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Contract Number: 7189674

This Agreement made
BETWEEN: ATLANTIC CANADA OPPORTUNITIES AGENCY
(hereinafter referred to as “ACQOA™)
AND: Chemaphor Inc., a corporation duly incorporaled under the laws of
Canada, having its head office located at 100 Sussex Drive, Otfawa,

(ntario KIA OR6

(hereinafter referred to as “the Proponent™)

WHEREAS ACOA has established a program, the Atlantic Tnnovation Fund (AIF), to
strengthen the economy of Atlantic Canada by supporting the development of knowledge-based
industry. The AIF will help increase the region’s capacity fo carry out leading-edge research and
development that directly contributes to the development of new technology-based economic
activity in Atlantic Canada; and

WHEREAS the Proponent submiited a project proposal in response to ACOA’s Request for
Project Proposals, dated October 12, 2005.

IN CONSIDERATION of their respective obligations set out below, the parties hereto agree as
follows,

Article 1 - Deadline for Receipt of Signed Agreement

1.1 This Agreement must be signed by the Proponent and received by ACOA on or before
September 30, 2006, failing which it will be null and void.
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Article 2 - Documents Forming Part of this Agreement

2.1 The following documents form an integral part of this Agreement:

These Articles of Agrecment

Schedule 1 - General Conditions

Schedule 2 - Statement of Work <REDACTED>

Schedule 3 - Claims and AIF Project Cost Principles

Schedule 4 - Commercialization

Schedule 5 - Reporting Requirements <REDACTED>

Schedule 6 - Project Fact Sheet for News Release <REDACTED>
Schedule 7 - Special Purpose Equipment

Schedule 8 - Pre-Authorized Repayment/Direct Deposit Authorization

2.2 Inthe evenl ol conllict or inconsistency, the order of precedence amongst the documents
forming part of this Agreement shall be:

These Articles of Agreement
Schedule 1 - General Conditions
Schedule 2 - Statement of Work
Other Schedules

Article 3 - The Proponent’s Obligations

3.1 The Proponent will carry out the Carotenoid Oxidation Compounds: Nutrisciences
Opportunities Project (“the Project”) as described in Schedule 2, Statement of Work, will
make claims in accordance with Schedule 3, will commercialize as mentioned in
Schedule 4, will issue the reports required under Schedule 5 and will fulfill all of ifs other
obligations hereunder, in a diligent and professional manner using qualified personnel.

3.2 The Proponent shall ensure that the Project ts completed on or before April 30, 2010
(“Project Completion Date”), unless otherwise agreed to in writing by ACOA.

3.3 Inthe event the carrying out of the Project involves collaboration with other parties, the
Proponent shall provide, prior to any disbursement of funds, satisfactory evidence to
ACOA that appropriale agreements exist to ensure the roles and responsibilities of each
party are defined.
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Article 4 - The Contribution

4.1

4.2

4.3

4.4

4.5

4.0

Subject to all the other provisions of this Agreement, ACOA will make a Contribution to
the Proponent in respect of the Project, of the lesser of:

(a) (i) 75% of all other Lligible Costs (estimated to be $2,736,175); or
(iy 52,652,131

ACOA will not contribute to any Eligible Costs incurred by the Proponent prier to
October 12, 2005 nor after the Project Completion Date, unless otherwise agreed fo in
writing by ACOA.,

ACOA will pay the Contribution to the Proponent in respect of Ehigible Costs incurred on
the basis of itemized claims submitted in accordance with the procedures set out in
Schedule 3.

ACOA may withhold up to ten percent (10%) of the Contribution prior to the completion
of the Project or until such audit as ACOA may require has been performed. In the event
that no audit has been performed twelve (12) months after reccipt of the final claim, any
amount so withheld shall be released to the Proponent.

At the discretion of ACQA or at the request of the Proponent, ACOA may make
payment(s} jointly to the Proponent and a supplier for Eligible Costs which have been
incurred.

{a)  Atthe discretion of ACOA, an advance payment may be made to the Proponent.

(b} To reguest an advance pavment, the Proponent must submit a completed copy of
the Advance Payment Request form (provided by ACOA), including a monthly
cash flow forecast of requirements for the Eligible Costs to be incurred during the
advance period. Such documentation must demonstrate that an advance payment
is essential to the successful completion of the project. Each advance payment
must be accounted for, to the satisfaction of ACOA, within forty-five (45) days of
the end of the advance period for which that advance payment was made.

(¢) Should ACOA determine that an advance payment will be made, such payment
will be made in accordance with the ‘Lreasury Board Policy on Transfer
Payments.



Atlantic Innovation Fund
Repayable

Article 5 - Repavment

5.1

3.2

5.3

The Proponent shall repay the Contribution to ACOA by annual instalments calculated as
a pereentage of the Gross Revenues from the Resulting Products. ‘The amount due to
ACOA at each repayment shall be calculated as 10% of the Gross Revenues from the
Resulting Produci(s) for the Fiscal Year immediately preceding the duc date of the
respective payment. Annual payment amounts not to exceed the following:

June 30, 2011 - $100,000
June 30, 2012 - $100,000
June 30, 2013 - $100,000
June 30, 2014 - $125,000
June 30, 2015 - $150,000
June 30, 2016 - $175,000
June 30, 2017 - $200,000
June 30, 2018 - $300,000
June 30, 2019 - §350,000
June 30, 2020 - $§452,131

‘The first repayment is due on June 30, 2011, and subsequent repayments are due annually
untif the Contribution has been repaid in full.

The Proponent agrees that its Fiscal Year presently begins on Nevember 1 and ends on
October 31 and there shall be no change of that Fiscal Ycar cxcept with the prior
approval of ACOA.

Article 6 - Environmental Assessment

6.1

ACOA has assessed the Project under the Canadian Environmental Assessment Act and 1s
satisfied that any potentially adverse covironmental effects that may be caused by the
Project are mitigable with known technology. ACOA will have no obligation to make all
or part of the Contribution unless the Proponent:

(a) satisfies ACOA that it has implemented or will implement, measures to
mitigate such potentially adverse environmental cffcets in accordance with
Schedule 9 (Environmental Mitigation Measures), within the time frames
specified therein; and
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{b) has incorporated and utilized and maintains environmental protection
measures in relation to the Project that satisfy the requirements of all
regulatory bodies having jurisdiction over the Proponent or the Project, or both,
and certifies to ACOA that it has done so.

