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Ondine Biomedical Inc.
Comprehensive Valuation Report and Related Fairness Opinion

July 13, 2011

SCHEDULE 7.0 - ADJUSTED BOOK VALUE METHOD
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Ondine Biomedical Inc.
Adjusted Book Value

As At June 28, 2011 based on March 31, 2011 Financial Statements

Assets

Current Assets

Cash and Cash Equivalents
Short-Term Investments
Accounts Receivable
Inventories

Prepaid Expenses and Deposits

Capital Assets
Intangible Assets

Total Assets

Current Liabilities

Accounts Payable and Accruals

Deposit Payable

Income Taxes Payable

Current Portion of Deferred Tenant Inducement
Loan Payable

Deferred Revenue

Future Income Tax

Deferred Tax Liabilities
Deferred Tenant Inducement

Assets Less Liabilities

Stub Period Net Income
Present Value of Public Company Fees
Tax Loss Carryforwards

Bouk Value

$611,200 $611,200 £611,200
50 50 50
$149,218 $149.218 $149,218
261,082 §261,082 261,082
$223,182 $223,182 $£223,182
51,244,682 51,244,682 51,244,682
§422,766 $422,766 $422,766
8377518 $5,145 482 $5,636,482 §5,523,0000 56,014,000
52,044,966 57,190,448 57,681,448
51,372,754 $1,372,754 $1,372,754
$128,060 $128,060 F128,060
$3,876 $3,876 S3,876
$6,211 -56,211 -56,211 S0 50
51,006,250 F1,500,000 51,500,000 §2,506,250 $2,506,250
$63,024 $63,024 $63,024
S0 30 30
$2,580,175 54,073,964 54,073,964
kL A30 $1,430 $1.430
§140,026 -5140.026 -5140,026 50 50
-$675,235 $3,116,484 $3,607,484
5095601 -5995,601
-51,400,000 -51,400,000
51,529,706 51,720,919

| Evans & Evans has assumed the fair market value of the capital assets is equal to their book value,

2 Evans & Evans has adjusted the book value of the intangible assets to their fair market values as caleulated in Schedules 4.0 to 6.0.

Low High

Periowave IP & Agreement 52,460,000 52,690,000

Sinuwave Agreements £920,000 51,080,000

MRSAid IP S1,620,000 1,670,000
VAP IP $523,000 5574, MK a

$5,523,000 56,014,000

a The VAP IP was acquired in December of 2009 in exchange for shares of Ondine,

Low High
Shares Issued 8,856,458 8,856,458
Ondine Average Share Price $0.051 50.056
$454,632 5498914

Premium 15%
Fair Market Value, say $523,000 $574,000

3 Removed from the analysis as it represents monies contributed by the landlord that are written off over the lifetime
of the lease. As the Company is a going concem these amounts do not require repayment.

4 Tn March of 2011 the Company was provided an additional loan to fund operations.

5 Adjustment to reflect the timing difference between the date of the most recent financial statements and the
Valuation Date,

Met Loss 3 Months Ended March 31, 2011 =S1,008,970

Deduct {Add Back) One Time Revenues (Expenses): 513,369
Adjusted Net Loss -5995.601
Net Loss per Month -$331,867

Number of Months 1o Adjust 3

6 As outlined on the following page, Evans & Evans calculated the annual cost associated with operating the Company as a going
concern. An adjustment for the costs of operating Ondine was deemed appropriate to reflect that value could not be derived from
Ondine, if it did not have the corporate overhead and management to oversce the investment portfolio. Upon arriving at the
estimated costs of operation, Evans used the cost of equity to capitalize the results to account for the future.

