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Metistix Technologies Corporation

275 Michacl Cowpland Drive

Kanata, ON K2M 2G2

Canada

Attenition: All the Shareholders of Netistix Techmologies Corporation

Dear Sirs:

Thank you for inviting BSM Wirelcsa (“BSM") 10 participate in the sale process of Netistix Technologics
Corporation {*Comgpany™). We are pleased to submit, subject tn BSM*'s hoard of directors approval, and other
conditions set cut herein, this binding offer to acquire (“Letter Agrecment™) the Company (the “Transaction™).

Fn preparing this Letter Agresment, we have relied solely upon ihe information provided by the Company.

Eurchsse Consideration
. Based on our preliminary review, BSM is prepared to value the Company on a Total Enterprise Value

“TEY") wﬂ_m at Canadian 3 1,000,000. Cur valuation is based on the following assumptions:

(i) Al .of the assets, liabilities and obligations of Company and results of operation of the
business are accurately and completely reflected in the financials provided, all of which were
prepared in accordance with m«:«.&@ accepted accounting principals applied on a consistent
basis, and that no material change in the business or prospects of Company, any of its
customers, ur ity suppligr has eccurred m.ouu Euﬁzn& sctual resulty or future forecaste which |
pas not been disclosed; J

(ii) The valuation assumes () that all loana .and convertible debentures outstanding En_i_u.w.
interest accrued therein will be converted into equity before the closing and (b) a net surpius
working capital of § Nil at the time of closing, and may be subject to a working capital
adjustment which will be determined’ after BSM completes further due diligence, For the
purposes of this provision, at the Closing the Company shall have, and shali deliver . BSM
Nzt workiug capital of not Jess than § Nit (“Targeted Net Working Capital”). At least § o
business days prior to the D_EEN. the Company shall deliver to BSM a certificate (the
“Closing Nct Working Capital Certificate”} of the Chief Executive Officef :and Chief
Financial Officer of the nuEEE, setting out the Closing Net Working Capital,‘as agreed to
by BSM and the Company, as at the Closing and certifying the amount of the Closing Net
Working Capital as at the Elosing. - If-the-Closing - Nel -Wurking Capital as determined by
BSM is less than $Nil, BSM shall reduce the consideration payable to the Company at
Closing by the difference between Targeted Net Working Capital and Closing Net Working
Capital. For the puzposes of this section, Net Working Capitai means the m%mm_.m:nn betwesn
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(a)(i) the sum of the cash and short term investments, (ji) coliectible accounts receivables (iii)
value of collectable refundablc investment tax credits to be filed for the period Dec 1, 2006 to
the date of the closing and (iv} inventories valued at the lower of cost or market value, iess
{b) the sum of bank indebtedness, accounts payable and accrued liabitities, current portion of
notes payable, and current portion of capital lease obligations, in each case as determined in
accordance with Canadian GAAP, applied using the same accounting metheds, practices,
principles, policies and procedures, with consisient classifications that were used in the
preparation of the Company’s Annual Financial Statements; and

(iii)  The business of the Company will be cperated in the normal course, consistent with past
practice, from the date of acceptance of this Letter Agreement umtil closing of the
Transaction.

For clarification purposes, in determining the equity value of the Company, we will deduct from the TEV
all Jiabilities other than current accounts payable and accrued liabilides incurred in the normal course,
including interest bearing debt, all other loans payable and deferred revenue, as applicable.

Sources of Financing

BSM, or a wholly owned subsidiary established for the purpose of completing the acquisition, would
purchase 100% of the shares (or assets if deemed morc appropriate) of the Company pursuant ur 2 share

purchase agreement.

.._...n... ction cture

i. BSM shall pay a maximum of $1,000,000 in Common Shares of BSM (the “BSM Shares™) priced at
the greater of $0.14 per share and the closing price of BSM Common Shares on the trading day
immediately preceeding the acceptance of the terms of this Letter Agreement by the Company
(subject to the rules of the TSX Venture Exchange), for the acquisition of the Company. On closing,
the BSM Shares will be escrowed with Computer Share {the “Escrowed Shares™). These Escrowed
Shares shall be released 50% on the date of the Closing (subject to a 4 month hold period) and the
balance on receipt of notice of assessment from Canada Revenue Agency and Ministry of finance
accepting the Tnvestment tax credit refund claim.

