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For Ministry Use Only Ontario Corporation Number
A tusage exclusif du ministére Numéro de la société en Ontario
Ministry of tainistere doa Semvicas :
Ccnsumer and tux CONSSmY
Ontario Busines3 Scrvicea 1 QUK entrsy , / é “40& 70
CERTIFICATE CERTIFICAT . umd
This is to certify that these artleles  Cedl certifie que ios rdscnis sigtus : AmALGAMATION _ &R
are effective on entrent en vigucur iz
NOVEMBER 2 0 NOVEMBRE, 2006 . 1715330
/I
Directer / Directrice
Susiness Corporations Act / Loi sur tes sociétss par octions
ARTICLES OF ARRANGEMENT
v ‘ STATUTS D'ARRANGEMENT
" Form 8 1. The name of the corporation is: (Set out in BLOGK CAPITAL LETTERS)
Business Dénomination sociale de la sociélé : (Ecrire en LETTRES MAJUSCULES SEULEMENT) :
| Ad ~ IMITILILIE|N] UIM]| (Bl IOJL|O|G} ! [X I |N|C].
Formule 8 ‘ i :
Loi sur les
sociétés par
actions

2. The new name of the corporation if changed by the arrangement: (Set out in BLOCK CAPITAL LEI'TEHS)
. Nouvelle dénomination sociale de la sociéié si elle est modifiée par suite de Farrangement : (Ectire en LETTRES
MAJUSCULES SEULEMENT)

3. Date of incorporation/amalgamation: / Date de la constitution ou de la fusion :
2004-12-03
Year, Month, Day / annés, mois, jour

4. The amangement has been approved by the shareholders of the corporation in accordance with section 182 of the

Businsss Corporation Act } Les actionnaires de la sociéié ont approuvé famangement conformément & l'article 182 de la Loi
sur les sociétés par actions.

5. A copy of the arrangement is altached 1o these ariicles as Exhibit “A”™ ./ Une copie de Famangement constitute I'annexe «A».

6. The arrangement was approved by the.coun on/la ‘cour a approuve l'arrangement e
ae- 11 - 17
Year, Month, Day / année, mois, jour

and a certified copy of the Order of the court is attached to these articles as Exhibit “B°. / Une copie certifiée conforme de
Pordonnance de la cour constitue I'annexe «B».

7. Theterms and conditions to which the scheme is made subject by the Order have been complied with.
Les conditions que l'ordonnance impose au projel d'arrangement ont été respectées.

These ariicles are signed in duplicate. / Les présenis statuls sont signés en double exemplaire.
~ MILLENIUM BIOLOGIX INC.

L - : rpesation / Dénomination sociale de la société
() -~ C \

/1 Signature / Signature Description of Office / Fonctions
07163 (03/2006) \\
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Schedule “A”

PLAN OF ARRANGEMENT
UNDER SECTION 182
OF THE ONTARIO BUSINESS CORPORATIONS ACT

ARTICLE 1

INTERPRETATION
1.1 Definitions N

In this Plan of Arrangement, unless there is something in the subject matter or
context inconsistent therewith, the following terms shall have the respective meanings set out
below and grammatical variations of such terms shall have corresponding meanings:

“Act” means the Bankruptcy and Insolvency Act, R.S.C., 1985, c.B-3 as amended from
time to time. :

A dministrative Fees and Expenses” means the proper fees and expenses of the
Proposal Trustee, as well as the legal fees and disbursements of MBI and 205 and of the
Proposal Trustee, on or incidental to the NOI and the Proposal, the negotiations in
connection with the preparation of the Proposal and any subsequent Proposals, and the

proceedings arising out of the Proposal and any subsequent Proposals including advice to
MBI, Post-Amalgamation MBI or 205.

«Affected Claims” means the Claims of Secured Creditors, Preferred Creditors and
Unsecured Creditors. '

«Affected Creditors” means those creditors holding Affected Claims

“Arrangement” means an arrangement under section 182 of the OBCA on the terms and

subject to the conditions set out in this Plan of Arrangement, subject to any amendments

or vaniations thereto made in accordance with Article 4 or made at the direction of the
Court in the Order.

“Articles of Arrangement” means the articles of arrangement of MBI in respect of the

Arrangement that are required by the OBCA to be sent to the Director after the Order is
made. |

“Certificate” means the certificate of arrangement giving effect to the Arrangement,

issued pursuant to subsection 183(2) of the OBCA after the Articles of Arrangement have
been filed; '

“Certificate of Full Performance” means the certificate completed by the Proposal
Trustee pursuant to Section 65.3 of the Act.

“Claims” means any right or claim, of any person against MBL, in connection with any

indebtedness, liability, action, cause of action, suit, debt due, account, bond, covenant,
contract, counterclaim, demand, claim, right and obligation of any nature whatsoever,

40232291.3
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whether liquidated, un-liquidated, fixed, contingent, matured, legal, equitable, secured,
present, future, known or unknown, and whether by guarantee, surety or otherwise in any
way, and whether in whole or in part, incurred or arising or relating to the period prior to
or existing on the NOI Date with respect to any matter, action, cause or chose in action,
whether existing at present or commenced in the future based in whole or in part on facts,
events or matters which exist, or occurred, on or before the NOI Date, including all

claims in respect to the costs of remedying any environmental condition or damage
effecting real property and Severance Claims. .

“Conveyance Agreement” means an agreement between Post-Amalgamation MBI and

MBTI whereby MBTI acquires the MBI Assets in consideration of assuming all the MBI
Liabilities.

«Court” means the Ontario Superior Court of Justice, in Bankruptcy and Insolvency.

“Crown Claims” means claims of Her Majesty in Right of Canada or any Province of

Canada as defined in s. 60(1.1) of the Act, for which the Crown has priority or preference
to the claims of Unsecured Creditors.

“Director” means the Director appointed pursuant to section 278 of the OBCA;

“Director Claims” means claims against directors of MBI that arose before the NOI
Date and that relate to the obligations of MBI for which the directors are by law liable in
their capacity as directors for the payment of such obligations. Director Claims do not
include claims. that (a) relate to contractual rights of one or more creditors arising from

contracts with one or more directors; or (b) are based on allegations of misrepresentation
made by directors to creditors or of wrongful or oppressive conduct by directors.

“Effective Date” means the date shown on the Certificate;
“Effective Time” means 12:01 a.m. (Toronto time) on the Effective Date;

“Employee Claims” means claims of employees or former employees for amounts
equal to the amounts that they would be qualified to receive under section 136(1)(d) of
the Act if MBI became bankrupt on the NOI Date, as well as wages, salaries,
commissions or compensation for services rendered after that date and before Court
approval of this Proposal, together with, in the case of travelling salesmen, disbursements
properly incurred by those salesmen in and about the bankrupt's business during the same

period. For greater certainty, Employee Claims do not include any amounts claimed by
employees or former employees on account of Severance Claims.

“Escrow Agreement” means the escrow 'agreement to be entered into by Post-.
Amalgamation MBI, MBTI and the Proposal Trustee. '

“Levy” means the levy imposed by the Superintendent of Bankruptcy under the Act.

“MBC” means Millenium Biologix Corporation, the parent company and sole
shareholder of MBL '
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“MBI” means Millenium Biologix Inc.

“MBI Assets” means the assets, property and undertaking of Post-Amalgamation MBI
on the Proposal Implementation Date including the proceeds from a proposed financing

transaction involving Insignia Energy Inc. less the Trust, excluding Post-Amalgamation
MBT’s tax losses.

«MBI Liabilities” means Claims of Affected Creditors against MBI that are provable
under the Act.

“MBTI” means Millenium Biologix Technologies Inc., a wholly-owned subsidiary of
MBC. '

“NOI” means the Notice of Intention to Make a Proposal filed by MBI on October 6,
2006. ' . '

«NOI Date” means October 6, 2006.

“OBCA” means the Ontario Business Corporations Act as now in effect and as may be -
amended from time to time prior to the Effective Date;

«QOrder” means the order of the Court approving the Arfangement as such order may be

amended by the Court at any time prior to the Effective Date or, if appealed, then, unless
such appeal is withdrawn or denied, as affirmed; ’

«Post-Amalgamation MBI” means MBI subsequent to. its amalgamaﬁon with 205128
Ontario Inc.

«Post-Filing Goods and Services” means, in respect of the Proposal, the goods supplied,
services rendered and other consideration given to MBI with the approval of MBI or
Post-Amalgamation MBI after the NOI Date but excludes Employee Claims.

«preferred Creditors” means persons entitled to a claim under section 136(1) of the
Act, excluding the Proposal Trustee’s fees and disbursements.

“Proposal” means the Proposal dated October 18, 2006 made by MBL

“Proposal Date” means the date the Proposal is filed.

“Proposal Implementation Date” means the business day on which the Proposal

becomes effective and binding and is the day that the Certificate of Full Performance is
completed. ' ' A

““Proposal Trustee” means Emst & Young Inc.
“Secured Creditors” means secured creditors as defined in the Act who have provable

claims against MBL

402322913
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«Geverance Claims® means any and all claims to which the Company is or will be
subject for damages, severance entitlements or termination entitlements arising from or
under (a) the Ontario Employment Standards Act or any other applicable statute, (b)
common law, and/or (c) any express or implied agreement which claims are as a result of;
(1) the termination by MBI, on or before October 29, 2006, of any person’s employment
or (2) temporary lay-off by MBI, on or before October 29, 2006, of any employee who is

not subsequently called back, or recalled, to work within the time prescribed by the
Ontario Employment Standards Act.

“Trust” means the fund established pursuant to the Escrow Agreement to pay unpaid
Administrative Fees and Expenses, Crown Claims, Employee Claims, Levy, if any, and

Post-Filing Goods and Services. The Trust will be held by the Proposal Trustee under the
Escrow Agreement.

«905” means 2052128 Ontario Inc. the wholly owned subsidiary of MBL

“Unsecured Creditors” means those persons with claims that are provable pursuant to
the Act in respect of (i) debts and liabilities present or future, including contingent
claims, to which the Company is subject as of the NOI Date, or to which it may become
subject before its discharge by reason of any obligations incurred before the NOI Date;
(ii) Severance Claims; and (iii) Director Claims, except for those claims:

. that are Claims by Prefeﬁed Creditors;

that are Claims that are Administrative Fees and Expenses;

. that are Crown Claims;

. that are 'Employee Claims

. that are Claims by Secured Creditors.
1.2 Sections and Headings

The division of this Plan of Arrangement into sections and the insertion of
headings are for reference purposes only and shall not affect the interpretation of this Plan of
Arrangement. Unless otherwise indicated, any reference in this Plan of Arrangement to a section
or an exhibit refers to the specified section of or exhibit to this Plan of Arrangement.

13 Number, Gender and Persons

In this Plan of Arrangement, unless the context otherwise requires, words

importing the singular number include the plural and vice versa and words importing any gender
include all genders. ’

402322913
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2.1

ARTICLE 2
ARRANGEMENT

Binding Effect

This Plan of Arrangement will become effective at, and be binding at and after,

the Effective Time on (i) Post-Amalgamation MBL, (i1) MBC, and (iii) all Affected Creditors.

2.2

Arrangement

Commencing at the Effective Time, the following shall occur and shall be deemed

1o oceur in the following order without any further act or formality:

(a)

(b)

(©

(d)

402322913

There will be added to the articles of MBI provisions in respect of non-voting
common shares and common shares as set out in Schedule A attached hereto;

The issued and outstanding common shares of MBI shall be reorganized by

changing each issued and outstanding common share of MBI, together with the
rights and privileges attaching to each such common share, into one hundred
(100) issued and outstanding common shares of MBI so that, for greater certainty,

the number of issued and outstanding common shares of MBI shall have been
increased by one hundred (100) times; -

MBI and 205 will be amalgamated and continued under the OBCA to form Post-
Amalgamation MBI, in respect of which the name, the address of the registered
office, the minimum and maximum number of directors, the name, address for
service and residence of the directors, the names and Ontario corporation numbers
of the amalgamating corporations, any restrictions on business, the classes and
any maximum number of shares that the corporation is authorized to issue, the

restrictions on transfer and other provisions, shall be as set out in Schedule B
attached hereto;

Post-Amalgamation MBI shall transfer all of the MBI Assets and all of the MBI
Liabilities to MBTI, notwithstanding:

(i) the provisions of any agreement or legislation limiting or preventing the
assignment or limiting or preventing the transfer of any part of the Assets
and Liabilities; '

(i) theright of any person to potice of, or consent to, the transfer of the Assets

and Liabilities;

(iif) the provisions of the Bulk Sales Act (Ontario) or any applicable bulk sales

legislation n any jurisdiction in which the Assets and Liabilities are
situated; and
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(iv)  the provisions of Part V of the Personal Property Security Act (Ontario) or

any similar legislation in any other jurisdictions in which the MBI Assets
and the MBI Liabilities are situated;

(¢)  Post-Amalgamation MBI shall be entitled to issue its securities to one or more
investors for cash proceeds; and

()  The Trust shall be established upon Post-Amalgamation MBI issuing and
depositing with the Proposal Trustee in its capacity as escrow agent under the
Escrow Agreement $685,000 to be held and disbursed in accordance with the

terms of the Escrow Agreement.

ARTICLE 3
AMENDMENTS

3.1 Amendments to Plan of Arrangement

MBI reserves the right to amend,v modify and/or supplement this Plan of

Arrangement at any time and from time to time prior to the Effective Date, provided that each

such amendment, modification and/or supplement must be (i) set out in writing, (ii) approved by

MBC, and (jii) filed with the Court.

Any amendment, modification or supplement to this Plan of Arrangement may be
made following the Effective Date unilaterally by MBI, provided that it concems a matter which,
in the reasonable opinion of MBI, is of an administrative nature required to better give effect to
the implementation of this Plan of Arrangement. -

 ARTICLE 4
FURTHER ASSURANCES

4.1 Notwithstanding that the transactions and events set out herein shall occur and be

deemed to occur in the order set out in this Plan of Arrangement without any further act or

foimaiity, each of MBC, MBI and 205, shall make, do and execute, or cause 10 be made, done
and executed, all such further acts, deeds, agreements, transfers, assurances, instruments or

documents as may reasonably be required by any of them in order further to document or
evidence any of the transactions or events set out herein.