7 Fair Market Value of Tax Losses is calculated as follows;

Available Tax Losses (12/31/10) $38,242 646
Range of Value of Cash paid net of all disposition and closing costs 4.00% 4.50%
Fair Market Value of Tax Losses 51,529,706 £1,720,919
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Ondine Biomedical Inc.
Overhead Costs

12 Months

General and Administration $4,243,368 $3,398,195 $1,964,310 $1,891,508
Deduct: Stock Compensation -$292,321 -$475,273 -$409,854 -$411,289
Audit, Listing Fees, Filing Fees and Transfer Fees -$100,000 -$100,000 -$150,000 -$150,000

$3,851,047 $2,822,922 $1,404,456 $1,330,219
Average 2007 - 2010 $2,352,161
[Average 2009 - 2010 $1,367,337| Selected
Less Average Accounted for Going Forward -$909.644
Unallocated Corporate Overhead Costs $457,693
Capitalization Rate - Low 30.7%
Capitalization Rate - High 35.7%

Present Value of the Unallocated Overhead Costs - Low 51,500,000

$1,400,000

Present Value of the Unallocated Overhead Costs - High $1,300,000

Notes
1 As per audited financial statements.
2 Actual stock-based compensation was reduced to reflect the risk inherent in stock-based compensation and accordingly cash compensation would

differ.
2007 2008 2009 2010
$417,602 $678,962 $585,506 $587,556
Discount Factor 70.0% 70.0% 70.0% 70.0%
Adjustment Requuired $292,321 $475273 409,854 411,289

3 Public company costs are removed.

4 G&A Included in Forecasts 2012 2013 2014 2015
Periowave Agreement $510,520 $465,732 $529,002 $670,707
Sinuwave Agreements $474,304 $298,398 $291,354 $398,559

$084,824 $764,130 §$820,356 $1,069,266
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SCHEDULE 8.0 —- FAIR MARKET VALUE OF THE WARRANTS AND OPTIONS
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Ondine Biomedical Inc.
Fair Value Market Value of Options with an Exercise Price of $19.20

Canadian Dollars

Black Scholes Model

Input Variables Grant date Note Characteristics
Stock Price $0.20 1 Share price on date of issuance
Exercise Price $19.20 2 Exercise price of warrants
Term to expiry (years) 0.5 2 Expected life
Volatility 76.64% 3 Volatility October, 15, 2010 - June 28, 2011
Annual Rate of Quarterly Dividends 0.00% 5 No dividends
Risk-free interest rate from Bank of Canada 1- 3 yrs average yield closest
Discount Rate 1.580% 6 to date.
Intermediate Calculations
PV of Stock Ex-dividend $ 0.20
PV of Exercise Price § 19.05
Cumulative Volatility 54%
Call Option
Proportion of Stock PV 0.00%
Proportion of Exercise Price PV 0.00%
Call Option Fair Market Value § 0.0000

Ondine Biomedical Inc.
Fair Value Market Value of Options with an Exercise Price of $18.15

Canadian Dollars

Black Scholes Model

Input Variables Grant date Note Characteristics
Stock Price $0.20 1 Share price on date of issuance
Exercise Price $18.15 2 Exercise price of warrants
Term to expiry (years) 1.4 2 Expected life
Volatility 76.64% 3 Volatility October, 15, 2010 - June 28, 2011
Annual Rate of Quarterly Dividends 0.00% 5 No dividends
Discount Rate 1.580% 6 Risk-free interest rate from Bank of Canada [- 3 yrs average yield closest

Intermediate Calculations

PV of Stock Ex-dividend $ 0.20
PV of Exercise Price $ 17.76
Cumulative Volatility 90%
Call Option
Proportion of Stock PV 0.00%
Proportion of Exercise Price PV 0.00%
Call Option Fair Market Value § 0.0000
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Ondine Biomedical Inc.
Fair Value Market Value of Options with an Exercise Price of $15.00

Canadian Dollars

Black Scholes Model

Input Variables Grant date Note Characteristics
Stock Price $0.20 1 Share price on date of issuance
Exercise Price $15.00 2 Exercise price of warrants
Term to expiry (years) 1.8 2 Expected life
Volatility 76.64% 3 Volatility October, 15, 2010 - June 28, 2011
Annual Rate of Quarterly Dividends 0.00% 5 No dividends
Risk-free interest rate from Bank of Canada 1- 3 yrs average yield closest
Discount Rate 1.580% [] to date.