Upon execution of this Letter Agreement, the parties will negotiate and enter into a forma? share purchase
agreement (the “Share Purchasc Agreement”). The Share Purchase Agreement will reflect accurately
the terms and conditions of this Letter Agreement and in addition will contain representations, warranties,
covenants, conditions and indamnifias of the parting which are customary to transactions of thic nature.
This Letter Agreement and the Share Purchase Agreement wili include, but will not be limited to, the
following representations and warranties of the Company and its shareholders:

(1) the Company is a duly and wvalidly subsisting corporation incorporated
under the laws of its jurisdiction of incorporation or organization;

(ii) the Company has 21l necessary corporate power, authority and capacity to
carry on the Business as it is now being conducted by it and to own, lease
and opcrate the properties and assets now owned, leased and operated by
it including, without limitation, the Assets. ‘Ihe Company is duly
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qualified to carry on the Business as it is now being conducted by it and
to own, lcasc and operats its propestics and wssets including, without
limitation, the Assets and is in good standing in its jurisdiction of
incorporation and in every jurisdiction in which the character of the
Business conducted by it or the nature of the properties and assets owned,
leased or operated by it make such qualification necessary;

(i1} the Company does not have any subsidiaries

(iv)  the execution and delivery of this Agreement and all other agreements,
the exceution of which is contcmplated hercby by the Company, and the
observance and performance of the terms and provisions of any such
agreements on their part to be observed and performed and the completion
of the transactions provided for herein, do not constitute a violation of
applicable law or a violation or breach of constating documents or bylaws
of the Company, any provision of any contract to which the Company is a
party or by which it is bound, or any order, writ, injunction, decree,
statute, rulv, by-luw or regulstion applicable to the Company, would nat
constitute a default (nor would with the passage of time or the giving of
natice ar hoth or otherwise, constitute a default) under any contract to
which the Company is a party or by which it is bound, would not
reasonably be expected to materiatly adversely affect the Assets and the
Business or the Company and would not result in the creation or
imposition of any encumbrance on the Assets to be acquired by BSM
hercunder or any property or assets of the Company. The Share Purchase
Agreement and all documents and agreements contemplated to be
delivered by the Company on Closing will constitute legal, valid and
binding obligations of it enforceable against it in accordance with the
terms hercof and thereof, subject, however, to limitations with respect to
enforcement imposed by law in connection with bankruptcy or similar
proceedings and fo the extent that equitable remedies such as specific
performance and injunction are in the discretion of the court from which
they are sought;

{v)  the minute books of the Company contain accurate and complete copies
of the constating documents of the Company. which documents include
all articles of incorporation and any and ail articles of amendment. There
are outstanding no applications or filings which would alter in any way
the constating documents or corporate status of the Company;

{(vi)  the books of account and financial sccords of the Company fairly and
correctly set out and disclose in all material respects the current financial
position of the Company. All transactions involving the Company have
been accurately recorded in their respective books and records;
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A{vii

(viii)

(ix)

(x}

the Company has not guaranteed or otherwise given security for or agreed
to guarantee or pive security for any liability, deln or obligation of any
person;

there arc no judgments or executions outstanding against the Company
nor are there any suits, actions or legal, administrative, arbitration or other
proceedings or govemumental investigations affecting the business,
operations, prospects, property or affairs of the Company pending or
threatened against the Company which might materially and adversely
affect its financial condition, properties and assets or the conduct of the
Buginess. There iz no svent or condition of any character pertaining to
the Business or to the Assets that may reasonably be expected to
materially adversely affect such assets or the Business:

