with
AcquisitionCo be. signed on behalf of the Investor by the Manager and, further, that certain
management and other hmc:tions be delegated to the Manager.

NOW IT IS HEREBY AGREED as follows:

1, The Investor hereby appoints the Manager as its agent to participate in or acquire, for
the account of the Investor, the securities and debentures identified in the Schedule
hereto and any securities and debentures subscribed thereafter (collecti vely. the

"Subject Secudties") on the terms hereinafter appearing.

1.1 Tr.e Manager is hereby authorized to manage the Subject Securities and any
shares, cash, securities or other uwes!::ntents which may derive from the Subject
Securities with fun power for the account of and in the name of the Investor at
the Manager's discretico to sell, redeem. exchange, vary or transpose the Subject
Securities and the Manager shall render the Investor such reports concerning the
Subject Securities and any other cash securities or investments derived therefrom
as the Investor may reasonably require.

OlG-932630.>3 v.1-5JVv'$,'\J01!.OOC
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1.2 DU:ing the continuance of this Agreement, the Manager shall be authoriz d d
entitled to exercise any voting rights or other rights attaching to th Se bie t5 . . d - e U Jee
ecuritres an to give any consents, grants or authorizations whatsoever which

may be requested in connection with the Subject Securities pursuant to the
Shareholders' Agreement or the Debentures referred to below or any other
agreemimts (elating to the investment.

1.3 The Manager, subject to subclause 1.1 hereof, shall hold all cash or other
securities or inv~stments derived from the Subject Securities and any sale
proceeds on the disposal of any or all of the Subject Securities exclusively for the
account of the Investor and shall payor transfer such cash. securities or other
investments to the Investor as the Investor Il'lay direct.

In the event that the Manager shall cease to be the general partner of the Partnership, the
Manager shall irnmedtately transfer the Subject Securities and all cash, securities and
other investments derived therefrom and held for the account of the Investor to the
Investor or to such person as the Investor may direct, subject to the provisions of the
Shareholders' Agreement.

3. The Investor, by its execution hereof, hereby irrevocably makes, constitutes and
appoints the w.:anager as its true and lawful agent and attorney-in-fact, with full power
of substituriorv and full power and authority in its name, place and stead, to make~
execute, sign. acknowledge, swear to, record and file (i) a Shareholders' Agreement .
among, inter al:a, MED-F.NG. the Manager and the other shareholders of .••• MED-ENG, ~
substantially in the form attached hereto, a Subordinated Debenture and a Convertible
Debenture between AcquisitionCo and the Investor. substantially in the forms attached
hereto and any other instruments, agreements, letters or documents in connection with
the exercise ofthe rights, including voting rights, proxies, consents or authorizations in
connection with or derived from the Subject Securities, and (ii) any and aU instruments.
agreements, letters, deeds or documents in connection with anything to be done or
performed under or as a result of this Agreement. The foregoing power of attorney is
coupled with an interest, shall be irrevocable and shall, to the extent permitted by
applicable law. survive the incapacity of the Investor. The Investor undertakes that all
and each of the acts, deeds and things done by the Manager for the aforesaid purposes
shall be good,:valid and effectual as if the same had been signed, sealed and delivered,
given, made 01' done by the Investor and the Investor undertakes at all times hereafte.r to
ratify and confirm whatsoever the Manager shall lawfully do or cause to be done by
virtue of this power of attorney.

This Agreement shaH continue and remain in full force and effect unless and until
terminated by the agreement of both. parties.

The Manager :shall not be precluded from providing services of a like nature to any
other person. firm Of corporation, and the Manager shall not be liable to account for any
profits earned .from any such transaction.

The Investor shall indemnify. sa ....-e and hold harmless and exculpate the Manager and its
directors, offkers, employees, agents and advisors from all claims, expenses. losses,

4.

I"::J.

6.

01(;-9326363 v .1·5JW9~Ol!.pX
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damages and liabilities arising directly or indirectly in connection herewi~ except if the
Manager has committed gross negligence, willful default or fraud .

. 7. The Investor hereby acknowledges that his participation in or acquisition of the SUbject
Securities is made pursuant to the terms of the UK Coinvestrnerit Agreement.
Notwithstanding the foregoing, the Investor hereby waives any formallties contained in
Article II of the UK Coinvesrment Agreement which may not have been complied with
by the Manager.