40232291.3
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Schedule A

1A

1 To create an unlimited number of non-voting common shares with the following rights,
privileges, restrictions and conditions:

2.

unless concurrently therewith the same dividend in respect of,

The holders of Common Non-Voting Shares shall be entitled to receive noﬁce of and to

attend any meeting of the shareholders of the Corporation (other than meetings of a class

or series of shares of the Corporation other than the Common Non-Voting Shares as such)

provided that, except as required by law, the holders of the Common Non-Voting Shares

shall not be entitled as such to vote at any meeting of the shareholders of the Corporation.
The holders of the Common Non-Voting Shares shall be entitled to receive all
informational documents and other communications: :

@ required to be sent to the holders of Common Shares by applicable law or by any
stock exchange on which the Common Shares of the Corporation are listed; and

(b)  voluntarily sent by the Corporation to the holders of Common Shares in
connection with any meeting of shareholders.

The holders of Common Non-Voting Shares shall be entitled to receive dividends as and
when declared by the Board of Directors of the Corporation on the Common Non-Voting
Shares as a class, subject to prior satisfaction of all preferential rights to dividends
attached to shares of other classes of shares of the Corporation ranking in priority to the
Common Non-Voting Shares in respect of dividends, provided that no dividend may be
declared in respect of, or any other benefit conferred upon the holders of, Common Shares

or the same benefit is
conferred upon the holders of, Common Non-Voting Shares.

The holders of Common Non-Voting Shares shall be entitled, in the event of any
liquidation, dissolution or winding up of the Corporation, whether voluntary or
involuntary, or any other distribution of the assets of the Corporation among its
shareholders for the purpose of winding up its affairs, and subject to prior satisfaction of
all preferential rights to return of capital on dissolution attached to all shares of other

classes of shares of the Corporation ranking in priority to the Common Non-Voting
Shares in respe

ct of return of capital on dissolution, to share rateably, together with the

holders: of Common Shares and of shares of any other class of shares of the Corporation

ranking equally with the Common Non-Voting Shares in respect of return of capital on
dissolution, in such assets of the Corporation as are available for distribution.

For the purposes of these provisions:

(a) "business day" means a day on which securities may be traded on the floor of the

Toronto Stock Exchange or any other stock exchange on which the Common
Shares are then listed;

402322913
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2A

(b)  "Offer" means an offer to purchase Common Shares (or an acceptance of an offer
to sell Common Shares) which must, by reason of applicable securities legislation
or by laws, regulations or policies of a stock exchange on which the Common
Shares are listed, be made to each holder of Common Shares whose last address

on the records of the Corporation is in a province or territory of Canada to which
the relevant requirement applies;

(c)  "Offer Date" means the date on which an Offer is made;

(d) "Redemption Price” means the value of the consideration offered under an Offer
which, in the case of non cash consideration shall be determined solely by the
Board of Directors of the Corporation, acting reasonably; and

() "Redemption Period" means the period of time commencing on the seventh
business day after the Offer Date and terminating on the last date upon which
holders of Common Shares may accept the Offer.

6. Subject to Sections 6, 8 and 9 and applicable law, if an Offer is made, each outstanding
Common Non-Voting Share shall be redeemed by the Corporation at the Redemption
Price per Common Non-Voting Share at the option of the holder during the Redemption
Period. The redemption right provided for in this Section 5 may be exercised by notice in
writing given to the Corporation accompanied by the share certificate or certificates
representing the Common Non-Voting Shares in respect of which the holder desires to
exercise such right of redemption, and such notice shall be executed by the holder of the
Common Non-Voting Shares registered on the books of the Corporation, or by his duly
authorized attorney, and shall specify the number of Common Non-Voting Shares which
the holder desires to have redeemed. The holder shall pay any governmental or other tax
imposed on or in respect of such redemption. Upon receipt by the Corporation of such
notice and share certificate or certificates, the Corporation shall issue or cause o be
issued a cheque for the aggregate Redemption Price to be paid to such holder (less any
tax required to be withheld) in accordance with Sections 6 and 8. If less than all of the
Common Non-Voting Shares represented by any share certificate are to be redeemed, the
holder shall be entitled to receive a new share certificate representing in the aggregate the

number of Common Non-Voting Shares represented by the original share certificate
which are not to be redeemed.

7. The redemption right provided for in Section 5 shall not come into effect if:

(a) one or more shareholders of the Corporation who did not make or act in concert
with the person or persons making the Offer and who, in the aggregate,
beneficially own, directly or indirectly, or exercise control or direction over, not

less than 50% of the outstanding Common Shares, determine within five business

days after the Offer Date that he or they will continue to so own Or exercise

control or direction over, in the aggregate, 50% or more of the outstanding
Common Shares;

40232291.3
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3A

(b) contemporaneously with the Offer, an offer is made to the holders of Common
Non-Voting Shares upon the same terms and conditions as those contained in the
Offer, including the consideration to be paid to the holders of Common Shares
and the offer is for the same percentage of Common Non-Voting Shares as the

percentage of Common Shares sought to be acquired under the Offer, excluding
in each case the number of shares then owned by the offeror; -

(c)  the Board of Directors of the Corporation determines within five business days

after the Offer Date that the Offer is not bona fide or is made primarily for the

purpose of causing the redemption right provided for in Section 5 to come into
effect and not primarily for the purpose of acquiring Common Shares; or

(d)  the Offeris not completed in accordance with its terms;

provided that:

(6)  in the case of Section 6(a) above, within six business days after the Offer Daté, a
certificate signed by or on behalf of the one or more shareholders of the

making the Offer; (B) such shareholders beneficially own, directly or indirectly, -
or exercise control or direction over in the aggregate not less than 50% of the
outstanding Commen Shares; and (C) such shareholders have determined that
they will not accept the Offer and provided further that upon any variation of the -
Offer, including an increase in price, such sharcholders of the Corporation shall
be deemed not to have accepted the Offer as varied and the certificate delivered.
by or on behalf of them as described above shall be deemed to continue to apply
and no further certificate need be filed for purposes of these provisions unless and
until one or more of such shareholders determine to accept the Offer as varied and
the result of such acceptance would be to reduce the aggregate holdings of the
remaining shareholders who delivered such certificate to less than 50% of the
outstanding Common Shares in which case a certificate to that effect signed by or
on behalf of such shareholders would determine to accept the Offer as varied shall
be delivered to the Corporation forthwith after such determination and, in any

event, not less than five business days prior to termination of the Conversion
Period; _

(§  in the case of Section 6(c), the Secretary of the Corporation delivers. to the
transfer agent within six business days after the Offer Date a certified copy of a
resolution of the Board of Directors of the Corporation determining that the Offer
is not bona fide or is made primarily for the purpose of causing the redemption

 Tight provided for in Section 5 to come into effect and not primarily for the

purpose of acquiring the Common Shares and stating the reason for such
determination; and
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4A

(g)  as soon as reasonably possible after the receipt of a certificate under Section 6(¢)
or a certified copy of the resolution under Section 6(f), the Corporation shall send to
the holders of Common Non-Voting Shares notice of and a brief description of the

effect of the determination under Section (6)(a) or Section 6(c),

as the case may
be.

8. If the events described in Sections 6(a), (b) or (c) hereof shall not have occurred within
five business days after the Offer Date, or if an amended certificate as described in

Section 6(e) shall have been delivered, the Corporation shall send as soon as reasonably
possible to the holders of Common Non-Voting S

hares a notice containing a brief
description of the rights of such holders hereunder.

9. The redemption of all Common Non-Voting Shares delivered to the Corporation for
redemption pursuant to Section 5 shall be subject to the provisions of this Section 8 and
the provisions of Section 9 and the Corporation shall make 2l arrangements necessary or
desirable to give effect to this Section 8. All Common Non-Voting Shares delivered for
redemption pursuant to Section 5 shall be redeemed subject to completion of the Offer
but no cheques representing the Redemption Price for the Common Non-Voting Shares

so redeemed shall be delivered to the holders of such Common Non-Voting Shares uniess

and until the Offer is completed in accordance with its terms. Upon completion of the

Offer (the "Redemption Date"), the Corporation shall deliver to the holders entitled

thereto all moneys owing to the holders of the Common Non-Voting Shares redeemed. If

the Offer is not completed, the right provided in Section.5 shall not be effective and the |
Corporation shall return or issue and deliver to the holders entitled thereto share

certificates representing Common Non-Voting Shares delivered to the Corporation
pursuant to Section 5.

10.  Neither the Common' Shares nor the Common Non-Voting Shares shall be subdivided,

consolidated, reclassified or otherwise changed unless, contemporaneously therewith, the

shares of the other of such classes are subdivided, consolidated, reclassified or otherwise
changed in the same proportion and in the same manner.

11.  The rights, privileges, restrictions and conditions attaching to the Common Non-Voting

Shares as a class may be added to, changed or removed but only with approval of the
holders of Common Non-Voting Shares given as herein specified.

12.  The rights; privileges, restrictions and conditions attached to the Common Non-Voting
Shares as a class as provided herein and as may be provided from time to time may be
repealed, altered, modified, amended or amplified or otherwise varied only with the
sanction of the holders of the Common Non-Voting Shares given in such a manner as
may then be required by law, subject to a minimum requirement that such approval be
given by resolution passed by the affirmative vote of at least two thirds of the votes cast

at a meeting of holders of Common Non-Voting Shares duly called for such purpose and

held upon at least 21 days notice at which a quorum is present comprising at least two

persons holding or representing by proxy at least 20% of the outstanding Common Non-
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13.

14.

5A

Voting Shares. If any such quorum is not present within half an hour after the time
appointed for the meeting then the meeting shall be adjourned to a date

being not less
than 15 days later and at such time and place as may be appointed by the chairman and at

such meeting a quorum will consist of that number of shareholders present in person or
proxy. The formalities to be observed with respect to the giving of notice of any such
meeting or adjourned meeting and the conduct thereof shall be those which may from
time to time be prescribed in the by laws of the Corporation with respect to meetings of
shareholders. On every vote taken at every such meeting or adjourned meeting each
holder of a Common Non-Voting Share shall be entitled to one vote in respect of each
Common Non-Voting Share held. '

Any cheque representing payment of the Redemption Price not presented to the
Corporation's bankers for payment, or otherwise not claimed within six years after the
Redemption Date, shall be irrevocably forfeited to the Corporation.

From and after the Redemption Date, the Common Non-Voting Shares redeemed shall
cease 1o be entitled to dividends, and the parties that were the holders thereof shall not be
entitled to exercise any of the rights of shareholders in respect of such redeemed shares,
unless payment of the Redemption Price shall not be duly made by the Corporation.

All Common Non-Voting Shares which are redeemed, in accordance with the rights, privileges,
restrictions and conditions attaching to the Common Non-Voting Shares, shall, subject to

applicable law, be deemed to be returned to the authorized but unissued capital of the
Corporation. '

1L To add the following rights, privileges, restrictions and conditions to the existing Common
Shares, :

1.

" The holders of Common Shares shall be entitled to notice of, to attend and to one vote per

share held at any meeting of the shareholders of the Corporation (other than meetings of a
class or series of shares of the Corporation other than the Common Shares as such);

The holders of Common Shares shall be entitled to receive dividends as and when
declared by Board of Directors of the Corporation on the Common Shares as-a class,
subject to prior satisfaction of all preferential rights to dividends attached to all shares of

other classes of shares of the Corporation ranking in priority to the Common Shares in
respect of dividends; and :

The holders of Common Shares shall be entitled, in the event of any liquidation,
dissolution or winding-up of the Corporation, whether voluntary or involuntary, or any
other distribution of the assets of the Corporation among its shareholders for the purpose
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6A

of winding-up its affairs, and subject to prior satisfaction of all preferential rights to
return of capital on dissolution attached to all shares of other classes of shares of the
Corporation ranking in priority to the Common Shares in respect of return of capital on
dissolution, to share rateably, together with the holders of Non Voting Common Shares
and of shares of any other class of shares of the Corporation ranking equally with the
Common Shares in respect of return of capital on dissolution, in such assets of the
Corporation as are available for distribution.
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Schedule B

1. The name of the amalgamated corporation is:

Millenium Biologix Inc.
2. The address of the registered office is:

785 Midpark Drive, Kingston, Ontario K7M 7G3
3. The minimum and maximum number of directors is:

Minimum: 1; Maximum: 10

4. The directors are:
Name Address for Service Resident Canadian (y/n)
Sydney Pugh 785 Midpark Drive Yes
Kingston, Ontario |
K7M7G3
Timothy J.N. Smith 785 Midpark Drive Yes
Kingston, Ontario ’
KM 7G3
" Henry J. Pankratz 785 Midpark Drive Yes
Kingston, Ontario
KM 7G3
Enda Kenny 785 Midpark Drive No
Kingston, Ontario
K7M 7G3
Jeremy L. Curnock Cook 785 Midpark Drive ' No
' Kingston, Ontario
K7M 7G3
402322913
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5. Information on amalgamating companies:

Names of amalgamating companies Ontario’ Corporation Number

Milleﬁium Biologix Inc. 1640870

2052128 Ontario Inc. 2052128
6. Restrictions on business: None
7. Classes and any maximum number of shares that the corporation is authorized to issue:
L

An unlimited number of non-voting common shares with the following rights, privileges,
restrictions and conditions:

1. The holders of Common Non-Voting Shares shall be entitled to receive notice of and to

attend any meeting of the shareholders of the Corporation (other than meetings of a class
or series of shares of the Corporation other than the Common Non-Voting Shares as such)
provided that, except as required by law, the holders of the Common Non-Voting Shares
shall not be entitled as such to vote at any meeting of the shareholders of the Corporation.