the Company is not in default under or in breach of any term of any
conrract o which it is a party or by which it is bound or of any obligation
to which it is subject and, to the Company's knowledge, there exists no
state of facts which, after noticc or lapse of time or both, or otherwise
would constitute 2 default under or a breach of any such obligation or of 2
term of any such-contract. To the Company's knowledge, no other party
to any contract is in default thereunder. :

the Company has duly filed al} sales, income and other tax refurns
required to be filed by it in a timely manner and has paid all taxes which
are due and puyuble, and has paid 2l assessments and reassessments and
all other taxes, governmental charges, penalties, interest and funds due
and payahle by it on or before the date hereof: there are no agreements,
waivers or other arrangements providing for an extension of time with
respect to the filing of any tax return by, or payment of any tax,
withholding taxes, governmental charge or deficiency against it; there are
no actions, suits, proceedings, audits, investigations or claims in
cxistence, now pending or, threatened against the Company in respect of
taxes, withholding taxes, govemmental charges or assessments, or any
discussions ongoing with any governmental autherity relating to taxes,
withholding taxes, governmental charges or assessments being asserted by
such authority, there is no reason that any such actions, audits or
investigations would be commenced against the Company nor are there
any discussions in that regard. The Company has made adequate

* provision for taxes which are payable in respect of the current tax year for

which 1ax returns have not yet been filed and all previous tax years. The
Compony has duly and timely withheld from any amount paid or creditcd
by it to or for the account or benefit of any person, including any of its
employees, officers. directors. shareholders and any non-resident person.
the amount of all taxes and other deductions required by any applicable
taw, rule-or regulation to be withheld from any such amount and has duly
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(xi)

(xti)

(xiii)

(xiv)

and timcly remitted the samc to the appropriate taxing or other
govemmental authority or agency;

the Company has not received notice of any material violation of or
investigation relating to any federal, provinciai or Jocal environmental or
pollution law, regulation or ordinance with respect to the assets, business
or operations of the Company and, all permits, [icenses and other
suthorizations which are required under federal, provincial or local laws
with respect to poliution or pautection of the environment relating to the
Assets and the Business have been obtained and are in good standing All
of the Assets of the Company operated and maintained by the Company
are in compliance with all terms and conditions of such taws, permits,
licenses and. authorizations in all matcrial respects, and are also in
compliance with all other limitations, restrictions, conditions, standards,
prohibitiens, requirements, obligations, schedules and timetables
contalned in such laws or contained in any regulation, code, plan, order,
decree, judgment, notice or demand letter jssued, entered, promulgated or
approved thereunder relating to the Assets operated by the Company in all
material respects;

.the Company is the owner of the Assets and the Assets are free and clear

of any liens, royalties, production payments, charges, adverse claims,
demands or encumbrances created by, through or under the Company or
of which the Company has knowledge.

all material contracts of the Company comprising the Assets are in good
standing in sccordance with their terms and may be assigned to BSM: and

the Company has performed, observed and satisfied all of its material
duties, liabilities, obligations and covenants rcquired to be satisfied,
performed and observed by it under, and is not in material default under
ur in material breach of, the terms of any material contract comprising the

Assets;

Prior to entering into the Share Purchase Agreement, we will require, among other things, the following:

(i

satisfactory completion of all dve diligence deemed appropriate by each party .mnn_.._nmsm. but
not limited to, tax, accounting, legal, and management; and

Prior to Closing, the following additional conditions must be met:

(i}
()

approvai of the board of directors of each of BSM and the Company to the Transaction;
receipt of alt regulatory approvals;
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(i)  approval of all the shareholders of the Company to the Transaction;

(v}  acceprance of new employment agreement with either BSM or the Company by the
- employees identified in Appendix A to this Letter Agreement.

(v)  delivery of the Liabifities Certiticate and the Net Liabilities Certificate and such other
certificates as may be reasonably requested by BSM;

(vi)  dellvery of execured agreements representing the Settlements;

{vii)  successful negotiation and execution of all final closing documentation inciuding, as
required, the Share Purchase Agreement and employment agreements with key employees as
listed in Appendix A, is required. The definitive documentation will contain terms and
conditions. representations, warranties, rovenants, indemnities, closing conditions and
opinion requirements that are customary in purchase and sale transactions of the naturs
contemplated hercin. These will be jointly agreed by BSM, the Company and the
sharcholders of the Company; .