Intermediate Calculations

PV of Stock Ex-dividend $ 0.20
PV of Exercise Price $ 14.59
Cumulative Volatility 101%
Call Option
Proportion of Stock PV 0.01%
Proportion of Exercise Price PV 0.00%
Call Option Fair Market Value § 0.0000

Ondine Biomedical Inc.
Fair Value Market Value of Options with an Exercise Price of $13.50

Canadian Dollars

Black Scholes Model

Input Variables Grant date Note Characteristics
Stock Price $0.20 1 Share price on date of issuance
Exercise Price $13.50 2 Exercise price of warrants
Term to expiry (years) 2.0 2 Expected life
Volatility 76.64% 3 Volatility October, 15, 2010 - June 28, 2011
Annual Rate of Quarterly Dividends 0.00% 5 No dividends
Discount Rate 1.580% 6 Risk-free interest rate from Bank of Canada 1- 3 yrs average yield closest

Intermediate Calculations

PV of Stock Ex-dividend § 0.20
PV of Exercise Price $ 13.08
C lative Volatility 108%
Call Option
Proportion of Stock PV 0.05%
Proportion of Exercise Price PV 0.00%
Call Option Fair Market Value $ 0.0000
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Ondine Biomedical Inc.
Fair Value Market Value of Options with an Exercise Price of $1.50

Canadian Dollars

Black Scholes Model

Input Variables Grant date Note Characteristics
Stock Price $0.20 1 Share price on date of issuance
Exercise Price $1.50 2 Exercise price of warrants
Term to expiry (years) 26 2 Expected life
Volatility 76.64% 3 Volatility October, 15, 2010 - June 28, 2011
Annual Rate of Quarterly Dividends 0.00% 5 No dividends
Risk-free interest rate from Bank of Canada |- 3 yrs average yield closest
Discount Rate 1.580% 6 to date.

Intermediate Calculations

PV of Stock Ex-dividend § 0.20
PV of Exercise Price § 1.44
Cumulative Volatility 123%
Call Option
Proportion of Stock PV 16.19%
Proportion of Exercise Price PV -1.33%
Call Option Fair Market Value $ 0.0133

Ondine Biomedical Inc.
Fair Value Market Value of Options with an Exercise Price of _ $0.90

Canadian Dollars

Black Scholes Model
Input Variables Grant date Note Characteristics
Stock Price $0.20 1 Share price on date of issuance
Exercise Price $0.90 2 Exercise price of warrants
Term to expiry (years) 34 2 Expected life
Volatility 76.64% 3 Volatility October, 15, 2010 - June 28, 2011
Annual Rate of Quarterly Dividends 0.00% 5 No dividends
Discount Rate 1.580% [] Risk-free interest rate from Bank of Canada 1- 3 yrs average yield closest

Intermediate Calculations

PV of Stock Ex-dividend § 0.20
PV of Exercise Price § 0.85
Cumulative Volatility 141%
Call Option
Proportion of Stock PV 37.20%
Proportion of Exercise Price PV -4.14%
Call Option Fair Market Value $ 0.0391
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Ondine Biomedical Inc.
Fair Value Market Value of Options with an Exercise Price of $1.13