The holders of the Common Non-Voting Shares shall be entitled to receive all
informational documents and other communications:

(a)  required to be sent to the holders of Common Shares by applicable law or by any
stock exchange on which the Common Shares of the Corporation are listed; and

(b) - voluntarily sent by the Corporation to the holders of Common Shares in
conmection with any meeting of shareholders.

The holders of Common Non-Voting Shares shall be entitled to receive dividends as and
when declared by the Board of Directors of the Corporation on the Common Non-Voting
Shares as a class, subject to prior satisfaction of all preferential rights to dividends -
attached to shares of other classes of shares of the Corporation ranking in priority to the
Common Non-Voting Shares in respect of dividends, provided that no dividend may be
declared in respect of, or any other benefit conferred upon the holders of, Common Shares
unless concurrently therewith the same dividend in respect of, or the same benefit is
conferred upon the holders of, Common Non-Voting Shares.

3. The holders of Common Non-Voting Shares shall be entitled, in the event of any
: liquidation, dissolution or winding up of the Corporation, whether voluntary or
involuntary, or any other distribution of the assets of the Corporation among its
shareholders for the purpose of winding up its affairs, and subject to prior satisfaction of

all preferential rights to return of capital on dissolution attached to all shares of other
classes of shares of the Corporation ranking in priority to the Common Non-Voting
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shares in respect of return of capital on dissolution, to share rateably, together with the
holders of Common Shares and of shares of any other class of shares of the Corporation
ranking equally with the Common Non-Voting Shares in respect of return of capital on
dissolution, in such assets of the Corporation as are available for distribution.

For the purposes of these provisions:

(@)  "business day’ means a day on which securities may be traded on the floor of the

Toronto Stock Exchange or any other stock exchange on which the Common '
Shares are then listed;

(b)  "Offer" means an offer to purchase Common Shares (or an acceptance of an offer
to sell Common Shares) which must, by reason of applicable securities legislation
or by laws, regulations or policies of a stock exchange on which the Common
Shares are listed, be made to each holder of Common Shares whose last address

on the records of the Corporation is in a province or territory of Canada to which
the relevant requirement applies;

(c)  "Offer Date" means the date on which an Offer is made;

(d  "Redemption Price” means the value of the consideration offered under an Offer
which, in the case of non cash consideration shall be determined solely by the

Board of Directors of the Corporation, acting reasonably; and

(e) "Redemption Period" means the period of time commencing on the seventh
business day after the Offer Date and terminating on the last date upon which
holders of Common Shares may accept the Offer.

Subject to Sections 6, 8 and 9 and applicable law, if an Offer is made, each outstanding
Common Non-Voting Share shall be redeemed by the Corporation at the Redemption
Price per Common Non-Voting Share at the option of the holder during the Redemption
Period. The redemption right provided for in this Section 5 may be exercised by notice in
writing given to the Corporation accompanied by the share certificate or certificates
representing the Common Non-Voting Shares in respect of which. the holder desires to
exercise such right of redemption, and such notice shall be executed by the holder of the
Common Non-Voting Shares registered on the books of the Corporation, or by his duly

authorized attorney, and shall specify the number of Common Non-Voting Shares which
the holder desires to have redeemed. The holder shall pay any governmental or other tax
imposed on or in respect of such redemption. Upon receipt by the Corporation of such
notice and share certificate or certificates, the Corporation shall issue or cause to be
issued a cheque for the aggregate Redemption Price to be paid to such holder (less any
tax required to be withheld) in accordance with Sections 6 and 8. If less than all of the
Common Non-Voting Shares represented by any share certificate are to be redeemed, the
holder shall be entitled to receive a new share certificate representing in the aggregate the

number of Common Non-Voting Shares represented by the original share certificate
which are not to be redeemed. ' ‘ '
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(a)

(b)

(c)

(@

(e)

40232291.3

The redemption right provided for in Section 5 shall not come into effect if:

one or more shareholders of the Corporation who did not make or act in concert
with the person or persons making the Offer and who, in the aggregate,
beneficially own, directly or indirectly, or exercise control or direction over, not
less than 50% of the outstanding Common Shares, determine within five business
days after the Offer Date that he or they will continue to SO OWN Or €Xxercise

control or direction over, in the aggregate, 50% or more of the outstanding
Common Shares;

contemporaneously with the Offer, an offer is made to the holders of Common
Non-Voting Shares upon the same terms and conditions s those contained in the
Offer, including the consideration to be paid to the holders of Common Shares
and the offer is for the same percentage of Common Non-Voting Shares as the

percentage of Common Shares sought to be acquired under the Offer, excluding
in each case the number of shares then owned by the offeror; ’

the Board of Directors of the Corporation determines within five business days

after the Offer Date that the Offer is not bona fide or is made primarily for the

purpose of causing the redemption right provided for in Section 5 to come into
effect and not primarily for the purpose of acquiring Common Shares; or

the Offer is not completed in accordance with its terms;

provided that:

in the case of Section 6(a) above, within six business days after the Offer Date, a
certificate signed by or on behalf of the one or more -shareholders of the
Corporation is delivered to the Secretary. of the Corporation confirming that: (A)
such shareholders did not make or act in concert with the person or persons
making the Offer; (B) such shareholders beneficially own, directly or indirectly,
or exercise control or direction over in the aggregate not less than 50% of the
outstanding Common Shares; and (C) such shareholders have determined that
they will not accept the Offer and provided further that upon any variation of the
Offer, including an increase in price, such shareholders of the Corporation shall
be deemed not to have accepted the Offer as varied and the certificate delivered
by or on behalf of them as described above shall be deemed to continue to apply
and no further certificate need be filed for purposes of these provisions unless and
until one or more of such shareholders determine to accept the Offer as varied and
the result of such acceptance would be to reduce the aggregate holdings of the
remaining shareholders who delivered such certificate to less than 50% of the
outstanding Common Shares in which case a certificate to that effect signed by or
on behalf of such shareholders would determine to accept the Offer as varied shall
be delivered to the Corporation forthwith after such determination and, in any
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event, not less than five business days prior to termination of the Conversion
Period;

()  in the case of Section 6(c), the Secretary of the Corporation delivers to the
transfer agent within six business days after the Offer Date a certified copy of a
resolution of the Board of Directors of the Corporation determining that the Offer
is not bona fide or is made primarily for the purpose of causing the redemption
right provided for in Section 5 to come into effect and not primarily for the
purpose of acquiring the Common Shares and stating the reason for such
determination; and

(g)  as soon as reasonably possible after the receipt of a certificate under Section 6(€)
or a certified copy of the resolution under Section 6(f), the Corporation shall send to
the holders of Common Non-Voting Shares notice of and a brief description of the’
effect of the determination under Section (6)(a) or Section 6(c), as the case may
be.

7. If the events described in Sections 6(a), (b) or (c) hereof shall not have occurred within
five business days after the Offer Date, or if an amended certificate as described in
Section 6(¢) shall have been delivered, the Corporation shall send as soon as reasonably
possible to the holders of Common Non-Voting Shares a notice containing a brief
description of the rights of such holders hereunder.

8. The redemption of all Common Non-Voting Shares delivered to the Corporation for
 redemption pursuant to Section 5 shall be subject to the provisions of this Section 8 and
the provisions of Section 9 and the Corporation shall make all arrangements necessary or
desirable to give effect to this Section 8. All Common Non-Voting Shares delivered for
redemption pursuant to Section 5 shall be redeemed subject to completion of the Offer
but no cheques representing the Redemption Price for the Common Non-Voting Shares
so redeemed shall be delivered to the holders of such Common Non-Voting Shares unless . -
and until the Offer is completed in accordance with its terms. Upon completion of the
Offer (the "Redemption Date"), the Corporation shall deliver to the holders entitled
thereto all moneys owing to the holders of the Common Non-Voting Shares redeemed. If
" the Offer is not completed, the right provided in Section 5 shall not be effective and the
Corporation shall return or issue and deliver to the holders entitled thereto share
certificates representing Commeon Non-Voting Shares delivered to the Corporation
pursuant to Section 5. :

9. Neither the Common Shares nor the Common Non-Voting Shares shall be subdivided,
consolidated, reclassified or otherwise changed unless, contemporaneously therewith, the
shares of the other of such classes are subdivided, consolidated, reclassified or otherwise
changed in the same proportion and in the same manner. :

10.  The rights, privileges, restrictions and conditions attaching to the Common Non-Voting
Shares as 4 class may be added to, changed or removed but only with approval of the
holders of Common Non-Voting Shares given as herein specified. '
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11.  The rights, privileges, restrictions and conditions attached to the Common Non-Voting
Shares as a class as provided herein and as may be provided from time to time may be
repealed, altered, modified, amended or amplified or otherwise varied only with the
sanction of the holders of the Common Non-Voting Shares given in such a manner as
may then be required by law, subject to a minimum requirement that such approval be
given by resolution passed by the affirmative vote of at least two thirds of the votes cast
at a meeting of holders of Common Non-Voting Shares duly called for such purpose and
held upon at least 21 days notice at which a quorum is present comprising at least two
persons holding or Tepresenting by proxy at least 20% of the outstanding Common Non-
Voting Shares. If any such quorum is not present within half an hour after the time
appointed for the meeting then the meeting shall be adjourned to a date being not less
than 15 days later and at such time and place as may be appointed by the chairman and at
such meeting a quorum will consist of that number of shareholders present in person or
proxy. The formalities to be observed with respect to the giving of notice of any such
meeting or adjourned meeting and the conduct thereof shall be those which may from

time to time be prescribed in the by laws of the Corpora

tion with respect to meetings of
shareholders. On every vote taken at every such meeting or adjourned meeting each

holder of 2 Common Non-Voting Share shall be entitled to one vote in respect of each
Common Non-Voting Share held. :

12. Any cheque representing payment of the Redemption Price not presented to the
Corporation's bankers for payment, or otherwise not claimed within six years after the

Redemption Date, shall be irrevocably forfeited to the Corporation.

13.  From and after the Redemption Date, the Common Non-Voting Shares redeemed shall
cease to be entitled to dividends, and the parties that were the holders thereof shall not be
entitled to exercise any of the rights of shareholders in respect of such redeemed shares,
unless payment of the Redemption Price shall not be duly made by the Corporation.

All Common Non-Voting Shares which are redeemed, in accordance with the rights, privileges,

restrictions and conditions attaching to the Common Non-Voting Shares, shall, subject to

applicable law, be deemed to be returned to the authorized but unissued capital of the
Corporation.

O An unlimited number of Common Shares with the following rights, privileges,
restrictions and conditions:

1. The holders of Common Shares shall be entitled to notice of, to attend and to one vote per
share held at any meeting of the shareholders of the Corporation (other than meetings of a class
or series of shares of the Corporation other than the Common Shares as such);

2. The holders of Common Shares shall be entitled to receive dividends as and when
declared by Board of Directors of the Corporation on the Common Shares as a class, subject to
prior satisfaction of all preferential rights to dividends attached to all shares of other classes of
shares of the Corporation ranking in priority to the Common Shares in respect of dividends; and

40232291.3

TRADEMARK
REEL: 003526 FRAME: 0728



3. The holders of Common Shares shall be entitled, in the event of any liquidation,

dissolution or winding-up of the Corporation, whether voluntary or involuntary, or any other
distribution of the assets of the Corporation among its shareholders for the purpose of
winding-up its affairs, and subject to prior satisfaction of all preferential rights to return of

capital on dissolution attached to all shares of other classes of shares of the Corporation ranking

in priority to the Common Shares in respect of return of capital on dissolution, to share rateably,
together with the holders of Non Voting

Common Shares and of shares of any other class of -
shares of the Corporation ranking equally with the Common Shares in respect of return of capital
on dissolution, in such assets of the Corporation as are available for distribution.

9. The issue, transfer or ownership of shares is restricted and the restrictions are as follows:

No securities of the Corporation, other than non-convertible debt securities, shall
be transferred without the consent of either (2) a majority of the directors of the Corporation
expressed by a resolution passed at a meeting of the board of directors or by an instrument or
instruments in writing signed by a majority of the directors; or (b) the holders of at least 51% of
the outstanding common shares of the Corporation expressed by a resolution passed at a meeting
of such shareholders or by an instrument or instruments in writing signed by the holders of at
least 51% of the outstanding common shares of the Corporation. ‘

10.  Other provisions:

None
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Schedule “B”
ESCROW AGREEMENT

THIS ESCROW AGREEMENT (this “Agreement”) is made as of November ¢,

2006 by and among Millenium Biologix Inc. (the “Vendor”), Millenium Biologix Technologies

Inc. (the “Purchaser”), and Emst & Young Inc., solely in its capacity as Proposal Trustee of
Millenium Biologix Inc. (the “Escrow Agent”).

RECITALS

WHEREAS, the Purchaser and the Vender have entered into an' Asset Purchase

Agreement dated as of the date hereof (the “Purchase Agreement”) in connection with the
-purchase and sale of certain assets of the Vendor; ‘ ‘

WHEREAS, pursuant to Section 6(2) of the Purchase Agreement, the parties to
 the Purchase Agreement have agreed that the Vendor shall deposit in escrow with the Escrow

Agent a certain portion of the cash assets of the Vendor pursuant to the terms of this Agreement
to be available to satisfy Unpaid Fees, Expenses and Claims (as hereinafter defined); and

- WHEREAS, the foregoing recitals are made by the parties hereto other than the
Escrow Agent. '

NOW THEREFORE, for good and valuable consideration the receipt and

adequacy of which are mutually admitted by. each of the parties, the parties hereto agree as
follows: ’ '

ARTICLE 1
DEFINITIONS AND PRINCIPLES OF INTERPRETATION

1.1 Deﬁhitions.

“Cumnulative Expected Amount”, with respect to any date, shall mean the aggregate of
the Expected Amount of all Unpaid Fees, Expenses and Claims as at such date.

“Expected Amount”, with respect to any amount payable as cohtemplated by Section 7.4
of the Proposal (as hereinafter defined), shall be equal to the funds which would

reasonably be required to be paid by the Purchaser in order to satisfy any such amount, as
determined by the Purchaser acting in good faith.