(viif) delivery of legal opinions from counsel to BSM and the Company with respect to the
Tranaaction;

{(ix}  the Business being conducted in the ordinary and normal course from the date hereof to
Closing and there being no material adverse change in the Busioess ur in tie luture prospects
of the Business prior to Closing;

(x) any required third party approvals or consents to the Transaction and any other govemimental
or regulatory filings, pexmits, or approvals required in connection with the Transaction;

(xf)  there being no _...ﬂ_.:numm of control clouscs in any contracts of the Company which would result
in the termination or amendment of such contract as a result of the acquisition of control of
the Company by BSM directly or indirectly; and .

(xii)  such other conditions precedent as are normially provided for in connection with a transaction
of this nature and which are mutually agreeable to the parties.

ected Dye Diligence Requirements :

Among other due diligence that would be appropriate for a transaction of this size, we would require
additional information to complete our investigation of Company including, but not ¥mited to, the
following:

{1 market based research and analysis by BSM,

(ii) appropriate team and individual meetings with Company;-

(i)  technical review;

(iv)  major customer and supplier calls. Direct contact will enly be permitted with the consent of
the Vendor. It is understood that al) customer and supplier information is confidential,
Certain sensitive information may be withheld until binding documentation has been
tinalized. Binding documentation wili be subject 10 a satisfactory review of this withheld
information;

v} review and verify selected accounting records — inciunding audited financials, imerim
management staternents, tax returns; and

(v}) review and examination of Jegal records — including the minuz book and government
permits.

Upon execution of this Letter Agreemant, a detailed due E.:wﬂ.am list will be sent.
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mmnr party shail provide the other with reasonahle access to all documentation ag such party may requost
in relation to their due diligence review of the Transaction,

We assuine that the Company will provide reasonable access to all appropriate information, individuals
and facilities necessary to accomplish our review. In addition to our financial and operationa) due
diligence review, we will engage accounting, legal, environmental and other advigots, as appropriate, to
assist us in completing our due ditigence. Representatives from BSM will make themsslves available to
suit the schedule that will be agreed upon with you in advance.

.ﬁo..mneamn_“

The data and information coming into the possession of any party to this Letter Agreement which is
otherwise nut publicly known shall be deemed 10 be strictly conttdential and shall not be disciosed to any
third person, whether orally or in writing, including the media, without the prior written consent of the
parties to this Letter Agreement. This prohihitian shall nat prevent any party to this Letter Agreement
from making such disclosures as are required by virtue of any law to which it is svbject or by regulatory
bodies having jurisdiction and specifically does not apply to new releases that any party wishes or its
required W make provided that the name of the other parties are not referred to therein without the prior
consent of the other parties unless required by law or applicable regulatory authorities. Nothing in this
paragraph shall prevent a party from furnishing to any entity with which it g in good faith negatiating in
furtherance of its obligations contemplated herein such information as may reasonably be required by
such entity. The recipient of such information may be required to give a written confidentiality
commiment prior to recciving any such infurmation, The confidentiality commitment shall prohibit the
party to whom disclogure is made from disseminating any information reccived to third parties. This
provision shall survive the 1erminaticn of this Letter Agreement.

We believe the transaction could be completed in approximately four to five weeks once we have
executed the Letter Agreement. BSM would anticipate spending one wesk conducting management
meetings and site visits, , financial and other due diligence, and two weeks completing the Share Purchase
Agreement with a further one week to draft the additional documentation raquired for Closing. Closing
shall occur as soon as possible following the execution of the Share Purchase Agteuient and the approval
of TSX Venture Exchange.