The said certification must be provided together with cach claim for payment of the
Contribution, and annually thereafter during the repayment period.

Article 7 - Qther Government Assistance

7.1

7.2

The Proponent hereby acknowledges that, no other federal, provincial or municipal
government financial assistance other than that described in Section 7.1 of Schedule 2 has
been, or will be, requested or received by the Proponent for the Eligible Costs of the
Project.

The Proponent will inform ACOA prompily in writing of any other federal, provincial or
municipal government assistance (except for scientific research and experimental
development tax credits, deductions or allowances) to be received for the Lligible Costs
ol the Project and ACOA will have the right to reduce the Confribution under this
Agreement to the extent of any such assistance.

Article 8 - Project Financing

8.1

Prior to {irst disbursement of funds, thc Proponent shall submit to ACOA sufficient
documentation of confirmation of project financing, as follows, with terms and
conditions acceptable to ACOA:

(a) <REDACTED> $90,000

Article ¥ — Research Envolving Humans or Animals

9.1

Prior to the first disbursement of funds. the Proponent shall provide evidence satisfactory
to ACOA that the project has received approval from a Research Ethics Board which is
constituted and working in accordance to the Tri-Council Policy Statement on Ethical
Conduct for Research Involving [Humans and, in the case of a clinical {rial, with Health
{Canada's Food and Drugs Act and Food and Diug Regulations. Research involving
animals must be approved by an Animal Care Committee, which is constituted and
working in accordance with the Canadian Council on Animal Care Guide to the Care and
Use of Experimental Animals.
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9.2  The Proponent shall address any further ethical issues which may arise during the course
of the Project in the same manner and shall provide ACOA with satisfactory evidence of
same.

Article 10 - Equity

10.1  The Proponent shall attain Lquity, satisfactory to ACOA, in the total amount of $536,370
on or before the date of the first disbursement by ACOA to the Proponent.

10.2  Unless otherwise authorized by ACOA in writing, this level of Equity shall be
maintained until all of the Proponent’s undertakings in regard to commercialization

mentioned in Schedule 4 have been fulfilled.

Article 11 - Notice

11.1  Auny notice to ACOA will be addressed to:

ACOA PET and Tourism
PO, Box 40
Charlottctown, PE

CIA TK2

Attention: Juanita Diamond

Tel No: (902) 626-2983
Fax No: (902) 566-7098

11.2  Any notice to the Proponent will be addressed to:

Chemaphor Inec.

Atlantic Canada Operations
10252 Hwy 1

Paradise, NS

BOS IR0

Attention: Mr. David Hankinson

Tel No: (902) 584-3570
Fax No: (902) 584-3945
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Article 12 - Entire Agreement

12.1  This Agreement constitutes the entire agreement between the parties and supersedes all
previous documents, negotiations, atrangements, undertakings and understandings related
to its subject matter.

IN WITNESS WHEREOF the parties hereto have execuled this Agrecment through duly
authorized representatives.

ATLANTIC CANADA OPPORTUNITIES AGENCY,

vy ;;T\.o"df(/u,» o
Paul Joudséy,

A/Vice President
ACOA PE] and Tourism

CHEMAPHOR INC.
{Project No. 189074)

Per:

Gﬁam Burton, CEQ Daie;/

74 y
/v // vy

A A

Janusz Daroszewski, CSO Date
7
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SCHEDULE 1 - GENERAL CONDITIONS

L Definitions
For the purposes of this Agreement,

“Agreement” means the agreement to which these General Conditions relate, consisting of
Articles of Agreement and the Schedules referred to in these Articles.

“Background Tntellectual Property” mecans the intellectual property rights in the technology
developed prior to the beginning of the Project and required for the carrying out of the Project or
the exploitation of the Forcground Intellectual Property.

“Contribution” means the [unding, in Canadian dollars, payable by ACOA under the
Agreement.

“Eligible Costs” means the Project cost elements specified in the Statement of Work in
Schedule 2 and incurred by the Proponent in accordance with Schedule 3, Section B, AIF Project
Cost Principles, excluding but not limited to those Project cost elements that may be specifically
mentioned jn the Statement of Work as not being supported by ACOA.

“Equity” means the aggregate of:
(1) Proponent’s share capital;
{it) The Proponent’s retained earnings, contributions or other surpluses;
(i1l) The Proponent’s deficit accounts not considering operational losses allowed by
ACOA;
(1v) Loans to the Proponent by the shareholders if the loans are subordinated to all
other liabilitics for a period specified by ACOA,;
(v) Where ACOA agrees, loans to the Proponent by parties other than shareholders, if
the loans are subordinated to all other liabilities for a period specified by ACOA;
{vi) Less advances to shareholders; and,
(vii) Less any amounts included (i) to (v) that in the opinion of ACOA inflate net
worth,

“Fiscal Year” means the Proponent’s fiscal year as set out in Article 3, subsection 5.3.

“Foreground Intellectual Property” means all technical data, including without limitation, all
designs, specifications, softwarc, data, drawings, plans, reports, pallerns, models, prototypes,
demonstralion units, practices, inventions, methods, applicable special purpose equipment and
related technology, processes or other information conceived, produced, developed or reduced to
practice in carrying out the Project, and all rights therein, including without limitation, patents,
copyrights, industrial designs, trade-marks, and any registrations or applications for the same and
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all other rights of intellectual property therein, including any rights which arise from the above
items being treated by the Proponent as trade secrets or confidential information.

“Gross Revenues” means all revenues, receipts, monies and other considerations of whatever
nature earned or received by the Proponent, whether in cash, or by way of benefit, advantage, or
concession, and without deductions of any nature, net of any returns or discounts actually
credited and any sales, excise, ad valorem or similar taxes paid but without deduction for bad
debts or doubtful accounts, as determined in accordance with generally accepted accounting
principles, applied on a consistent basis. Transactions with related persons (as that tcrm is
defined in the Jncome Tax Act) will be deemed made in an amount equal to the fair market value
for a similar product at the time of the transaction.