“Evidence of Final Paymeht”, with respect to any Unpaid Fees, Expenses and Claims or

any portion thereof, shall mean a Reimbursement Instruction evidencing that such
amount or a portion thereof has been finally paid.

“Remaining Escrowed Funds” shall mean the Escrowed Funds less any amounts

released from the Escrowed Funds from time to time pursuant to the terms of this
Agreement plus any interest earned on the Escrowed Funds pursuant to Section 2.5.
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“Unpaid Fees, Expenses and Claims” shall mean all unpaid fees, expenses, claim(s) and

similar amounts contemplated by Section 7.4 of the Proposal ‘in respect of which the
Escrow Agent has not received Evidence of Final Payment.

All other capitalized terms not defined in this Agreement shall have the same meaning in this
Agreement as in the Purchase Agreement. '

1.2 Gender and Number.

The use of words in the singular or plur-al, or with a particular gender, shall not limit the scope or

exclude the application of any provision of this Agreement to such person or persons or
circumstances as the context otherwise permiits.

1.3  Headings.

‘Section headings contained in this Agreement are included solely for convenience, are not

intended to be full or accurate: descriptions of content and shall not be considered part of this
Agreement. S

1.4  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 in Ontario and shall be treated, in all respects, as an
Ontario contract. ‘

1.5 Currency.

All references to dollar amounts in this Agreement and in any notice delivered pursuant to the
terms of this Agreement are to Canadian currency. ’

1.6  Severability

If, in any jurisdiction, any provision of this Agreement or its application to any party or
circumstance is restricted, -prohibited or unenforceable, such provision shall, as to such
jurisdiction, be ineffective only to the extent of such restriction, prohibition or unenforceability

without invalidating the remaining provisions of this Agreement and without affecting the
validity or enforceability of such provision in any other jurisdiction or without affecting its
application to other parties or circumstances.

1.7 Time

Time is of the essence in the performance of the Parties’ respective obligations.

40232207.3

TRADEMARK
REEL: 003526 FRAME: 0731



Agreement.

2.3 Acknowledgment of Escrow Agént.

24 Escrowed Funds as Security for Purchaser’

earing bank account specified by the
gent shall be Tesponsible only for interest actually eamed ang
und

1 $ and shall not be required to achieve any Specific, or any,
Tate of interest thereon, Any interest earned on the Escrowed Funds shall be added to the
Escrowed Funds and paid out in accordance with this Agreement,
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ARTICLE 3
RELEASE OF THE ESCROW FUNDS

3.1 Release Upon Reimbursement Instruction

Uﬁoﬁ its receipt from the Purchaser of written confirmation that the Purchaser has paid any
Unpaid Administrative Fees and Expenses,

Crown Claims, Employee Claims, Levy, or Post

Filing' Goods and Services, and that the Purchaser requires immediate reimbursement from the

Escrow Agent of some or all of such amounts (a “Reimbursement Instruction”), the Escrow
Agent shall pay to the Purchaser out of the Escrowed Funds the amount specified (the “Payment

Amount”) in such Reimbursement Instructions, by wire transfer of immediately available funds
in accordance with the payment instructions set out in any such instruction.

3.2 Contents of Reimbursement Instruétion.

Any Reimbursement Instruction provided to the Escrow Agent by the Purchaser pursuant to

Section 3.1 above shall be delivered in accordance with Section 7.2 hereof and shall state as
follows: ' ’

(@) that the Purchaser is entitled to reimbursement in accordance with Section 7.4 of
the Proposal; '

(b)  the particulars of the amount paid by the Purchaser in respect of which
reimbursement is claimed, including evidence satisfactory to the Escrow Agent,

acting reasonably, that the amount so paid falls within the matters contemplated
by Section: 7.4 of the Proposal;

(c) the Payment Amount;

(d) all necessary information to effect a wire transfer of the Payment Amount to the
Purchaser; and

(e) the date upon which the Escrow Agent.is to effect payment of the Payment
Amount. ‘ :

3.3 Release of Escrowed F\inds to Purchaser.

(a) The Escrow Agent shall release to the Purchaser on May ¢ 2007 (the “Automatic

Release Date”) by wire transfer of immediately available funds to an account or
accounts designated by the Purchaser in writing the amount, if any, by which the

amount of Remaining Escrowed Funds on such date exceeds the Cumulative
Expected Amount as of such date.

(b) At any time after the Automatic Release Date, on the date when the Cumulative
Expected Amount equals zero, the Escrow Agent shall release to Purchaser by
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wire transfer of immediately available funds to an account specified by the
Vendor in writing the amount, if any, of the Remaining Escrowed Funds.

3.4  Disagreements / Direction from Court

(@ In the event that any disagreement or dispute arises between the Purchaser and
any third party in respect of payment of the Escrowed Funds, whether on not
litigation has been instituted and at the Escrow Agent’s option, the Escrow Agent
may pay some or all of the Remaining Escrowed Funds into Court in a manner
permitted by the BIA and in accordance with the Rules of Civil Procedure
(Ontario) and upon so doing shall be released from any and all liability under this
Agreement or in connection with the Escrowed Funds.

(b) In the event that for any reason the Escrow Agent desires to obtain further
direction from the Court in connection with the Proposal or any other matter
contemplated by this Agreement, including, without limitation, in the event that
the Escrowed Funds are not sufficient for the purposes contemplated by this
Agreement, the Escrow Agent shall be entitled to do so and to rely on any such
direction received from the Court in fulfilling its duties hereunder.

3.5 Termination

This Agreement will be terminated automatically upon the earlier of (i) the date on which the
Escrow Agent ceases to hold any Remaining Escrowed Funds; and (i) November ¢, 2007. In the
event that clause (ii) of the immediately preceding sentence applies, upon payment to the Escrow
Agent by the Purchaser of all outstanding fees pursuant to Section 4.2 hereof, the Escrow Agent
shall transfer and deliver to the Purchaser the remaining Escrowed Funds and all books, records,

documents and other material in the possession of the Escrow Agent relating to the Escrowed
Funds. :

ARTICLE 4
THE ESCROW AGENT

4.1 Reliance on Instruments.

The Escrow Agent shall be fully protected in acting upon any instrument, certificate or paper in
good faith believed by it to be genuine and signed by the proper person or persons, and the
Escrow Agent shall be under no duty to make investigations or inquiry as to any statement

contained in any such writing but may accept the same as conclusive evidence of the truth and
accuracy of the statements therein contained.

4.2 Fees and Expenses.

The Purchaser agrees to reimburse the Escrow Agent for all fees, out-of-pocket costs, charges
and expenses, including all legal fees and disbursements incurred by the Escrow Agent (the
“Escrow Expenses”) in connection with its services pursuant to the provisions of this
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Agreement. The Purchaser further agrees that the Escrow Agent may withdraw from the

Escrowed Funds and pay to itself the full amount of any Escrow Expenses which are not
promptly reimbursed by the Purchaser. '

4.3 Counsel.

The Escrow Agent may employ such counsel and advisors as it may reasonably require for the

purpose of discharging its duties under this Agreement and the Escrow Agent may act and shall

be protected in acting in good faith on the opinion or advice of or information obtained from any

such counsel or advisor in relation to any matter arising under this Agreement.

ARTICLE 5
LIABILITY AND INDEMNIFICATION

5.1 Liabilities and Duties.

The Escrow Agent shall have no obligations, duties or responsibilities except as expressly set
forth in this Agreement and shall have no liability or responsibility arising under any other

agreement, including any other agreement referred to in this Agreement to which the Escrow
Agent is not a party.

5.2 Indemnification of the Escrow Agent.

The Purchaser shall indemnify the Escrow Agent from, and hold it harmless against, any claim,
demand, suit, loss, liability, damage, obligation, payment, cost, expense and accrued interest
thereon (including, without limitation, the costs and expenses of, and accrued interest in respect

of, any and all actions, suits, proceedings, assessments, judgements, settlements and
compromises relating thereto and reasonable lawyers’ fees and expenses in connection therewith
and including any claim made as a result of the fact that the Escrowed Funds are not sufficient
for the purposes contemplated by this Agreement) (collectively, an “Indemnifiable Loss”)
incurred or suffered by it arising out of or in connection with the performance of its obligations
under this Agreement so long as such Indemnifiable Loss does not arise as a result of the gross

negligence or wilful misconduct of the Escrow Agent or a breach by the Escrow Agent of any
other provision of this Agreement.

ARTICLE 6
AMENDMENT AND TERMINATION OF AGREEMENT

- 6.1  Amendment of Agreement.

This Agreement may be amended from time to time, in whole or in part, by an instrument in
writing executed by the Purchaser and the Vendor and by notice thereof to the Escrow Agent in
accordance with Section 7.2 hereof, provided that no amendment to this Agreement which would
materially affect the rights, duties, responsibilities or obligations of the Escrow: Agent under this
Agreement shall bind the Escrow Agent without the written consent of the Escrow Agent.
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1 6.2 Survival.

The provisions of Section 5.2 shall survive the termination of this Agreement and shall continue
in full force and effect indefinitely. ' '

6.3  Resignation or Removal of Escrow Agent.

The Escrow Agent may resign its position and be discharged from all further duties under this

Agreement upon at least 10 days’ written notice to the Purchaser in accordance with Section 7.2

hereof or such shorter notice as the Purchaser may accept as sufficient. The Purchaser shall have
the right at any time, upon at least 10 days’ written notice to the Escrow Agent, in accordance.
with Section 7.2 hereof, to remove the Escrow Agent and to appoint a new escrow agent of the
Escrowed. Funds. In the event of the Tesignation or removal of the Escrow Agent, the Purchaser
shall forthwith appoint a new. escrow: agent of the Escrowed Funds acceptable to it and shall give
written notice of such appointment to. the Escrow Agent in accordance with Section: 7.2 hereof.

Upon receipt of the notice mentioned in the preceding sentence, and payment to the Escrow

Agent by the Purchaser of all outstanding fees pursuant to Section 4.2 hereof in.the case of the

-removal of the Escrow Agent pursuant to this Section 6.3, the Escrow. Agent shall transfer and
.deliver to the new escrow agent the: Remaining Escrowed Funds and all books, records,
documents and other material, in the possession of the Escrow Agent relating to the Escrowed
Funds. On any appointment of a new escrow agent pursuant to this Section 6.3, such new escrow
agent shall be vested with the same powers, rights, duties and responsibilities and shall be

subject to removal as escrow agent hereunder as if it had been originally named herein as the
Escrow Agent without any further assurance, conveyance, act or deed. '

6.4 Waiver.

Except as expressly provided in this Agreemeht, no waiver 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 constitute a waiver-of any other provision nor shall any waiver of any provision

of this Agreement constitute a continuing waiver unless otherwise expressly provided.

ARTICLE 7
GENERAL

7.1 Assignment.

This Agreement and all of the provisions of this Agreement shall be binding upon and enure to

the benefit of the parties and their respective successors and permitted assigns. Neither this

Agreement nor any of the nghts, interests or obligations under this Agreement shall be assigned
by any party without the prior written

consents of the other parties, which consents shall not be
unreasonably withheld provided that n

o such assignment shall relieve or discharge the assigning
party from any of its obligations under this Agreement.
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| Business Day next following such day.

7.2  Notice.

Any notice or other communication or writing required or permitted to be given under this

Agreement or for the purposes of this Agreement (a “notice”) sh.

all be sufficiently given if
delivered personally or if transmitted by facsimile transmission (with original to follow by mail)
to: - : '

(a)  If to the Purchaser, to:

Millenium Biologix Techndlogies Inc.
785 Midpark Drive
" Kingston, ON K7M 7G3

Facsimile No.: (613) 389-6625
Attention:  Brian Fielding
() Ifto the Vendor, to:

Millenium Biologix Inc.
785 Midpark Drive
Kingston, ON K7M 7G3

Facsimile No.: (613) 389-6625
Attention: Brian Fielding
(c)  Iftothe Escrow Agent, to:

Ernst & Young Inc.

100 Queen Street, Suite 1600
Ottawa, ON KI1P 1K1

Facsimile No.: (613) 232-5324
Attention: Greg Adams

or at such other address as the party to whom such notice is to be given shall have last notified

the party giving the same in the manner provided in this Section. Any notice so delivered shall be
deemed to have been .given and received on the day it is so delivered at such address, provided
that if such day is not a Business Day then the notice shall be deemed to have been given and

received on the Business Day next following the day it is so delivered. Any notice so transmitted
by facsimile transmission shall be deemed to have been given and received on the day of its
confirmed transmission (as confirmed by the transmitting medium), provided that if such day is
not 2 Business Day then the notice shall be deemed to have been given and received on the
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73  Counterparts.

This Agreement may be executed in two or more counterparts, each of which shall be deemed an

original, but all of which together shall constitute one and the same instrument.

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

MILLENIUM BIOLOGIX TECHNOLOGIES
INC.

By:
Name:
Title:

By:
Name:
Title:

MILLENTUM BIOLOGIX INC.

By:

Name: Brian Fielding
Title: Authorized Signatory

ERNST & YOUNG INC., solely in its capacity as
Proposal Trustee of Millenium Biologix Inc. and
not in its personal capacity

By:
Name:
Title:
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CANADA
Province of Ontario

ESTATE NO. 33-163313
COURT FILE NO.: 163313

ONTARIO
SUPERIOR COURT OF JUSTICE
IN BANKRUPTCY AND INSOLVENCY

THE HONOURABLE

FRIDAY THE 1772 DAY

N

JUSTICE frAwvEr ) OF NOVEMBER, 2006

IN THE MATTER OF THE PROPOSAL OF

- MILLENIUM BIOLOGIX INC. '
OF THE CITY OF KINGSTON
IN THE PROVINCE OF ONTARIO

AND IN THE MATTER OF A PROPOSED
PLAN OF ARRANGEMENT INVOLVING

MILLENIUM BIOLOGIX AND 2052128
ONTARIO INC.

ORDER

THIS MOTION ﬁade by Emnst & Young Inc. (the “Tfustee”) for approval of a Proposal
made by Millenium Biologix Inc. (“MBI”) on October 18, 2006 (the “Proposal”) and orders

concerning several associated matters was heard this day at Ottawa.