8. No provision ,)f this Agreement may be changed, varied, discharged or discounted
except in writing signed by the parties hereto.

9. This Agreement shall be governed by and construed in accordance with the laws of
England.

10. nus Agreement may be executed in one or more counterparts all of which taken
together shall be deemed to constitute one and the same instrument.

IN WITNESS WHEHEOF this Investment Agreement and Power of Attorney has been
executed the day and year hereafter mentioned.

SCHRODER VENTURES
HOLDINGS LIMITED

By:

Title:

SCHRODER V'ENTtJRfS
INTERNATIONAL INVESTMENTTRUt~·

By:

Title:- . '"' .: .
- -

- \.
~ SCHRODE ...•.•.""DL.."TMENT MANAGEMENT UMITED

SECRETARIES

OIC-9326363 --.}-5JW9N01'.lX:>C
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I SCHEDULE

11. 1. Subject Securities

• 1,026,354 Class B shares in the capital of MED-ENG Systems Inc. for an aggregate
purchase price of $472,123;

• Converrible Debentures in the principal amount of $135,755
AcquisitiorrCo:

• Subordinated Debentures in the principal amount of $115,060 issued by
AcquisitionCo.

issued by

2. Name of Investor

• Schroder Ventures International Investment Trust plc.

3. Address

• 31 Gresham Street
London EC2V 7QA

Fax: Oll-4420-7-658-3538

f

t
I
I
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SCHEDULE "D"

POWER OF ATTORNEY
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AGREEMENT AND
POWER OF ATTORNEY

BETWEEN: Vincent Crupi ("Vincent")

AND: Danielle Crupi ("Danielle")

SUBJECT: Med-Eng Systems Inc. ("Med-Eng")

.WHEREAS Danielle is the registered and beneficial owner of 1,182,420 Class A Common
Shares of Med-Eng ("Danielle's Shares").

WHEREAS it is proposed that a shareholders agreement dated as of April 19,2000, to be
entered into with Med-Eng be signed on behalf of Danielle by Vincent and, further, that
Vincent act as agent and attorney-in-fact for Danielle;

NOW IT IS HEREBY AGREED as follows:

1. Danielle appoints Vincent as her agent to exercise any voting rights attaching to
Danielle's Shares and to give any consents, grants or authorizations whatsoever which
may be requested in connection with Danielle's Shares pursuant to the Shareholders'
Agreement or any other agreements relating thereto.

2. Danielle by her execution hereof, hereby irrevocably makes, constitutes and appoints
Vincent as her true and lawful agent and attorney-in-fact, with full power of
substitution and full power and authority in her name, place and stead, to make,
execute, sign, acknowledge, swear to, record and file (i) the Shareholders' Agreement
substantially in the form attached hereto and any other instruments, agreements,
letters or documents in connection with the exercise of the rights, including voting
rights, proxies, consents or authorizations in connection with or derived from
Danielle 's Shares, and (ii) any and all instruments, agreements, letters, deeds or
documents in connection with anything to be done or performed under or as a result
of the Shareholders Agreement. The foregoing power of attorney is coupled with an
interest, shall be irrevocable and shall to the extent permitted by applicable law,
survive the incapacity of Vincent. Danielle undertakes that all and each of the acts,
deeds and things done by Vincent for the aforesaid purposes shall be good, valid and
effectual as if the same had been signed, sealed and delivered, given, made or done by
Danielle and Danielle undertakes at all times hereafter to ratify and confirm
whatsoever Vincent shall lawfully do or cause to be done by virtue of this power of
attorney.

3. This Agreement and Power of Attorney shall continue and remain in full force and
effect unless and until terminated by the agreement of both parties.

McCarthy Tetrault DMS-OTTAWA #556632911'. I
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4. No provision of this Agreement and Power of Attorney may be changed, varied,
discharged or discounted except in writing signed by the parties hereto.

5. This Agreement and Power of Attorney shall be governed by and construed in
accordance with the laws of the Province of Ontario.

I IN WITNESS WHEREOF this Agreement and Power of Attorney has been executed the day
and year hereafter mentioned.

McCarthy Tetrault DMS-OTTAWA #556632911'. J
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