“Interest Rate” mcans the rate of interest equal to a rate three percent (3%) higher than the
average Bank of Canada discount rate for the previous month.

“Project” means the project described in Schedule 2.

“Project Completion Date” means the date set in the Articles of Agreement for the completion
of the Project.

“Quarterly” means where documents are required to be submitted on a quarterly basis pursuant
to this Agreement, they shall be submitted in accordance with the dates set oul 1n Schedule 5,

section 2.

“Resulting Products” mean the Foreground Intellectual Property and/or any products resulting
from the use of the Foreground Intellectual Property.

“Schedule” means a schedule 10 the Agreement.

“Statement of Work” refers {o the document in Schedule 2 containing the description of the
Project.
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Material Changes

No material changes will be made to the estimated total scope or nature of any element of the
Project without the prior written consent of ACOA. Without limiting the generality of the
foregoing, a material change will have oceurred if:

(a)

(b)

(©)

(d)

(e)

3

a Project performance milestone is not expecled to be achieved within six (6) months of
the projected completion date mentioned in the Statement of Work for that element;

the estimated Eligible Costs and/or the total Project costs mentioned in the Statement of
Work are expected to be exeeeded by 20% or more;

the Project is carried oul at focations other than those mentioned in the Statement of
Work;

a change to key Project personnel, key Project collaborators or partners, Project
financing, or ownership of the Proponent has occurred.

a change in respect of any other aspect of the Project which has been specifically

identified in another part of the Agreement as a “malerial change” for the purpose of this
provision, has occurred.

Dispusal of Assets

The Proponent shall retain possession and control of the Projcet asscts, the cost of which has
been contributed to by ACOA under the Agreement, and shall not dispose of the same without
the prior approval of ACOA. In the event disposal is approved, it shall be conducted in
accordance with the Special Purpose Equipment Schedule 7 of this Agreement.
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4, Claims for Payment

4.1 Overpayment by Minister
Where for any rcason:

{(a) the Proponent is not entitled to the Contribution; ar

{b)  ACOA determines that the amount of the Contribution disbursed exceeds the amount to
which the Proponent is entitled,

the Proponent will repay to ACOA, promptly and no later than thirty (30} days from notice from
ACQA, the amount of the Contribution disbursed or the amount of the overpayment. as the case
may be, together with interest at the Interest Rate from the dale of the nolice io the day of
repayment to ACOA in (ull. Any such amount is a debt due to Her Majesty in Right of Canada
and is recoverable as such.

4.2  Set-off Rights of Minister

Without limiting the scope of the set-off rights provided for under the Financial Administration
Act, it is understood that ACOA may set off against any amounts that may be payable to the
Proponent pursuani to this Agreement, any amounts owed by the Proponent to Her Majesty in
Right of Canada under legislation or contribution agreements and the Proponent shall declare to
ACOA any such amounts ouistanding in that regard when making a claim for payment under
Schedule 3.

5. Monitoring

5.1  Minister’s Right to Audit Accounts and Records

The Proponent will, at its own expense, preserve and make available [or audit and examination
by ACOA or ACOA’s representatives the books, accounts and records of the Project and the
information necessary to ensure compliance with the terms and conditions of this Agreement,
including payment of amounts to ACOA and to assess the success of the Project and the AIF
Program. ACOA will have the right to conduct such additional audits at ACOA’s expense as
may be considered necessary using the audit staff of ACOA, the Audit Services Group of
Consulting and Audit Canada, an independent auditing firm or the Proponent’s external auditors.
The Proponent will cnsurc that any licence agreement it enters into for the exploitation of the
Foreground Intellectual Property will contain provisions to enable the Proponent to obtain audit
certificates from the licencecs” accounts and records in respect of amounts that may be used by
the Proponent to calculate the payment due to ACOA under this Agreement.
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52 Access to Premises

The Proponent will provide the representatives of ACOA reasonable access to the Proponent’s
premises to inspect and assess the progress of the Agreement or any element thereof and supply
promptly on request such data as ACOA may reasonably require for statisiical or project
cvaluation purposcs.

5.3 Access to Third-Party Information and Premises

The Proponent will assist ACOA with the implementation of the Agreement and facilitate access
by ACOA to information from third parties and to the premises of third parties, relating (o the
Agreement.

6. Representations, Warranties and Undertakings

6.1 Power and Authority of Proponent

The Proponent represents and warrants that it is duly incorporated and validly existing and in
good standing and has the power and authorily to carry on its business, to hold property and to
enter into this Agreement and undertakes to take all necessary action to maintain itself in good
standing and to preserve its legal capacity.

6.2  Authorized Signatories
Each party represents and warrants that the signatories to the Agreement have been duly
authorized to execute and deliver the Agreement,

6.3  Binding Obligations

Each party represents and warrants that the exccution, delivery and performance of the
Agreement have been duly and validly authorized and that when executed and delivered, the
Agreement will constitute a legal, valid and binding obligation enlorceable in accordance with its
terms.

6.4  No Iending Suits or Actions

The Proponent warrants that it is under no obligation or prohibition, nor is it subject to or
threatened by any actions, suits or proceedings which could or would prevent compliance with
the Agreement. The Proponent will advise ACOA forthwith of any such occurrence during the
term of the Agreement.

6.5 No Gifts or Inducements

The Proponent represents and warrants that it has not, nor has any person offcred or promised to
any official or employee of Her Majesty the Queen in Right of Canada, for or with a view to
obtaining the Agreement, any bribe, gift or other inducement, and it has not nor has any person
on its behalf employed any person to solicit the Agrecment for a commission, contingency fec or
any other consideration dependant upon the execution of the Agreement.
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6.6  Intellectual Property

The Proponent shall provide ACOA, prior to first disbursement ol funds, a certificate of a
knowledgeable and authorized officer of the Proponent setting out the following representations
and warranties and certifying that they are true and correct:

{a) that it has taken appropriate steps to ensure that the Proponent either owns the
Rackground Intellectual Property or holds sufficient rights in the samc to permit the
Project to be carried out and the Foreground Intellectual Property to be exploited.