ON READING the Notice of Motion dated November 10, 2006 and the affidavit of

Gregory Adams and the report of the Trustee filed on the motion, and on hearing the submissions
of counsel for the Trustee: |

1. THIS COURT ORDERS that effective immediately prior to the completion of the

financing transaction by MBI as contemplated by the Proposal, the Proposal is approved
in accordance with the Bankruptcy and Insolvency Act.
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THIS COURT ORDERS that the plan of arrangement proposed by MBI and adopted by
the sole shareholder of MBL, attached hereto as Schedule “A” (the “Plan”) be and is

hereby approved pursuant to paragraph 182(5)(f) of the Ontario Business Corporations
Act (the “OBCA”).

THIS COURT ORDERS that MBI may amalgamate with 2052128 Ontario. Inc. in

accordance with the terms of the Plan notwithstanding the provisions of section 178 of
the OBCA.

THIS COURT ORDERS that a trust shall be established in accordance with the terms of

the draft Escrow Agreement between MBI, Millenium Biologix Technologies Inc.
(“MBTI”) and the Trustee, attached hereto as Schedule “B”.

THIS COURT ORDERS that, subject to the terms of the trust established in accordance
with paragraph 4 hereof, and effective immediately prior to the completion of the
financing transaction bbeZBI as contemplated by the Proposal, all assets of MBI (the
“Assets”) and all liabilities of MBI (the “] jabilities”) which Assets and Liabilities, for
greater certainty, shall not include the tax aftributes of MBY], shail vest in MBTI and MBI

shall be fully and completely released from all such Liabilities, notwithstanding:

(8 the provisions of any agreement or le gislétion limiting or preventing the

assignment or limiting or preventing the transfer of any part of the Assets and
Liabilities; ‘

(b)  the right of any person to notice of, or consent to, the transfer of the Assets and
Liabilities; '

(c) = the provisions of the Bulk Sales Act (Ontario) or any applicable bulk sales
legislation in any jurisdiction in which the Assets and Liabilities are situated; and

(@  the provisions of Part V of the Personal Property Security Act (Ontario) or any

similar legislation in any other jurisdictions in which the Assets and Liabilities are
situated. ’

THIS COURT HEREBY REQUESTS the aid and recognition of any court, tribunal,
regulatory or administrative body having jurisdiction in Canada or in Switzerland to give
effect to this Order and to assist MBI and the Trustee in carrying out the terms of this
Order. All courts, tribunals, regulatory and administrative bodies are hereby respectfully
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requested to make such orders and to provide such assistance to MBI and the Trustee, as
an officer of this Court, as may be necessary or desirable to give effect to this Order or to
assist MBI and the Trustee and its agents in carrying out the terms of this Order.

/ %
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Schedule “A”

PLAN OF ARRANGEMENT
UNDER SECTION 182
OF THE ONTARIO BUSINESS CORPORATIONS ACT

ARTICLE 1

INTERPRETATION
1.1 Definitions

In this Plan of Arrangement, unless there is something in the subject matter or
context inconsistent therewith, the following terms shall have the respective meanings set out
below and grammatical variations of such terms shall have corresponding meanings:

“Act” means the Bankruptcy and Insolvency Act, R.S.C., 1985, ¢.B-3 as amended from
time to time.

“Administrative Fees and Expenses” means the proper fees and expenses of the
Proposal Trustee, as well as the legal fees and disbursements of MBI and 205 and of the
Proposal Trustee, on or incidental to the NOI and the Proposal, the negotiations in
connection with the preparation of the Proposal and any subsequent Proposals, and the

proceedings arising out of the Proposal and any subsequent Proposals including advice to
MBI, Post-Amalgamation MBI or 205.

“Affected Claims” means the Claims of Secured Creditors, Preferred Creditors and
Unsecured Creditors.

«Affected Creditors” means those creditors holding Affected Claims

“Arrangement” means an arrangement under section 182 of the OBCA on the terms and
subject to the conditions set out in this Plan of Arrangement, subject to any amendments

or variations thereto made in accordance with Article 4 or made at the direction of the
Court in the Order.

“Articles of Arrangement” means the articles of arrangement of MBI in respect of the

Arrangement that are required by the OBCA to be sent to the Director after the Order is
made.

«Certificate” means the certificate of arrangement giving effect to the Arrangement,

issued pursuant to subsection 183(2) of the OBCA after the Articles of Arrangement have
been filed; _

“Certificate of Full Performance” means the certificate completed by the Proposal
Trustee pursuant to Section 65.3 of the Act.

“Claims” means any right or claim, of any person against MB], in connection with any
indebtedness, liability, action, cause of action, suit, debt due, account, bond, covenant,
contract, counterclaim, demand, claim, right and obligation of any nature whatsoever,
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whether liquidated, un-liquidated, fixed, contingent, matured, legal, equitable, secufed,
present, future, known or unknown, and whether by guarantee, surety or otherwise in any
way, and whether in whole or in part, incurred or arising or relating to the period prior to

or existing on the NOI Date with respect to any matter, action, cause or chose in action,

whether existing at present or commenced in the future based in whole or in part on facts,

events or matters which exist, or occurred, on or before the NOI Date, including all

claims in respect to the costs of remedying any environmental condition or damage
effecting real property and Severance Claims.

“Conveyance Agreement” means an agreement between Post-Amalgamation MBI and

MBTI whereby MBTI acquires the MBI Assets in consideration of assuming all the MBI -
Liabilities.

“Court” means the Ontario Superior Court of Justice, in Bankruptcy and Insolvency.

“Crown Claims” means claims of Her Majesty in Right of Canada or any Province of

Canada as defined in s. 60(1.1) of the Act, for which the Crown has priority or preference
to the claims of Unsecured Creditors.

«Director” means the Director appointed pursuant to section 278 of the OBCA;

“Director Claims” means claims against directors of MBI that arose before the NOI
Date and that relate to the obligations of MBI for which the directors are by law liable in
their capacity as directors for the payment of such obligations. Director Claims do not
include claims. that (2) relate to contractual rights of one or more creditors arising from
contracts with one or more directors; or (b) are based on allegations of misrepresentation
made by directors to creditors or of wrongful or oppressive conduct by directors.

«“Effective Date” means the date shown on the Certificate;
. “Effective Time” means 12:01 a.m. (Toronto time) on the Effective Date;

“Employee Claims” means claims of employees or former employees for amounts
equal to the amounts that they would be qualified to receive under section 136(1)(d) of
the Act if MBI became bankrupt on the NOI Date, as well as wages, salaries,
commissions or compensation for services rendered after that date and before Court
approval of this Proposal, together with, in the case of travelling salesmen, disbursements
properly incurred by those salesmen in and about the bankrupt's business during the same
period. For greater certainty, Employee Claims do not include any amounts claimed by
employees or former employees on account of Severance Claims.

“Escrow Agreement” means the €SCrow agreemént to be entered into by Post-
Amalgamation MBI, MBTI and the Proposal Trustee. '

«Levy” means the levy imposed by the Superintendent of Bankruptcy under the Act.

“MBC” means Millenium Biologix Corporation, the parent company and sole
shareholder of MBL
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“MBI” means Millenium Biologix Inc.

“MBI Assets” means the assets, property and undertaking of Post-Amalgamation MBI
on the Proposal Implementation Date including the proceeds from a proposed financing

transaction involving Insignia Energy Inc. less the Trust, excluding Post-Amalgamation
MBF’s tax losses.

“MBI Liabilities” means Claims of Affected Creditors against MBI that are provable
under the Act.

“MBTI” means Millenium Biologix Technologies Inc., a wholly-owned subsidiary of
MBC.

“NOI” means the Notice of Intention to Make a Proposal filed by MBI on October 6,
2006. '

“NOI Date” means October 6, 2006.

“OBCA” means the Ontario Business Corporations Act as now in effect and as may be
amended from time to time prior to the Effective Date;

«Order” means the order of the Court approving the Arrangement as such order may be

amended by the Court at any time prior to the Effective Date or, if appealed, then, unless
such appeal is withdrawn or denied, as affirmed; '

“Post-Amalgamation MBI” means MBI subsequent to its amalgamation with 205128
Ontario Inc.

«Post-Filing Goods and Services” means, in respect of the Proposal, the goods supplied,
services rendered and other consideration given to MBI with the approval of MBI or
Post-Amalgamation MBI after the NOI Date but excludes Employee Claims.

«preferred Creditors” means persons entitled to a claim under section 136(1) of the
Act, excluding the Proposal Trustee’s fees and disbursements.

“Proposal” means the Proposal dated October 18, 2006 made by MBL
“Proposal Date” means the date the Proposal is filed.

“Proposal Implementation Date” means the business day on which the Proposal

becomes effective and binding and is the day that the Certificate of Full Performance is
completed. ' ’ ' -

““Proposal Trustee” means Emst & Young Inc.

“Secured Creditors” means secured creditors as defined in the Act who have provable
claims against MBL

40232291.3

TRADEMARK
REEL: 003526 FRAME: 0745



1.2

“Severance Claims” means any and all claims to which the Company is or will be
subject for damages, severance entitlements or termination entitlements arising from or
under (a) the Ontario Employment Standards Act or any other applicable statute, (b)
common law, and/or (c) any express or implied agreement which claims are as a result of;
(1) the termination by MBI, on or before October 29, 2006, of any person’s employment
or (2) temporary lay-off by MBI, on or before October 29, 2006, of any employee who is

not subsequently called back, or recalled, to work within the time prescribed by the
Ontario Employment Standards Act.

“Trust” means the fund established pursuant to the Escrow Agreement to pay unpaid
Administrative Fees and Expenses, Crown Claims, Employee Claims, Levy, if any, and

Post-Filing Goods and Services. The Trust will be held by the Proposal Trustee under the
Escrow Agreement.

«205” means 2052128 Ontario Inc. the wholly owned subsidiary of MBL

«Unsecured Creditors” means those persons with claims that are provable pursuant to
the Act in respect of (i) debts and liabilities present or future, including contingent
claims, to which the Company is subject as of the NOI Date, or to which it may become
subject before its discharge by reason of any obligations incurred before the NOI Date;
(i1) Severance Claims; and (iii) Director Claims, except for those claims:

. that are Claims by Preferred Creditors;

that are Claims that are Administrative Fees and Expenses;

. that are Crown Claims;
. that are Employee Claims
. that are Claims by Secured Creditors.

Sections and Headings

The division of this Plan of Arrangement into sections and the insertion of

headings are for reference purposes only and shall not affect the interpretation of this Plan of
Arrangement. Unless otherwise indicated, any reference in this Plan of Arrangement to a section
or an exhibit refers to the specified section of or exhibit to this Plan of Arrangement.

13

Number, Gender and Persons

In this Plan of Arrangement, unless the context otherwise requires, words

importing the singular number include the plural and vice versa and words importing any gender
include all genders.
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2.1

ARTICLE 2
ARRANGEMENT

Binding Effect

This Plan of Arrangement will become effective at, and be binding at and after,

the Effective Time on (1) Post-Amalgamation MBI, (i1) MBC, and (iii) all Affected Creditors.

2.2

Arrangement

Commencing at the Effective Time, the following shall occur and shall be deemed

to occur in the following order without any further act or formality:

(@)

(b)

(©)

(d)

40232291.3

There will be added to the articles of MBI provisions in respect of non-voting
common shares and common shares as set out in Schedule A attached hereto;

The issued and outstanding common shares of MBI shall be reorganized by
changing each issued and outstanding common share of MBL together with the
rights and privileges attaching to each such common share, into one hundred
(100) issued and outstanding common shares of MBI so that, for greater certainty,

the number of issued and outstanding common shares of MBI shall have been
increased by one hundred (100) times; '

MBI and 205 will be amalgamated and contimied under the OBCA to form Post-
Amalgamation MBI, in respect of which the name, the address of the registered
office, the minimum and maximum number of directors, the name, address for
service and residence of the directors, the names and Ontario corporation numbers
of the amalgamating corporations, any restrictions on business, the classes and
any maximum number of shares that the corporation is authorized to issue, the

restrictions on transfer and other provisions, shall be as set out in Schedule B
attached hereto;

Post-Amalgamation MBI shall transfer all of the MBI Assets and ail of the MBI
' Liabilities to MBTI, notwithstanding:

@) the provisions of any agreement or legislation limiting or preventing the

assignment or limiting or preventing the transfer of any part of the Assets
and Liabilities; '

(i)  the right of any person to notice of, or consent to, the transfer of the Assets.
: . and Liabilities;

(iii) the provisions of the Bulk Sales Act (Ontario) or any applicable bulk sales

legislation in any jurisdiction in which the Assets and Liabilities are
situated; and
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(iv)  the provisions of Part V of the Personal Property Security Act (Ontario) or

any similar legislation in any other jurisdictions in which the MBI Assets
and the MBI Liabilities are situated;

(¢)  Post-Amalgamation MBI shall be entitled to issue its securities to one or more
investors for cash proceeds; and

63 The Trust shall be established upon Post-Amalgamation MBI issuing and
depositing with the Proposal Trustee in its capacity as escrow agent under the

Escrow Agreement $685,000 to be held and disbursed in accordance with the
terms of the Escrow Agreement.

ARTICLE 3
AMENDMENTS

31 Amendments to Plan of Arrangement

MBI reserves the right to amend, modify and/or supplement this Plan of
Arrangement at any time and from time to time prior to the Effective Date, provided that each

such amendment, modification and/or supplement must be (i) set out in writing, (ii) approved by
MBC, and (iii) filed with the Court.

Any amendment, modification or sﬁpplement to this Plan of Arrangement may be
! made following the Effective Date unilaterally by MBI, provided that it concerns a matter which,

in the reasonable opinion of MBY, is of an administrative nature required to better give effect to
the implementation of this Plan of Arrangement.