Upon aéceptance of the terms and conditions contained here within, the Company agrees that BSM will
have a period not to exceed 20 days from the date of exccution of this Letter Agreement, to complete its
due diligence and submit executable form of tha Share Purchase Agreement. For avoidance of further
doubt, BSM will have exclusive rights to complete its due diligence during this period « no other entity
will have the right to conduct due diligence or make any proposal, binding or non-binding, for any equity,
assets or liabilities associated with Company. it is clearly understood that all costs related to the due
diligence will be exclusively bome by BSM.

Exclusivity Period

After execution of this Letter Agreement and through and including that date which is 45 days from the
date first above written (“Exclusivity Period™), the Company witl not, and will not parmit its officers,
directors, employecs, agents, representatives or affiliates to solicit, encourage, inftiate, enter into, continue
or participate. in any cegotiations or discussions with, or provide information to, any third party

Page 7 h
Fiset Management. Low Enfarcement asd Consienar Vokicle Tesoking sod Surveifnores Splutions



18/25/72887 12:14 E13599E6345 METISTIX PaEE B3/18

concemnimg the possible acquisition or sale of the Compary or its stock, business or assets or any other
transaction that would be inconsistent with the acquisition contemplated hereby. The Company shall
immediately cease and cause to be terminated any such contracts or negotiations with third parties and
shall immediately notify BSM if the Company learns of any inquity or proposal during the Exciusivity
Period conceruing (he possible acquisition of the Company or its stock, business or assets. Such notice
shall include the name of the inquirer or proposed acquirer and the terms and conditions of such inquiry
or proposal. [f the Company’s abligations in this Saction are breached or violated, BSM shall be entitled
to recsive & termination fee equal to $100,000 as reimbursement of BSM’s cut-of-pocket costs and
expenses. Such termination fee and reimbursement of costs and expenses must be peid by the Company
to BSM within lwo duyys of receipt by the Company of netice of breach from BSM. Payment of the fees
above shall not be in lieu of damages incurred in the event of breach of this Letter Agreement or the
Share Parchase Agreement. If within this exclisivity period , BSM expresses itg inability te procesd with
the transaction, the Company will be released from this Exclusivity Period and the associated termination
fee.

In this exclusivity period, BSM at its sole discrstion may advance money (“advance™) to the Company to
meet jts reasonable payroll shortfalls, which advance shall be secured by first charge against the inventory
; Becounts roccivable | servers, and intellstiual property including without limiation the patents, ownied
by the company. Before advancing the amount BSM and the Company will execute the necessary
docurments. :

Cosis

Each party will be responsible for its own costs of the Transaction.

Contacts
Please contact me with any questions regarding this proposal. My contact details are as follows:

Mr. Nick Cirella

CEQ

BSh Wircless

Telephone: (905} 265-1200

Facsimile: (995) 265-1288

Email: nickcireliogmbsmwireless.com

This Letter Agreement constitutes a binding commitment subject to the execution of the definitive Share
Purchase Agreement which would be preceded by our due diligence process. This Letter Agreement and
its terms are confidential and non-assignable. If the parties cannot agree upon the terms of the defintive
Share Purchase Agreement, this Letter Agreement shall apply ad Clusing shall be ellected pursuant 1o
the terms of this Letter Agreement within five {5) business days foilowing final approval of TSX Venture
Exchange to this Transaction.

We trust that the foregoing is responsive to the transaction process described and will be considered
seriously by the Company. We are eager to complete our duc diligence so that a definitive offer can be
finatized and submitted for your acceptance. If you have any questions or concerns about our proposal,
please call me. We Jock forward to working with you to negotiate the terms of a successful transaction.
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Should the terms and conditions of this Lefter Agreement be acceptable to the Company and the
Sharehelders thereof, please sign and relurn this Letter Agresment to the above addresa by no latter than
end of the day Thursday October 25, 2007 and there shall be a binding agreement of purchase and sale an
the terms set out above among BSM. the Company and the shareholders of the Company subject to the
conditions set gut above.

Mr. Mick Cirella
CEOQ
BSM Technologies Inc.

the Sharehalders of Netistix Technologies Corporation

%:\%
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