{b) that the title to the Foreground Intellectual Property is to be vested and, unless otherwise
agreed to in writing by ACOA, to remain exclusively with the Proponent,

(c) that it shall take appropriate steps to protect the Foreground Intellectual Property and
shall, upon request, provide information to ACOA in that regard.

6.7  Compliance with Environmental Protection Requirements

The Proponent shall apply, in relation to the Project, in all material respects, the requirements of
all applicable environmental laws, regulations, orders and decrees and regulatory bodies having
jurisdiction over the Proponent or the Project.

6.8  Other Agreements

The Proponent represents and warrants that it has not entcred, and undertakes not to enter,
without ACOA’s writien conscnt, into any agreement that would prevent the full implementation
of the Agreement by the Proponent.

6.9  Dividend Restriction

The Proponent will not make any dividend payments or other shareholder distributions that
would prevent it from implementing the Project and other Proponent’s obligations under the
Agrecement, including the making of payments to ACOA as required under the Agreement.

6.10  Other Financing

The Proponent remains solely responsible for providing or obtaining the funding, in addition to
the Contribution, required for the carrying out of the Project and the fulfilment of the
Proponent’s other obligations under the Agreement,

6.11 Lobbyist Act

The Proponent represents and warrants that any person thal has lobbied, or who lobbies on its
behalf to obtain the Agrecment, or any benefit thereunder, and who is required to be registered
pursuant to the Lobbyists Registration Act , R.8.C. 1985, c. (4th Supp.), is registered pursuant (o
that Act.
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7. Term of Agreement
7.1 Commercialization

(a) The Agreement will terminate when all amounts due by the Proponent to ACOA under
this Agreement have been paid in full or until that obligation is otherwise discharged to
the satisfaction of ACOA.

) In the event all of the Proponent’s undertakings in regard to commercialization
mentioned in Schedule 4 have been fulfilled and the Proponent has demonstrated to the
satisfaction of the Agency that Gross Revenucs have not been or will not continue to be
generated, notwithstanding 7.1(a), the Agreement will terminate.

72 Audit
The audit rights of ACOA under section 5 above will survive for three years following the
termination date established under subscction 7.1 above.

8. Default and Recovery

3.1 Events of Default
The [ollowing constitute Events of Default:

(a) the Proponent is adjudged or declared bankrupt or if it goes into receivership or takes the
benefit ol any stalute from time to time in force relating to bankrupt or insolvent deblors;

(b) an order is made or appealed by the Proponent or a resolution is passed for the winding-
up of the Proponent or i{ is dissolved;

(c) the Proponent has intentionally submitted false or misleading information to ACOA or
intentionally made a falsc or misleading representation;

{d) any term, condition or undertaking in the Agreement is not complicd with in any material
respect;

(e) the Proponent neglects or fails to pay to ACOA any amount due in accordance with this
Agreement; or

{f) in the opinion of ACOA the Proponcent ceases to carry on business,
provided that ACOA will not declare an event of default has occurred by reason of subsections

8.1 (¢}, (d) or (e) unless ACOA has given notice to the Propanent of the condition or event which
in ACOA’s opinion constitutes an event of default and the Proponent has failed, within thirty
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(30} days of reccipt of the notice, either to correct the condition or event complained of or to
demonstrate, to the satisfaction of ACOA, that it has taken such steps as are necessary to correct
ithe condition, and has notified ACOA of the rectification.

8.2 Remedics on Default
If an Evenl of Delault has occurred, or in the opinion of ACOA is likely to occur, ACOA may
exercise one or more of the following remedies:

(a) suspend any obligation by ACOA to contribute or continue to contribute to the Eligible
Costs, including any obligation to pay any amount owing prior lo the date of such
suspension;

{b) terminate any obligation of ACOA to contribute or continue {0 contribute (o the Eligible
Costs, including any obligation to pay any amount owing prior to the date of such
termination;

(c) require the Proponent to repay to ACOA all or part of the Contribution paid by ACOA to
the Proponent, and pay ACOA any amounts due under the Agreement, together with
interest at the Interest Rate. The interest, calculated daily and compounded monthly,
shall accrue commencing upon the date which, in the opinion of ACQOA, the Event of
Default occurred.

8.3  Remedies Fair and Reasonable

The Proponent acknowledges that in view of the policy objectives served by ACOA™s agreement
to make the Contribution, the fact that the Contribution comes from public monies, and that the
amount of damages sustained by the Crown in the event of default is difficult to ascertain, that it
is fair and reasonable that ACOA be entitled o exercise any or all of the remedics provided for
in this scetion 8 and to do so in the manner provided for in this section if an event of default
occurs; provided that in exercising any remedy in accordance with subsection 8.2(c) other than
for a breach of subscetion 8.1{c), ACOA will credit the Proponent for any amounts paid to
ACOA pursuant to Article 5 Repayment of this Agreement.

8.4  No Waiver

The fact that ACOA refrains from exercising a remedy it is entitled to exercise under the
Agreement will not constitute a waiver of such right and any partial exercise of a right will not
prevent ACOA in any way from later exercising any other right or remedy under the Agreement
or other applicable law.
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9. Indemnity

The Proponent shall indemnify and save harmless, ACOA from and against all liability, actions,
claims, losses, damages, costs and expenses which may be brought against or suffered by ACOA
and which ACOA may incur, sustain or pay arising out of or refating to any injury to, or death of,
a person or loss or damage to property or other loss or damage caused or alleged (o be caused by
the Proponent or its servants, agents, subcontractors, or independent contractors in the course of
carrying out the obligations of the Agreement.

10. Repayment

10.1  Application of Pavment

When any payment is received from the Proponent on account of a repayable Contribution or an
Event of Default, ACOA shall apply that payment first to reduce any accrued interest owing and
then, if any part of the payment remains, to reduce the outstanding principal balance.

10.2  Prepayment

The Proponent may, at any time, make prepayments on account of repayment instaliments and
gach such prepayment will be applicd first to interest owing and secondly to repayment
installments in reverse order of maturity.