ARTICLE 4
FURTHER ASSURANCES

; 4.1 Notwithstanding that the transactions and events set out herein shall occur and be
deemed to occur in the order set out in this Plan of Arrangement without any further act or
formality, each of MBC, MBI and 205, shall make, do and execute, or cause to be made, done
and executed, all such further acts, deeds, agreements, transfers, assurances, instruments or

documents as may reasonably be required by any of them in order further to document or
evidence any of the transactions or events set out herein.
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2.

Schedule A

1A

1. To create an unlimited number of non-voting common shares with the following rights,
privileges, restrictions and conditions:

The holders of Common Non-Voting Shares shall be entitled to receive notice of and to
attend any meeting of the shareholders of the Corporation (other than meetings of a class
or series of shares of the Corporation other than the Common Non-Voting Shares as such)
provided that, except as required by law, the holders of the Common Non-Voting Shares
shall not be entitled as such to vote at any meeting of the shareholders of the Corporation.
The holders of the Common Non-Voting Shares shall be entitled to receive all
informational documents and other communications:

(@) required to be sent to the holders of Common Shares by applicable law or by any
stock exchange on which the Common Shares of the Corporation are listed; and

(b) voluntarily sent by the Corporation to the holders of Common Shares in
connection with any meeting of shareholders.

The holders of Common Non-Voting Shares shall be entitled to receive dividends as and
when declared by the Board of Directors of the Corporation on the Common Non-Voting
Shares as a class, subject to prior satisfaction of all preferential rights to dividends
attached to shares of other classes of shares of the Corporation ranking in priority to the
Common Non-Voting Shares in respect of dividends, provided that no dividend may be
declared in tespect of, or any other benefit conferred upon the holders of, Common Shares

unless concurrently therewith the same dividend in respect of, or the same benefit is

conferred upon the holders of, Common Non-Voting Shares.

The holders of Common Non-Voting Shares shall be entitled, in the event of any
liquidation, dissolution or winding up of the Corporation, whether voluntary or
involuntary, or any other distribution of the assets of the Corporation among its
shareholders for the purpose of winding up its affairs, and subject to prior satisfaction of
all preferential rights to return of capital on dissolution attached to all shares of other
classes of shares of the Corporation ranking in priority to the Common Non-Voting
Shares in respect of return of capital on dissolution, to share rateably, together with the
holders of Common Shares and of shares of any other class of shares of the Corporation
ranking equally with the Common Non-Voting Shares in respect of return of capital on
dissolution, in such assets of the Corporation as are available for distribution.

For the purposes of these provisions:

(a) "business day" means a day on which securities may be traded on the floor of the

Toronto Stock Exchange or any other stock exchange on which the Common
Shares are then listed;
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2A

(b)  "Offer" means an offer to purchase Common Shares (or an acceptance of an offer
to sell Common Shares) which must, by reason of applicable securities legislation
or by laws, regulations or policies of a stock exchange on which the Common
Shares are listed, be made to each holder of Common Shares whose last address

on the tecords of the Corporation is in a province or territory of Canada to which
the relevant requirement applies;

(c) = "Offer Date" means the date on which an Offer is made;

(d "Redemption Price” means the value of the consideration offered under an Offer

which, in the case of non cash consideration shail be determined solely by the
Board of Directors of the Corporation, acting reasonably; and

(e) "Redemption Period" means the period of time commencing on the seventh
business day after the Offer Date and terminating on the last date upon which
holders of Common Shares may accept the Offer.

Subject to Sections 6, 8 and 9 and applicable law, if an Offer is made, each outstanding
Common Non-Voting Share shall be redeemed by the Corporation at the Redemption
Price per Common Non-Voting Share at the option of the holder during the Redemption
Period. The redemption tight provided for in this Section 5 may be exercised by notice in
writing given to the Corporation accompanied by the share certificate or certificates
representing the Common Non-Voting Shares in respect of which the holder desires to
exercise such right of redemption, and such notice shall be executed by the holder of the
Common Non-Voting Shares registered on the books of the Corporation, or by his duly
authorized attorney, and shall specify the number of Common Non-Voting Shares which
the holder desires to have redeemed. The holder shall pay any governmental or other tax
imposed on or in respect of such redemption. Upon receipt by the Corporation of such
notice and share certificate or certificates, the Corporation shall issue or cause to be
issued a cheque for the aggregate Redemption Price to be paid to such holder (less any
tax required to be withheld) in accordance with Sections 6 and 8. If less than all of the
Common Non-Voting Shares represented by any share certificate are to be redeemed, the
holder shall be entitled to receive a new share certificate representing in the aggregate the

number of Common Non-Voting Shares tepresented by the original share certificate
which are not to be redeemed.

7. The redemption right provided for in Section 5 shall not come into effect if:

(a) one or more shareholders of the Corporation who did not make or act in concert
with the person or persons making the Offer and who, in the aggregate,
beneficially own, directly or indirectly, or exercise control or direction over, not
less than 50% of the outstanding Common Shares, determine within five business
days after the Offer Date that he or they will continue to so own Or exercise

control or direction over, in the aggregate, 50% or more of the outstanding
Common Shares;
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3A

(b) contemporaneously with the Offer, an offer is made to the holders of Common
Non-Voting Shares upon the same terms and conditions as those contained in the
Offer, including the consideration to be paid to the holders of Common Shares
and the offer is for the same percentage of Common Non-Voting Shares as the

percentage of Common Shares sought to be acquired under the Offer, excluding
in each case the number of shares then owned by the offeror;

()  the Board of Directors of the Corporation determines within five business days
after the Offer Date that the Offer is not bona fide or is made primarily for the
purpose of causing the redemption right provided for in Section 5 to come into
effect and not primarily for the purpose of acquiring Common Shares; or

(d  the Offer is not completed in accordance with its terms;

provided that:

(¢)  in the case of Section 6(a) abdve, within six business days after the Offer Date, a

cvent, not less than five business days prior to termination of the Conversion
Period;

63) in the case of Section 6(c), the Secretary of the Corporation delivers. to the
transfer agent within six business days after the Offer Date a certified copy of a
resolution of the Board of Directors of the Corporation determining that the Offer
is not bona fide or is made primarily for the purpose of causing the redemption

~ right provided for in Section 5 to come into effect and not primarily for the

purpose of acquiring the Common Shares and stating the reason for such
determination; and
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10.

11.

12.

4A

(g as soon as reasonably possible after the receipt of a certificate under Section 6(e)
or a certified copy of the resolution under Section 6(f), the Corporation shall send to
the holders of Common Non-Voting Shares notice of and a brief description of the

effect of the determination under Section (6)(a) or Section 6(c), as the case may
be.

If the events described in Sections 6(a), (b) or (c) hereof shall not have occurred within
five business days after the Offer Date, or if an amended certificate as described in
Section 6(¢) shall have been delivered, the Corporation shall send as soon as reasonably
possible to the holders of Common Non-Voting Shares a notice containing a brief
description of the rights of such holders hereunder.

The redemption of all Common Non-Voting Shares delivered to the Corporation for
redemption pursuant to Section 5 shall be subject to the provisions of this Section 8 and
the provisions of Section 9 and the Corporation shall make all arrangements necessary or
desirable to give effect to this Section 8. All Common Non-Voting Shares delivered for
redemption pursuant to Section 5 shall be redeemed subject to completion of the Offer
but no cheques representing the Redemption Price for the Common Non-Voting Shares
so redeemed shall be delivered to the holders of such Common Non-Voting Shares unless
and until the Offer is completed in accordance with its terms. Upon completion of the
Offer (the "Redemption Date"), the Corporation shall deliver to the holders entitled
thereto all moneys owing to the holders of the Common Non-Voting Shares redeemed. If
the Offer is not completed, the right provided in Section.5 shall not be effective and the
Corporation shall return or issue and deliver to the holders entitled thereto share

certificates representing Common Non-Voting Shares delivered to the Corporation
pursuant to Section 3.

Neither the Common Shares nor the Common Non-Voting Shares shall be subdivided,
consolidated, reclassified or otherwise changed unless, contemporaneously therewith, the
shares of the other of such classes are subdivided, consolidated, reclassified or otherwise
changed in the same proportion and in the same manner. '

The rights, privileges, restrictions and conditions attaching to the Common Non-Voting
Shares as a class may be added to, changed or removed but only with approval of the
holders of Common Non-Voting Shares given as herein specified.

The rights, privileges, restrictions and conditions attached to the Common Non-Voting
Shares as a class as provided herein and as may be provided from time to time may be
repealed, altered, modified, amended or amplified or otherwise varied only with the
sanction of the holders of the Common Non-Voting Shares given in such a manner as
may then be required by law, subject to a minimum requirement that such approval be
given by resolution passed by the affirmative vote of at least two thirds of the votes cast
at a meeting of holders of Common Non-Voting Shares duly called for such purpose and
held upon at least 21 days notice at which a quorum is present comprising at least two

persons holding or representing by proxy at least 20% of the outstanding Common Non-
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13.

14.

5A

- Voting Shares. If any such quorum is not present within half an hour after the time

appointed for the meeting then the meeting shall be adjourned to a date being not less
than 15 days later and at such time and place as may be appointed by the chairman and at
such meeting a quorum will consist of that number of shareholders present in person or
proxy. The formalities to be observed with respect to the giving of notice of any such
meeting or adjourned meeting and the conduct thereof shall be those which may from
time to time be prescribed in the by laws of the Corporation with respect to meetings of
shareholders. On every vote taken at every such meeting or adjourned meeting each

holder of a Common Non-Voting Share shall be entitled to one vote in respect of each
Common Non-Voting Share held.

Any cheque representing payment of the Redemption Price not presented to the
Corporation's bankers for payment, or otherwise not claimed within six years after the
Redemption Date, shall be irrevocably forfeited to the Corporation.

From and after the Redemption Date, the Common Non-Voting Shares redeemed shall
cease to be entitled to dividends, and the parties that were the holders thereof shall not be
entitled to exercise any of the rights of shareholders in respect of such redeemed shares,
unless payment of the Redemption Price shall not be duly made by the Corporation.

All Common Non-Voting Shares which are redeemed, in accordance with the rights, privileges,
restrictions and conditions attaching to the Common Non-Voting Shares, shall, subject to

applicable law, be deemed to be returned to the authorized but unissued capital of the
Corporation.

IL. To add the following rights, privileges, restrictions and conditions to the existing Common
Shares, ’

1.

* The holders of Common Shares shall be entitled to notice of|, to attend and to one votevper

share held at any meeting of the shareholders of the Corporation (other than meetings of a
class or series of shares of the Corporation other than the Common Shares as such);

The holders of Common Shares shall be entitled to receive dividends as and when
declared by Board of Directors of the Corporation on the Common Shares as a class,
subject to prior satisfaction of all preferential rights to dividends attached to all shares of

other classes of shares of the Corporation ranking in priority to the Common Shares in
respect of dividends; and :

The holders of Common Shares shall be entitled, in the event of any liquidation,
dissolution or winding-up of the Corporation, whether voluntary or involuntary, or any
other distribution of the assets of the Corporation among its shareholders for the purpose
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of winding-up its affairs, and subject to prior satisfaction of all preferential rights to
return of capital on dissolution attached to all shares of other classes of shares of the
Corporation ranking in priority to the Common Shares in respect of return of capital on
dissolution, to share rateably, together with the holders of Non Voting Common Shares
and of shares of any other class of shares of the Corporation ranking equally with the
Common Shares in respect of return of capital on dissolution, in such assets of the
Corporation as are available for distribution.
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Schedule B

1. The name of the amalgamated corporation is:
Millenium Biologix Inc.
2. The address of the registered office is:
785 Midpark Drive, Kingston, Ontario KM 7G3
3. The minimum and maximum number of directors is:
Minimum: 1; Maximum: 10

4, _The directors are:

Name Address for Service Resident Canadian (y/n)
Sydney Pugh 785 Midpark Drive Yes
Kingston, Ontario
KM 7G3
Timothy JN. Smith 785 Midpark Drive Yes
: Kingston, Ontario
K7M 7G3
Henry J. Pankratz 785 Midpark Drive Yes
Kingston, Ontario
K7™ 7G3
Enda Kenny 785 Midpark Drive No
Kingston, Ontario
K7M 7G3
Jeremy L. Curnock Cook 785 Midpark Drive No
' Kingston, Ontario
KM 7G3
402322913
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Information on amalgamating companies:

L

Names of amalgamating companies Ontario Corporation Number
Millenium Biologix Inc. 1640870
2052128 Ontario Inc. 2052128

Restrictions on business: None

Classes and any maximum number of shares that the corporation is authorized to issue:

An unlimited number of non-voting common shares with the following rights, privileges,

restrictions and conditions:

1.

The holders of Common Non-Voting Shares shall be entitled to receive notice of and to
attend any meeting of the shareholders of the Corporation (other than meetings of a class
or series of shares of the Corporation other than the Common Non-Voting Shares as such)
provided that, except as required by law, the holders of the Common Non-Voting Shares
shall not be entitled as such to vote at any meeting of the shareholders of the Corporation.
The holders of the Common Non-Voting Shares shall be entitled to receive all
informational documents and other communications:

(a)  required to be sent to the holders of Common Shares by applicable law or by any
stock exchange on which the Common Shares of the Corporation are listed; and

(b) - voluntarily sent by the Corporation to the holders of Common Shares in
connection with any meeting of shareholders.

The holders of Common Non-Voting Shares shall be entitled to receive dividends as and
when declared by the Board of Directors of the Corporation on the Common Non-Voting
Shares as a class, subject to prior satisfaction of all preferential rights to dividends
attached to shares of other classes of shares of the Corporation ranking in priority to the
Common Non-Voting Shares in respect of dividends, provided that no dividend may be
declared in respect of, or any other benefit conferred upon the holders of, Common Shares
unless concurrently therewith the same dividend in respect of, or the same benefit 1s
conferred upon the holders of, Common Non-Voting Shares.

The holders of Common Non-Voting Shares shall be entitled, in the event of any
liquidation, dissolution or winding up of the Corporation, whether voluntary or
involuntary, or any other distribution of the assets of the Corporation among its
shareholders for the purpose of winding up its affairs, and subject to prior satisfaction of
all preferential rights to return of capital on dissolution attached to all shares of other
classes of shares of the Corporation ranking in priority to the Common Non-Voting
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shares in respect of return of capital on dissolution, to share rateably, together with the
holders of Cormmon Shares and of shares of any other class of shares of the Corporation
ranking equally with the Common Non-Voting Shares in respect of return of capital on
dissolution, in such assets of the Corporation as are available for distribution.

4. For the purposes of these provisions::

(@ "business day" means a day on which securities may be traded on the floor of the

Toronto Stock Exchange or any other stock exchange on which the Common '
Shares are then listed;

(b) "Offer" means an offer to purchase Common Shares (or an acceptance of an offer
to sell Common Shares) which must, by reason of applicable securities legislation
or by laws, regulations or policies of a stock exchange on which the Common
Shares are listed, be made to each holder of Common Shares whose last address

on the records of the Corporation is in a province or territory of Canada to which
the relevant requirement applies;

(c) "Offer Date” means the date on which an Offer 1s made;

(d)  "Redemption Price” means the value of the consideration offered under an Offer
which, in the case of non cash consideration shall be determined solely by the
Board of Directors of the Corporation, acting reasonably; and

(e) "Redemption Period" means the period of time commencing on the seventh
business day after the Offer Date and terminating on the last date upon which
holders of Common Shares may accept the Offer.

5. Subject to Sections 6, 8 and 9 and applicable law, if an Offer is made, each outstanding
Common Non-Voting Share shall be redeemed by the Corporation at the Redemption
Price per Common Non-Voting Share at the option of the holder during the Redemption
Period. The redemption right provided for in this Section 5 may be exercised by notice in
writing given to the Corporation accompanied by the share certificate or certificates
representing the Common Non-Voting Shares in respect of which the holder desires to
exercise such right of redemption, and such notice shall be executed by the holder of the
Common Non-Voting Shares registered on the books of the Corporation, or by his duly
authorized attorney, and shall specify the number of Common Non-Voting Shares which
the holder desires to have redeemed. The holder shall pay any governmental or other tax
imposed on or in respect of such redemption. Upon receipt by the Corporation of such
notice and share certificate or certificates, the Corporation shall issue or cause to be
issued a cheque for the aggregate Redemption Price to be paid to such holder (less any
tax tequired to be withheld) in accordance with Sections 6 and 8. If less than all of the
Common Non-Voting Shares represented by any share certificate are to be redeemed, the
holder shall be entitled to receive a new share certificate representing in the aggregate the

number of Common Non-Voting Shares represented by the original share certificate
which are not to be redeemed. v
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6. The redemption right provided for in Section 5 shall not come into effect if:

(a)

(b)

©

(d)

(e)

40232291.3

one or more shareholders of the Corporation who did not make or act in concert
with the person or persons making the Offer and who, in the aggregate,
beneficially own, directly or indirectly, or exercise control or direction over, not
less than 50% of the outstanding Common Shares, determine within five business
days after the Offer Date that he or they will continue to so own or exercise

control or direction over, in the aggregate, 50% or more of the outstanding
Common Shares;

contemporaneously with the Offer, an offer is made to the holders of Common
Non-Voting Shares upon the same terms and conditions as those contained in the
Offer, including the consideration to be paid to the holders of Common Shares
and the offer is for the same percentage of Common Non-Voting Shares as the

percentage of Common Shares sought to be acquired under the Offer, excluding
in each case the number of shares then owned by the offeror;

the Board of Directors of the Corporation determines within five business days
after the Offer Date that the Offer is not bona fide or is made primarily for the
purpose of causing the redemption right provided for in Section 5 to come into
effect and not primarily for the purpose of acquiring Common Shares; or

the Offer is not completed in accordance with its terms;

provided that:

in the case of Section 6(a) above, within six business days after the Offer Date, a
certificate signed by or on behalf of the one or more shareholders of the
Corporation is delivered to the Secretary of the Corporation confirming that: (A)
such shareholders did not make or act in concert with the person or persons
making the Offer; (B) such shareholders beneficially own, directly or indirectly,
or exercise control or direction over in the aggregate not less than 50% of the
outstanding Common Shares; and (C) such shareholders have determined that
they will not accept the Offer and provided further that upon any variation of the
Offer, including an increase in price, such shareholders of the Corporation shall
be deemed not to have accepted the Offer as varied and the certificate delivered -
by or on behalf of them as described above shall be deemed to continue to apply
and no further certificate need be filed for purposes of these provisions unless and
until one or more of such shareholders determine to accept the Offer as varied and
the result of such acceptance would be to reduce the aggregate holdings of the
remaining shareholders who delivered such certificate to less than 50% of the
outstanding Common Shares in which case a certificate to that effect signed by or
on behalf of such shareholders would determine to accept the Offer as varied shall
be delivered to the Corporation forthwith after such determination and, in any
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event, not less than five business days prior to termination of the Conversion
Period;

® in the case of Section 6(c), the Secretary of the Corporation delivers to the
transfer agent within six business days after the Offer Date a certified copy of a
resolution of the Board of Directors of the Corporation determining that the Offer
is not bona fide or is made primarily for the purpose of causing the redemption
right provided for in Section 5 to come into effect and not primarily for the
purpose of acquiring the Commeon Shares and stating the reason for such

determination; and

(@  assoon as reasonably possible after the receipt of a certificate under Section 6(¢)
or a certified copy of the resolution under Section 6(f), the Corporation shall send to
the holders of Common Non-Voting Shares notice of and a brief description of the
effect of the determination under Section (6)(a) or Section 6(c), as the case may
be.

7. If the events described in Sections 6(a), (b) or (c) hereof shall not have occurred within
five business days after the Offer Date, or if an amended certificate as described in
Section 6(¢) shall have been delivered, the Corporation shall send as soon as reasonably
possible to the holders of Common Non-Voting Shares a notice containing a brief
description of the rights of such holders hereunder.

8. The redemption of all Common Non-Voting Shares delivered to the Corporation for
redemption pursuant to Section 5 shall be subject to the provisions of this Section 8 and
the provisions of Section 9 and the Corporation shall make all arrangements necessary or -
desirable to give effect to this Section 8. All Common Non-Voting Shares delivered for
redemption pursuant to Section 5 shall be redeemed subject to completion of the Offer
but no cheques representing the Redemption Price for the Common Non-Voting Shares
so redeemed shall be delivered to the holders of such Common Non-Voting Shares unless
and until the Offer is completed in accordance with its terms. Upon completion of the
Offer (the "Redemption Date"), the Corporation shall deliver to the holders entitled
thereto all moneys owing to the holders of the Common Non-Voting Shares redeemed. If
the Offer is not completed, the right provided in Section 5 shall not be effective and the
Corporation shall return or issue and deliver to the holders entitled thereto share
certificates representing Common Non-Voting Shares delivered to the Corporation

- pursuant to Section 5. ' :

9. Neither the Common Shares nor the Common Non-Voting Shares shall be subdivided,
consolidated, reclassified or otherwise changed unless, contemporaneously therewith, the
shares of the other of such classes are subdivided, consolidated, reclassified or otherwise
changed in the same proportion and in the same manner.

10.  The rights, privileges, restrictions and conditions attaching to the Common Non-Voting
Shares as a class may be added to, changed or removed but only with approval of the
holders of Common Non-Voting Shares given as herein specified.
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12.

13.

The rights, privileges, restrictions and conditions attached to the Common Non-Voting
Shares as a class as provided herein and as may be provided from time to time may be
repealed, altered, modified, amended or amplified or otherwise varied only with the
sanction of the holders of the Common Non-Voting Shares given in such a manner as
may then be required by law, subject to a minimum requirement that such approval be
given by resolution passed by the affirmative vote of at least two thirds of the votes cast
at a meeting of holders of Common Non-Voting Shares duly called for such purpose and
held upon at least 21 days notice at which a quorum is present comprising at least two
persons holding or representing by proxy at least 20% of the outstanding Common Non-
Voting Shares. If any such quorum is not present within half an hour after the time
appointed for the meeting then the meeting shall be adjourned to a date being not less
than 15 days later and at such time and place as may be appointed by the chairman and at
such meeting a quorum will consist of that number of shareholders present in person or
proxy. The formalities to be observed with respect to the giving of notice of any such
meeting or adjourned meeting and the conduct thereof shall be those which may from
time to time be prescribed in the by laws of the Corporation with respect to meetings of
shareholders. On every vote taken at every such meeting or adjourned meeting each
holder of 2 Common Non-Voting Share shall be entitled to one vote in respect of each
Common Non-Voting Share held.

Any cheque representing payment of the Redemption Price not presented to the
Corporation's bankers for payment, or otherwise not claimed within six years afier the
Redemption Date, shall be irrevocably forfeited to the Corporation.

From and after the Redemption Date, the Common Non-Voting Shares redeemed shall
cease 1o be entitled to dividends, and the parties that were the holders thereof shall not be
entitled to exercise any of the rights of shareholders in respect of such redeemed shares,
unless payment of the Redemption Price shall not be duly made by the Corporation.

All Common Non-Voting Shares which are redeemed, in accordance with the rights, privileges,

 restrictions and conditions attaching to the Common Non-Voting Shares, shall, subject to

applicable law, be deemed to be returned to the authorized but unissued capital of the
Corporation.

II.

An unlimited number of Common Shares with the following rights, privileges,

restrictions and conditions:

1.

The holders of Common Shares shall be entitled to notice of; to attend and to one vote per |

share held at any meeting of the shareholders of the Corporation (other than meetings of a class
or series of shares of the Corporation other than the Common Shares as such);

2.

The holders of Common Shares shall be entitled to receive dividends as and when

declared by Board of Directors of the Corporation on the Common Shares as a class, subject to

prior satisfaction of all preferential rights to dividends attached to all shares of o

ther classes of

shares of the Corporation ranking in priority to the Common Shares in respect of dividends; and
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3. The holders of Common Shares shall be entitled, in the event of any liquidation,
dissolution or winding-up of the Corporation, whether voluntary or involuntary, or any other
distribution of the assets of the Corporation among its shareholders for the purpose of
winding-up its affairs, and subject to prior satisfaction of all preferential rights to return of
capital on dissolution attached to all shares of other classes of shares of the Corporation ranking
in priority to the Common Shares in respect of return of capital on dissolution, to share rateably,
together with the holders of Non Voting Common Shares and of shares of any other class of -
shares of the Corporation ranking equally with the Common Shares in respect of return of capital
on dissolution, in such assets of the Corporation as are available for distribution.

9. The issue, transfer or ownership of shares is restricted and the restrictions are as follows:

No securities of the Corporation, other than non-convertible debt securities, shall
be transferred without the consent of either (a) a majority of the directors of the Corporation
expressed by a resolution passed at a meeting of the board of directors or by an instrument or
instruments in writing signed by a majority of the directors; or (b) the holders of at least 51% of
the outstanding common shares of the Corporation expressed by a resolution passed at a meeting
of such shareholders or by an instrument or instruments in writing signed by the holders of at
least 51% of the outstanding common shares of the Corporation.

10.  Other provisions:

None
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Schedule “B”
ESCROW AGREEMENT

THIS ESCROW AGREEMENT (this “Agreement”) is made as of November ¢,

2006 by and among Millenium Biologix Inc. (the “Vendor™), Millenium Biologix Technologies

Inc. (the “Purchaser”), and Emst & Young Inc., solely in its capacity as Proposal Trustee of
Millenium Biologix Inc. (the “Escrow Agent”).

RECITALS

WHEREAS, the Purchaser and the Vendor have entered into an' Asset Purchase

Agreement dated as of the date hereof (the “Purchase Agreement”) in connection with the
-purchase and sale of certain assets of the Vendor; ' '

WHEREAS, pursuant to Section 6(2) of the Purchase Agreement, the parties to
 the Purchase Agreement have agreed that the Vendor shall deposit in escrow with the Escrow

Agent a certain portion of the cash assets of the Vendor pursuant to the terms of this Agreement
to be available to satisfy Unpaid Fees, Expenses and Claims (as hereinafter defined); and

WHEREAS, the foregoing recitals are made by the parties hereto other than the
Escrow Agent.

NOW THEREFORE, for good and valuable consideration the receipt and

adequacy of which are mutually admitted by each of the parties, the parties hereto agree as
follows: '

ARTICLE 1
DEFINITIONS AND PRINCIPLES OF INTERPRETATION

1.1 Deﬁhitions.

“Cumulative Expected Amount”, with respect to any date, shall mean the aggregate of
the Expected Amount of all Unpaid Fees, Expenses and Claims as at such date.

“Expected Amount”, with respect to any amount payable as contemplated by Section 7.4
of the Proposal (as hereinafier defined), shall be equal to the funds which would

reasonably be required to be paid by the Purchaser in order to satisfy any such amount, as
determined by the Purchaser acting in good faifth.

“Evidence of Final Paymeht”, with respect to any Unpaid Fees, Expenses and Claims or
any portion thereof, shall mean a Reimbursement Instruction evidencing that such
amount or a portion thereof has been finally paid.

“Remaining Escrowed Funds” shall mean the Escrowed Funds less any amounts

released from the Escrowed Funds from time to time pursuant to the terms of this -
Agreement plus any interest earned on the Escrowed Funds pursuant to Section 2.5.
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“Unpaid Fees, Expenses and Claims” shall mean all unpaid fees, expenses, claim(s) and

similar amounts contemplated by Section 7.4 of the Proposal in respect of which the
Escrow Agent has not received Evidence of Final Payment.

All other capitalized terms not defined in this Agreement shall have the same meaning in this
Agreement as in the Purchase Agreement.

12  Gender and Number.

The use of words in the singular or plural, or with a particular gender, shall not limit the scope or

exclude the application of any provision of this Agreement to such person or persons or
circumstances as the context otherwise permits. .

1.3  Headings.

‘Section headings contained in this Agreement are included solely for convenience, are not

intended to be full or accurate: descriptions of content and shall not be considered part of this
Agreement. -

1.4  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 in Ontario and shall be treated, in all respects, as an

Ontario contract.