10.3  Overdue

The Proponent shall pay, where the account is overdue, and in addition to any amount payablc,
interest on that amount ai the Interest Rate. ‘Lhe interest, calculated daily and compounded
monthly, shall accrue from the duc date until payment is received.

10.4 Fee
A $15 (fifteen) administration fee will be charged on every payment for which insufficient funds
were available in the account identified for payment.

1.  Force Majeure

11.1  Event of Foree Majeure

The Proponent will not be in default by rcason only of any failure in performance of the Project
in accordance with Schedule 2 if such failure arises without the faull or negligence of the
Proponent and is caused by any event of force majeure,
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11,2 Definition of Force Majeure

Force majeure means any causc which is unaveidable or beyond the reasonable control of the
Proponent, including war, riot, insurrection, orders of government, strikes or any Act of God or
other similar circumstance which is beyond the Proponent’s control, and which could not have
been reasonably circumvented by the Proponent without incurring unreasonable cost.

12, Communications

12.1 Consent to Public Arnouncements
The Proponent hereby consents to public announcements by or on behalf of ACOA containing
any of the information contained in Schedule 6 entitled “Project Fact Sheet for News Release™.

12.2  Confidentiality Obligation
ACOA will inlorm the Proponcnt of the date on which the first public announcement 1s to be
made and the Proponent will not disclose the existence of this Agreement until such date.

12.3  Public Domain

After official announcement of the Project by the ACOA, or sixty (60) days after execution of
this Agreement by the Proponent, whichever is earlier, information appearing on the Project Fact
Shect, as attached hereto, will be considered to be in the public domain.

12.4 Tublic Communicativns

The Proponent shall acknowledge ACOA’s contribution in any public communication of the
Project and shall obtain the approval of ACOA before preparing any announcements, brochures,
advertisemenis or other materials that will display the ACOA logo or otherwise make reference
to ACOA.

12,5 Reporting under Security Laws
Nothing in this Agreement shall be interpreted as preventing the fulfilment by the Proponent of
its reporting obligations under applicable security laws.

13. Notice

13.1 Form and Timing of Notice

Any natice, information or document provided for under the Agreement shall be ellectively
given if delivered or sent by letter or facsimile, postage or other charges prepaid. Any notice that
is delivered shall have been received on delivery: any notice sent by facsimile shall be deemed to
have been received one working day afier having been scnt, and any notice mailed shall be
deemed to have been received eight (8) calendar days after being mailed.
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13.2  Change of Address
A party may change the address which that party has stipulated in the Agreement by notifying in
writing the other party of the new address.

14, Compliance with Laws

In implecmenting the Apreement, the Proponent will comply with all applicable federal,
provincial and municipal laws, including but not limited to statutes, regulaiions, by-laws,
ordinances and decrecs.

15, Members of Parliament

No member of the House of Commons will be admitited to any sharc or part of this Agreement or
to any benefit to arise therefrom. No person who is a member of the Senate will, directly or
indirectly, be a party to or be concerned in the Agreement.

16.  Annual Appropriations

16.1 Parliamentary Allocation

Any payment by ACOA undcr this Agreement is subject to there being an appropriation for the
fiscal year of ACOA, beginning on April 1 and ending on the following March 31, in which the
payment is to be made and to cancellation or reduction in the event that departmental funding
levels are changed by Parliament.

16.2  Lack of Appropriation

In the event that ACOA is prevented from disbursing the full amount of the Contribution dueto a
lack or reduction of appropriation or departmental funding levels, the parties agree to review the
ellects of such a shortfall in the Contribution on the implementation of the Agreement and to
adjust, as appropriate, the Commercialization requirements specified in Schedule 4.

17.  Confidentiality

17.1  Consent Required

Subject to section 12 and the Access to Information Aci, each party shall keep confidential and
shall not without the consent of all parties disclose the contents of the Agreement and the
documents pertaining thereto, whether provided before or after the Agreement was entered into,
or of the transactions contemplated herein.



Atlantic Innovation Fund 9

Repayable

17.2 International Dispate

ACQA is hereby authorized to disclose any of the information referred to in subsection 17.1
above where, in the opinion of ACOA, such disclosure is required to an international trade panel
for the purposcs of the conduct of a dispute in which Canada is a party or a third party intervener.
ACQOA shall give prior notice to the Proponent of such disclosure.

18. Consent of ACOA

Whenever the Agreement provides for the Proponent obtaining the consent or agreement of
ACOA, it is understood that such consent or agreement shall not be unreasonably withheld and
that ACOA may make the Issuance of such consent or agreement subject to reasonable
conditions.

19.  No Assignment of Agreement

The Proponent shall not assign the Agreement nor any part thercof without the prior written
consent of ACOA,

20,  Compliance with Post-Employment Provisions

The Proponent confirms that no individual for whom the post-employment provisions of the
Conflict of Interest and Post-Employment Code for Public Office Holders or the Conlflict of
Interest and Post-Employment Code for the Public Service apply, will derive a dircet benefit
from this Agreement unless that individual is in compliance with the applicable post-
employment provisions.

21.  Contribution Agreement Only

The Agreement is a contribution agreement only, not a contract for services or a contract of
service or employment, and nothing in the Agreement, the partics rclationship or actions is
intended 1o create, nor shall be construed as creating, a partnership, employment or agency
relationship between them. The Proponent is not in any way authorized to make a promise,
agreement or contracl and to incur any liability on behalf of Canada, nor shall the Proponent
make a promise, agreement or contract and incur any liability on behalf of Canada, and shall be
solely responsible for any and all payments and deductions required by the applicable laws. The
recipients shall indemnify and save harmless the Minister in respect of any claims arising {from
failure to comply with the foregoing.
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22.  Binding Agreement

This Agreement is binding on the partics and their successors and permitted assigns.

23, Severability
Any provision of this Agrcement prohibited by law or otherwise ineffective will be ineffective

only to the extent of such prohibition or ineffectiveness and will be severable without
invalidating or otherwise aflecting the remaining provisions of the Agreement.

24,  Applicable Law

The Agreement shall be interpreted in accordance with the laws in force in the province from
which the coniract is issucd.