1.5  Currency.

All references to dollar amounts in this Agreement and in any notice delivered pursuant to the
terms of this Agreement are to Canadian currency. '

1.6  Severability

If, in any jurisdiction, any provision of this Agreement or its applicatien to any party or
circumstance is restricted, prohibited or unenforceable, such provision shall, as to such.
jurisdiction, be ineffective only to the extent of such restriction, prohibition or unenforceability
without invalidating the remaining provisions of this Agreement and without affecting the

validity or enforceability of such provision in any other jurisdiction or without affecting its
application to other parties or circumstances.

1.7 Time

Time is of the essence in the performance of the Parties’ respective obligations.
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ARTICLE 2 |
APPOINTMENT OF AGENT AND DEPOSIT OF ESCROW FUNDS

2.1  Appointment of Escrow Agent.

Each of the parties to this Agreement (other than the Escrow Agent) hereby appoints Emst &

Young Inc., solely in its capacity as Proposal Trustee of Millenium Biologix Inc., to act as the

- Escrow Agent on the terms and conditions set forth in this Agreement and the Escrow Agent
hereby accepts such appointment on such terms and conditions.

2.2 Escrowed Funds.

Pursuant to Section 6(2) of the Purchase Agreement, the Vendor hereby deposits with the
Escrow Agent $685,000 (the “Escrowed Funds”) by wire transfer of immediately available
funds to the account specified by the Escrow Agent or, at the option of the Vendor, by official
bank draft drawn upon a Canadian chartered bank or by negotiable cheque payable in Canadian
finds and certified by a Canadian chartered bank or trust company. The Escrowed Funds shall be

held and released by the Escrow Agent solely in accordance with the terms and conditions of this
Agreement. |

2.3  Acknowledgment of Escrow Agent.

The Escrow Agent acknowledges the deposit of the Escrowed Funds and agrees to hold the
Escrowed Funds in accordance with the terms and conditions of this Agreement.

2.4  Escrowed Funds as Security for Purchaser’s Obligations under Certain Assumed
Liabilities.

The parties (other than the Escrow Agent) agree that the Escrowed Funds are being deposited
with the Escrow Agent to serve as security for the satisfaction, performance and observance by
the Purchaser of its obligations and liabilities in respect of certain Assumed Liabilities, being
those consisting of Unpaid Administrative Fees and Expenses, Crown Claims, Employee
Claims, Levy, if any, and Post Filing Goods and Services, as such terms are defined in the
Proposal of the Vendor dated October 18, 2006 (the “Proposal”) under Part III, Division I of the
Bankruptcy and Insolvency Act (Canada) (the “BIA”). '

2.5 Investment of Escrowed Funds.

The Escrowed Funds shall be deposited in an interest bearing bank account specified by the
Escrow Agent. The Escrow Agent shall be responsible only for interest actually earned and
received by it on the Escrowed Funds and shall not be required to achieve any specific, or any,
rate of interest thereon. Any interest earned on the Escrowed Funds shall be added to the
Escrowed Funds and paid out in accordance with this Agreement.
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ARTICLE 3
RELEASE OF THE ESCROW FUNDS

3.1  Release Upon Reimbursement Instruction

Upon its receipt from the Purchaser of written confirmation that the Purchaser has paid any
Unpaid Administrative Fees and Expenses, Crown Claims, Employee Claims, Levy, or Post
Filing Goods and Services, and that the Purchaser requires immediate reimbursement from the
Escrow Agent of some or all of such amounts (a “Reimbursement Instruction”), the Escrow
Agent shall pay to the Purchaser out of the Escrowed Funds the amount specified (the “Payment
Amount”) in such Reimbursement Tnstructions, by wire transfer of immediately available funds
in accordance with the payment instructions set out in any such instruction.

3.2 Contents of Reimbursement Instruction.

Any Reimbursement Instruction provided to the Escrow Agent by the Purchaser pursuant o

Section 3.1 above shall be delivered in accordance with Section 7.2 hereof and shall state as
follows:

(a) that the Purchaser is entitled to reimbursement in accordance with Section 7.4 of
the Proposal;

(b) the particulars of the amount paid by the Purchaser in respect of which
reimbursement is claimed, including evidence satisfactory to the Escrow Agent,

acting reasonably, that the amount so paid falls within the matters contemplated
by Section 7.4 of the Proposal;

(<) the Payment Amount;

(d) all necessary information to effect a wire transfer of the Payment Amount to the
Purchaser; and

(e) the date upon which the Escrow Agent is to effect payment of the Payment
Amount.

3.3 Release of Escrowed Funds to Purchaser.

(a) The Escrow Agent shall release to the Purchaser on May ¢, 2007 (the “Automatic

Release Date”) by wire transfer of immediately available funds to an account or
accounts designated by the Purchaser in writing the amount, if any, by which the

amount of Remaining Escrowed Funds on such date exceeds the Cumulative
Expected Amount as of such date.

(b) At any time after the Automatic Release Date, on the date when the Cumulative
Expected Amount equals zero, the Escrow Agent shall release to Purchaser by
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wire transfer of immediately available funds to an account specified by the
Vendor in writing the amount, if any, of the Remaining Escrowed Funds. -

3.4  Disagreements / Direction from Court

(@  In the event that any disagreement or dispute arises between the Purchaser and
any third party in respect of payment of the Escrowed Funds, whether on not
htlgatlon has been instituted and at the Escrow Agent’s option, the Escrow Agent
may pay some or all of the Remaining Escrowed Funds into Court in a manner
permitted by the BIA and in accordance with the Rules of Civil Procedure
(Ontario) and upon so doing shall be released from any and all liability under this
Agreement or in connection with the Escrowed Funds.

(b) In the event that for any reason the Escrow Agent desires to obtain further
direction from the Court in connection with the Proposal or any other matter
contemplated by this Agreement, including, without limitation, in the event that
the Escrowed Funds are not sufficient for the purposes contemplated by this
Agreement, the Escrow Agent shall be entitled to do so and to rely on any such
direction received from the Court in fulfilling its duties hereunder.

3.5 Termination

This Agreement will be terminated automatically upon the earlier of (i) the date on which the
Escrow Agent ceases to hold any Remaining Escrowed Funds; and (ii) November ¢, 2007. In the
event that clause (ii) of the immediately preceding sentence applies, upon payment to the Escrow
Agent by the Purchaser of all outstanding fees pursuant to Section 4.2 hereof, the Escrow Agent
shall transfer and deliver to the Purchaser the remaining Escrowed Funds and all books, records,

documents and other matenal in the possession of the Escrow Agent relating to the Escrowed
Funds.

ARTICLE 4
THE ESCROW AGENT

4.1 Reliance on Instruments.

The Escrow Agent shall be fully protected in acting upon any instrument, certificate or paper in
good faith believed by it to be genuine and signed by the proper person or persons, and the
Escrow Agent shall be under no duty to make investigations or inquiry as to any statement

contained in any such writing but may accept the same as conclusive evidence of the truth and
accuracy of the statements therein contained.

4.2  Fees and Expenses.

‘The Purchaser agrees to reimburse the Escrow Agent for all fees, out-of-pocket costs, charges

and expenses, including all legal fees and disbursements incurred by the Escrow Agent (the
“Escrow Expenses”) in connection with its services pursuant to the provisions of this
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Agreement. The Purchaser further agrees that the Escrow Agent may withdraw from the

Escrowed Funds and pay to itself the full amount of any Escrow Expenses which are not
promptly reimbursed by the Purchaser.

4.3 Counsel.

The Escrow Agent may employ such counsel and advisors as it may reasonably require for the
purpose of discharging its duties under this Agreement and the Escrow Agent may act and shall
be protected in acting in good faith on the opinion or advice of or information obtained from any
such counsel or advisor in relation to any matter arising under this Agreement.

ARTICLE 5
LIABILITY AND INDEMNIFICATION

5.1 Liabilities and Duties.

The Escrow Agent shall have no obligations, duties or responsibilities except as expressly set
forth in this Agreement and shall have no liability or responsibility arising under any other

agreement, including any other agreement referred to in this Agreement to which the Escrow
Agent is not a party.

52  Indemnification of the Escrow Agent.

The Purchaser shall indemnify the Escrow Agent from, and hold it harmless against, any claim,
demand, suit, loss, liability, damage, obligation, payment, cost, expense and accrued interest
thereon (including, without limitation, the costs and expenses of, and accrued interest in respect
of, any and all actions, suits, proceedings, assessments, judgements, settlements and
compromises relating thereto and reasonable lawyers’ fees and expenses in connection therewith
and including any claim made as a result of the fact that the Escrowed Funds are not sufficient
for the purposes contemplated by this Agreement) (collectively, an “Indemnifiable Loss”)
incurred or suffered by it arising out of or in connection with the performance of its obligations
under this Agreement so long as such Indemnifiable Loss does not arise as a result of the gross

negligence or wilful misconduct of the Escrow Agent or a breach by the Escrow Agent of any
other provision of this Agreement.

ARTICLE 6
AMENDMENT AND TERMINATION OF AGREEMENT

6.1  Amendment of Agreement.

This Agreement may be amended from time to time, in whole or in part, by an instrument in
writing executed by the Purchaser and the Vendor and by notice thereof to the Escrow Agent in
accordance with Section 7.2 hereof, provided that no amendment to this Agreement which would
materially affect the rights, duties, responsibilities or obligations of the Escrow Agent under this
Agreement shall bind the Escrow Agent without the written consent of the Escrow Agent.
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6.2 Survival.

The provisions of Section 5.2 shall survive the termination of this Agreement and shall continue
in full force and effect indefinitely. '

6.3  Resignation or Removal of Escrow Agent.

The Escrow Agent may resign its position and be discharged from all further duties under this
Agreement upon at least 10 days’ written notice to the Purchaser in accordance with Section 7.2

hereof or such shorter notice as the Purchaser may accept as sufficient. The Purchaser shall have
the right at any time, upon at least 10 days’ written notice to the Escrow Agent, in. accordance.

with Section 7.2 hereof, to remove the Escrow Agent and to appoint 2 new escrow agent of the
Escrowed Funds. In the event of the resignation or removal of the Escrow Agent, the Purchaser
shall- forthwith appoint a new escrow: agent of the Escrowed Funds acceptable to it and shall give
written notice of such appointment to. the Escrow Agent in accordance with Section 7.2 hereof.

Upon receipt of the notice mentioned in the preceding sentence, and payment.to the Escrow

Agent by the Purchaser of all outstanding fees pursuant to Section 4.2 hereof in the case of the

‘removal of the Escrow Agent pursuant to this Section 6.3, the Escrow. Agent shall transfer and
‘deliver to the new escrow agent the Remaining Escrowed Funds and all books, records,

documents and other material, in the-possession of the Escrow Agent relating to the Escrowed
Funds. On any appointment of a new escrow agent pursuant to this Section 6.3, such new escrow
agent shall be vested with the same powers, rights, duties and responsibilities and shall be

subject to removal as escrow agent hereunder as if it had been originally named herein as the
Escrow Agent without any further assurance, conveyance, act or deed.

6.4 Waiver.

Except as expressly provided in this Agreement, no waiver of this Agreement shail be binding
unless executed in writing by the party to be bound thereby. No waiver of any provision of this
Agreement shall constitute a waiver of any other provision nor shall any waiver of any provision
of this Agreement constitute a continuing waiver unless otherwise expressly provided. ‘

ARTICLE 7
GENERAL

71 Assignment.

This Agreement and all of the provisions of this Agreement shall be binding upon and enure to
the benefit of the parties and their respective successors and permitted assigns. Neither this
Agreement nor any of the rights, interests or obligations under this Agreement shall be assigned
by any party without the prior written consents of the other parties, which consents shall not be

unreasonably withheld provided that no such assignment shall relieve or discharge the assigning
party from any of its obligations under this Agreement.
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7.2 Notice.

Any notice or other communication or writing required or permitted to be given under this

Agreement or for the purposes of this Agreement (2 “notice”) shall be sufficiently given if

delivered personally or if transmitted by facsimile transmission (with original to follow by mail)
to: - '

(a) If to the Purchaser, to:

Millenium Biologix Techndlogies Inc.
785 Midpark Drive

Kingston, ON K7M 7G3

Facsimile No.: (613) 389-6625

Attention: ~ Brian Fielding
(b) If to the Vendor, to:

Millenium Biologix Inc.

785 Midpark Drive
Kingston, ON K7M 7G3

Facsimile No.: (613) 389-6625
Attention:  Brian Fielding
(c) If to the Escrow Agent, to:

Emst & Young Inc.
100 Queen Street, Suite 1600
Ottawa, ON KI1P 1K1

Facsimile No.: (613) 232-5324

Attention: Greg Adams

or at such other address as the party to whom such notice is to be given shall have last notified
the party giving the same in the manner provided in this Section. Any notice so delivered shall be
deemed to have been .given and received on the day it is so delivered at such address, provided
that if such day is not a Business Day then the notice shall be deemed to have been given and
received on the Business Day next following the day it is so delivered. Any notice so transmitted
by facsimile transmission shall be deemed to have been given and received on the day of its
confirmed transmission (as confirmed by the transmitting medium), provided that if such day is

not a Business Day then the notice shall be deemed to have been given and received on the
Business Day next following such day.

40232207.3

TRADEMARK
REEL: 003526 FRAME: 0769



PprTe———

7.3  Counterparts.

This Agreement may be executed in two or more counterparts, each of which shall be deemed an
original, but all of which together shall constitute one and the same instrument.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of

the day and year first above written.

40232207.3

MILLENIUM BIOLOGIX TECHNOLOGIES
INC.

By:

Name:
Title:

By:

Name:
Title:

MILLENIUM BIOLOGIX INC.

By:

Name: Brian Fielding
Title: Authorized Signatory

ERNST & YOUNG INC.,, solely in its capacity as
Proposal Trustee of Millenium Biologix Inc. and
not in its personal capacity

By:

Name:
Title:
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