25. Insurance Coverage

The Proponent shall obtain appropriate insurance coverage until the completion of the Project.

26, Signature in Counterparts

This Agreement may be signed in counterparts, cach of which when taken together, will
constitule an original Agreement.
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SCHEDULE 2 - SFATEMENT OF WORK (SOW)

<REDACTED>
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SCHEDULE 3 - CLAIMS AND PROJECT COSTS PRINCIPLES

CLAIMS

ACOA will pay the Contribution to the Proponent, in respect of Eligible Costs incurred,
on the basis of claims which will:

(a) be submitted on quarterly basis (“Claim Period”);

®) be submitted on AIF claim forms, within forty-five (45) days of the end of each
Claim Period;

) be accompanied with details of all costs being claimed, which will be
substantiated by such documents as may be required by ACOA and presented in
accordance with the structure and the milestones contained in the Statement of
Work in Schedule 2.

{d) be certificd by the chief financial officer of the Proponent or other person
satisfactory to ACOA,;

(e) include a deduction for Eligible Costs included in a previous claim but which
have not been paid by the Proponent within nincty (90) days of such claim;

(f) include a certification as to whether or not any amounts referred to in Schedule 1,
subsection 4.2 of this Agreement are due and details of any such amounts.

In regard to subsection 1(e) above, ACOA may request al any lime thal the Proponent
provide satisfactory evidence to demonstrate that Eligible Costs have been paid.

Within one hundred and twenty (120) days of the submission of the final claim, the
Proponent shall submit a statement certified by the Proponent’s chief financial officer
attesting to the Eligible Costs for the entire Project having been incurred and paid.

Mo claim for the Contribution will be processed if there are any Progress Reports, as
required in Schedule 5, outstanding.
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AIF PROJECT COST PRINCIPLES
General Prineiple

The total Eligible Costs of the Project shall be the sum of the applicable direct costs
which are, or will be reasonably and properly incurred, in the performance of the Project,
less any applicable credits. These costs shall be determined in accordance with the
Proponent’s cost accounting system as accepted by ACOA and applied consistently over
time.

Definition of Reasonable Cost

(a) A cost 1s reasonable if, in nature and amount, it does not exceed that which would
be incurred by an ordinary prudent person in the conduct of a competitive
business.

(b} In determining the reasonableness of a particular cost, consideration shall be
gtven to:

(i) whether the cost is of a type generally recognized as normal and necessary
for the conduct of the performance of the Project;

{i1) the restraints and requirements by such factors as generally accepted
sound business practices, arm's length bargaining, federal, provincial and
local laws and regulations, and Agreement terms;

(iii)  the action that prudent business persons would take in the circumstances,
considering thelr responsibilities to the owners of the business, their
employees, customers, the Government and public at large;

(iv})  significant deviations from the established practices of the Proponent
which may unjustifiably increase the Eligible Costs; and

(v) the specifications, delivery schedule and quality requirements of the
particular Project as they affcct costs.
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Eligible Costs and Cost Categories

Eligible Costs have been classified under four categories: Buildings and Major
Renovations; Other Capital Assets; Wages and Salaries; and, Other Operating Expenses.

Eligible Costs include all reasonable direct and incremental costs deemed essential {or the
implementation of the Project and that are not specifically identified as being ineligible
by the Apency. These include the following:

(2)

(®)

Building and Major Renovations

Building and major renovations include costs related to a new construction and
costs related to renovations to an existing building whether owned or leased (i.e.,
leasehold improvements).

Building and major renovation costs may be eligible under AIF but only on a very
sclective basis and only if absolutely essential for the Project. Proponents are
required to clearly demonstrate the requirement for an investment in new
infrastructure as opposed to utilization of existing facilities. It should be noted that
AlF assistance for eligible Buildings and Major Renovation costs would not
normally exceed thirty percent (30%) of the Proponent’s costs.

Other Capital Costs

This category includes capital assets other than those included in Buildings and
Major Renovations and that are considered essential for the Project. These include
assets such as testing equipment, computers, furniture, machinery and any other
equipment that is considered essential for the Project. Technology rights, also
covered under this category, include the costs incurred for the acquisition of the
rights to use technology up to the completion date of the Projeet.

Wapes and Salaries, including pavroll burden
Since remuneration for the cost of human resources is usually a significant portion
of project costs, these are presented scparately from Other Operating Expenses.

The acceptable wages and salary costs will be those considered essential for the
Project and may include the scrvices of engineers, scientists, technologists,
technicians, drafispersons and market researchers. AIF will support the hiring of
incremental research expertise, including faculty whose principal focus is the
funded initiative, and whose research. teaching and outreach, while direcily related
to the objectives of the funded initiative, will also strengthen facultics and enhance
graduate opporlunitics. Incremental wages and salary costs of faculty must be
above and beyond the normal paid wages and salaries paid by the university.
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At no time will the AIF fund teaching activity. However, in cases where existing
faculty is assigned to an AIF Project, the backlilling cost (i.e., salary of the
replacement personsiel) is an Eligible Cost under the program. Proponents should
be careful not to double claim, by claiming both the R&D position and the
backfilled position of facully. The salary ol the replacement personnel is the only
Eligible Cost allowable.

In order Lo properly manage and excrcise financial control of a project, a Proponent
may have to assign qualified management and administrative personnel to a
project. These costs may be eligible provided that incremental resources are
required.

Payroll burden associated with the cligiblc wages and salaries, which includes
items like group insurance, pension plans, employer’s share of federal deductions,
etc., is also eligible for personnel directly associated with the Project.

Other Operating Expenses
This category includes all other costs that are not included in the previous three
cost categories.

(1) Direct Materials and Consumables

Dircet materials include those consumed in carrying out the Project, including
those utilized in the production of models, prototypes or pilot plants. Dircet
materials may be purchascd solely for the Project or issued from the Proponent’s
inventory at cost.

(i1) General Olfice Expenses

Caost for expenditures such as office supplies, courier charges, telecommunications
(e.g., phone, fax, internet), and other office cxpenses arc cligible expenses if
dircetly attributable to the Project. Only the incremental cost is acceptable.

(iii) Lease/Rent of Facilities

‘The Project may be located in facilities that are leased or rented. Lease and rental
payments are eligible if incremental. These costs are only acceptable up to the
completion date of the Project. Furthermore, cost allocation for the use of existing
space owned by the Proponent is not eligible.
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(iv) Overhead Allocation

Certain proponents may not be able to individually track and account for expenses
at a project level basis, and may prefer to use allocations to calculate certain
cxpenscs such as General Office Expenses and utilities. In such cases, an
overhead allocation may be calculated by the Proponent and used o estimaie
these costs. If so, provide detailed explanarions (supported by data) of the method
used to estimate the overhead allocation. Historical data can be used 10 estimate
incremental overhead costs that the Proponent will incur as a result of the Project.
An appropriate factor (e.g., salary, square footage or other cost) should be used.

The overhead allocation is not intended to cover a portion of the Proponent’s
cxisting general overhead costs (e.g., security, administration, general insurance,
maintenance, etc.).

(v) Professional Fees and Consultants

Legal fees for patent searches and patent filing fees are aceeptable. (Patent filing
fees will only be allowed for countries that are identified as necessary for the
success of the Project.) Patent costs will be charged at actual cost. Maintenance
fees and all expenses incurred protecting a patent are not acceptable,

Also eligible are the cost of consullants engaged to carry out additional market
rescarch, technical searches, financial analyses or other investigations which, in
the opinion of ACOA, are desirable to determine the specificalions and
characteristics of the product and are required for determining the course of the
development activities. The eligible cost acceptable for a consultant is the actual
incurred and paid contract amount.

(vi) R&D Subcontracts and Services

This category is strictly refated to research and development activities of the
Project. The amount acceptable from a subcontract is the actual incurred and paid
contract amount. If the subcontract is to be done by a related party (o the
Proponent, or by a key collaborator, the expense will be eligible at cost as this1s a
non-arm’s length transaction. Any such case must be fully disclosed by the
Proponent.

The cost related 1o the preparation of the first engineering dralt of 4 user manual
or related to delining or refining the specifications of a product, process or service
under development are acceptable.
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Testing services fees, that are conducted by testing organizations or accredited
laboratories (e.g., Canadian Standards Association, Underwriters Laboratories or
Canada Mortgage and Housing Corporation} and that are essential to the success
of the Project, will be eligible. Testing services will be charged at actual cost.
Regulatory costs, where required, will be accepted.

(vii} Travel Expenses

Travel expenses may be included as Eligible Costs and are defined as those
reasonable travel related costs thatl are necessary to, and incurred solely in
performance of, the Project. "Reasonable” travel costs would be those which are
generally comparable to the Treasury Board Travel Guidelines for the Public
Service and exclude items such as entertainmoent and first class air fare, etc. Food
and accommaodations costs are normally expected to be less than 5200 per day in
Canada and $250 (Canadian) per day outside Canada.

(viii) Other Costs
There may be other legitimate projcct costs that do not fit within any of the
preceding cost categories.

Ineligible Costs

Ineligible costs may include, but are not necessarily restricted to such items as:

(a)
(b)

(c)
(d)
(e)
¢y

()
(h)

(i)

)
K

costs of land, goodwill and asset costs in excess of fair market valuc;
fixed/period charges: recurring charges such as property taxes, rentals and
reasonable provision for depreciation;

motor vehicles and vessels not used exclusively for the Project;

sclling and advertising expenses;

general expenses;

ducs and other memberships unless specifically authorized in the Statement of
Work;

interest costs, bond discount, and other financing costs;

marketing, advertising or other costs which pertain to the commercialization
phase;

professional [ees, salaries, overhead or other costs incurred in the normal course
of operations and not incremental to the Project;

in-kind contribulions; and

expenditures incurred and cost commitments made before proposal receipl date.
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Credits

The applicable portion of any income, rebate, allowance, or any other credit relating to
any applicable direct costs, received by or accruing to the Proponent, shall be credited fo
the Eligible Costs.
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SCHEDULE 4 - COMMERCIALIZATION

Work in Atlantic Canada

Unless otherwise agreed to in writing by ACOA, the Proponent will ensure that the
Resulting Products are exploited through their production in Atlantic Canada until June
30, 2020.

Licensing Agreement
In the event the Proponent enters into 4 licensing agreement to fulfil! the obligations set

out int subsection | above, the Proponent shall provide ACOA with 4 copy ol the
licensing agreement when it 1s executed.
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SCHEDULE 5 - REPORTING REQUIREMENTS

Initial Report

The Proponent shall submit, on or before the date of the first disbursement, the following
reports satislactory to ACOA (format to be provided by ACOA). These reports will be
updated annually as per the Annual Reporting requirements in section 3 below. They are:

(a) Current Fiscal Year Estimated Cost Breakdown by Major Activities; and,

(b) Gstimated Cost Breakdown by Catcgory and by Fiscal Year.

Quarterly Progress Reports

The Proponent shall submit progress reports on a Quarterly basis, within forty-five (45)
days of each quarter, which quarterly periods end on the following dates: January 31,
April 30, and July 31. For the purposes of this Agreement each progress report shall
contain:

{a)  adescription of the progress made in the fulfilment of the Statement of Work
during the quarter, detailed by Activity as defined in the Statement of Work ;

(b) a statement of milestones achieved, if any, during the quaricr;

(c) an assessment of any significant delay in completing the Project or the attainment
of any milestone identified in the Statement of Work, the reasons for such delay,
and mitigation measures being taken; and,

{d) the Proponent’s revised Projections of Project cash flows for the cwirent Fiscal
Year, if any significant change 1s expected.

Annual Reporting

(a) Annual Progress Report
Within forty-live days of October 31, 2006, and by the same date each year
thereafter, the Proponent shall provide to ACOA a wrilfcn progress report
containing:




®

®

(ii)

(iif)
(iv)

(v)
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a description of the progress in completion of the Project activities, in
comparison with the schedule and milestones contained in the Statement
of Work and the related Project expenditures for that segment of Project
activities;

the Proponent’s revised Estimated Cost Breakdown by Category and by
T'iscal Year:

the Current Fiscal Year Estimated Cost Breakdown by Major Activitics;

an indication of any delay in completing the Project and the reasons for
such delay, together with the Proponent’s revised schedule and any
proposed revisions to the Statement of Work; and,

a description of any new scientilic/technical developments in the industry
(c.g., new discoveries, new patents) which may affect the
commercialization potential.

Annual Information Updates

Within forty-five days of October 31, 2007 and by the samc datc cach year
thereafier until this Agreement ends in accordance with section 7 of the General
Conditions {Schedule 1), the Proponent shall provide the following information

updates to ACOA:

(1) an update of expected results as set out in Form AlF — 1 (lable 1: Project
Indicator Template) attached hereto;

(i)  asummary of the progress made in the [ulfiiment of specific commitments
in regard to Commercialization in Atlantic Canada identified in Schedule
45

(iii)  an identification of any planned or completed transfer to commercial
production, transfer outside of Atlantic Canada, sale, lease or other
disposal of Special Purpose Equipment;

(iv)  a certification to ACOA that the Proponent is maintaining the required
environmental protection measures in relation fo the Project; and

(v) evidenee satisfactory to ACOA that the project continues to operate within

agreed upon standards.
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{c) Annual ['inancial Statements
The Proponent shall provide ACOA with a copy of its annual audited financial
statements within six (0} months following the end of each Fiscal Year.

(d) Auditor’s Certification on Revenues
Within six (6) months following the end of each fiscal year o f the Proponent, the
Proponent shall provide ACOA an auditor prepared certificate, satisfactory to
ACOA, setting out the Gross Revenues from the Resulting Product(s) for the
immediately preceding {iscal ycar.

Project Review

Unlcss otherwise agreed to, the parties shall meet at least once annually during the
Project period, at a mutually agreeable time, 1o review the progress of the Project.
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RESULTS MEASUREMENT GUIDE

<REDACTED>
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FORM AJF -1
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SCHEDULE 6 - PROJECT FACT SHEET FOR NEWS RELEASE

Program: Atlantic Innovation Fund

Project ’\Io 189{]74

Name & Address of Proponent:
Chemaphor Inc.

Atlantic Canada Operations
10252 Hwy 1

Paradise, NS

BOS 1RO

Proponent Contact:
Mr. David Hankinson
Project Manager

Tel No: {902) 584-3570
Fax No: (902) 584-3945

. Project Location(s): Charlottctown and Harrington, Prince Edward Tsland; Guelph, Ontario;
- Halifax and Paradise, Nova Scotia; and Ottawa, Ontaric

Sector of Activity: Bioscience

Project Purpese: Development of products
from carotenoid oxidation compounds

Total Costs: $3,078,675

' Eligible Costs: $2,736,175

Authorized Assistance: $2,052.131

Other Assistance; $90,000 <REDACTED>

“ Project Start Date: May 1, 2006

Project Completion Date: April 30, 2010

Project Description and Anticipated Results:

Chemaphor Inc. will use iis core expertisc in organic chemistry to develop premium products for
the animal health, cosmetics, pharmaceutical and specialty chemical markets. The company is
establishing a new facility on Prince Edward Island for its research in carotenoid oxidation
compounds. Chemaphor’s proprietary technology will be used to develop a range of products
with strong commereial potential including pet products, livestock feed addilives and anti-aging

skin creams.
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SCHEDULE 7 - SPECIAL PURPOSE EQUIPMENT

{(a) "The Proponent shall notify ACOA promptly in writing of any:
(1) salc, leasc or other disposition; or
(ii) transfer (0 commercial use within its own production capability or
otherwise of any prototype, pilot plant or other equipment acquired or
manufactured for the purpose of the Project (*the Special Equipment”), if
ACOA has contributed to the cost of the Speeial Equipment under this

Agreement.

(b) If so directed by ACOA, the Proponent shall pay ACOA forthwith the
greater of 75% of the:

(i) proceeds of disposition of the Special Equipment; or
(i)  fair market value of the Special Equipment.

The total amount payable by the Proponent pursuant to subsection 1(b) shall not exceed
the Contribution.
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SCHEDULE 8 — PRE-AUTHORIZED REPAYMENT/
DIRECT DEPOSIT AUTHORIZATION

Atlantic Canawln Agonge de ! For Depaftmcnta]_ Use Only
Lpporiunitics peomotion ¢cobomigue
Autney da Crsada stinnligue

Canadi

Pre-Authorized Repayment / Divect Deposit Authorization

H :

Proponent Name: Chemaphor Inc. ACOA Project Number(s): 189074

A — Pre-Authorized Repayment: Please attach a voided cheque and compete the following:

Name of Account Holder(s) (If different from above)

1f you are not providing a voided cheque, please have the following completed and confirmed by
your financial institution;

Branch No: Institution No.

Account No.

Name{s) of Account Holder(s):
'inancial Institution:

Address:

Telephone No;

Signature of Financial Institution Official Date

This method of loan repayment will be used only with your authorization. All information will be kept confidential
unless otherwise required by faw.

B- Dircct Deposit:

Progress dishursements of assistance can be deposited directly in the above-mentioned bank
account, Do you wish to take advantage of this service? Yes No

1/We hereby authorize the Atlantic Canada Opportunities Agency te debit the bank acconnt identified above,
as per the repayment ferms of the Agreement and any subsequent amendments. IT I/ we have checked YES
for the Direct Deposit Service, I/'we hereby authorize the Atlantic Canada Opportunities Agency to also eredit
the bank account identified above.

Signaturc of Authorized Signing Officer(s) Pate

Signature of Authorized Signing Officer(s) Date
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SCHEDULE 9 - ENVIRONMENTAL MITIGATION MEASURES

The Applicant shall comply with environmental protection measures in relation to the
Project that satisly the requircments of all regulatory bodies of appropriate jurisdiction.
Specifically, the Applicant shall ensure that:

a) Standard ACOA-PEI Environmental Clause is respected; (Section 6.7 of
Schedule 1 — General Conditions)

b) All controlled materials used in processes meet National Pollutant Release
Inventory (NPRI) regulations, guidelines and requircments.