Canadian Dollars

Black Scholes Model

Input Variables . Grant date Note Characteristics
Stock Price $0.20 1 Share price on date of issuance
Exercise Price $1.13 2 Exercise price of warrants
Term to expiry (years) 38 2 Expected life
Volatility 76.64% 3 Volatility October, 15, 2010 - June 28, 2011
Annual Rate of Quarterly Dividends 0.00% 5 Mo dividends
Risk-free interest rate from Bank of Canada 1- 3 yrs average yield closest
Discount Rate 1.580% 6 to date.
Intermediate Calculations
PV of Stock Ex-dividend § 0.20
PV of Exercise Price $ 1.06
Cumulative Volatility 148%
Call Option
Proportion of Stock PV 35.12%
Proportion of Exercise Price PV -3.10%
Call Option Fair Market Value § 0.0374
Ondine Biomedical Inc.
Fair Value Market Value of Options with an Exercise Price of $0.75
X lian Dollars
Black Scholes Model
Input Variables Grant date Note Characteristics
Stock Price $0.20 1 Share price on date of issuance
Exercise Price $0.75 2 Exercise price of warrants
Term to expiry (years) 44 2 Expected life
Volatility T76.64% 3 Volatility October, 15, 2010 - June 28, 2011
Annual Rate of Quarterly Dividends 0.00% 5 No dividends
Discount Rate 1.580% 6 Risk-free interest rate from Bank of Canada 1- 3 yrs average yield closest
Intermediate Calculations
PV of Stock Ex-dividend $ 0.20
PV of Exercise Price § 0.70
Cumulative Volatility 161%
Call Option
Proportion of Stock PV 51.11%
Proportion of Exercise Price PV -5.67%
Call Option Fair Market Value § 0.0625
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Valuation of the Ondine Warrants

Canadian Dollars

Black Scholes Model

Input Variables Grant date Note (Characteristics
Stock Price $126,937.10 1
Exercise Price $696,240.6 2
Term to expiry (years) 1.0 3 Expected life
Volatility 76.64% 4
Annual Rate of Quarterly Dividends 0.00% 5 No dividends
Discount Rate 1.580% 6 date.
Intermediate Calculations
PV of Stock Ex-dividend 126,937.10
PV of Exercise Price 685,369.03
Cumulative Volatility 7%
Call Option
Proportion of Stock PV 3.46%
Proportion of Exercise Price PV -0.49%
Value of Ondine Warrants 1,040.63
Number of Warrants Outstanding 1,027,000

$0.0010

Fair Market Value per Warrant

Notes
1 Market Capitalization

Less: Cash
Plus: Debt
Plus: Preferred Shares & Minority Interest
Enterprise Value
Enterpise Value less Debt
Percentage of Firm Represented by Warrants

$1,932,294 (9,661,468 shares * $0.0.20)
-$611,200 As at February 28, 2009
$2,506,250
50

$3,827,344

$1,321,094 a
9.6% b

Input $126,937 c=a*b
Number of Warrants 1,027,000 9.6%
Shares Outstanding 9,661,468 90.4%
10,688,468 100.0%
2 Total Warrants 1,027,000
Exercise Price $0.7500
Total Warrant Exercise Price $770,250 a

1-Percentage of Firm Represented by Warrants

Input

90.4% b=(1-0.096)

$696,241 c=a*b
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: SUPREME COURT
~ OF BRITISH COLUMBIA
VANCOUVER REGISTRY
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- VANCOUVER REGISTRY
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E SUPREME COURT OF BRITISH COLUMBIA

OF BRITISH COLUMBIA

SEAL
VANCOUVZR
REGISTRY

IN THE MATTER OF SECTIONS 288 TO 299 |
OF THE BUSINESS CORPORATIONS ACT, 8.B.C. 2002, C.57, AS AMENDED .
AND

IN THE MATTER OF A PROPOSED ARRANGEMENT INVOLVING

ONDINE BIOMEDICAL INC., THE SECURITYHOLDERS OF

ONDINE BIOMEDICAL INC. AND 0902337 B.C. LTD.

ONDINE BIOMEDICAL INC.
PETITIONER

"~ ORDER MADE AFTER APPLICATION

BEFORE MASTER DowaLdon) WEDNESDAY, THE 27th DAY

OF JULY, 2011

THE WITHOUT NOTICE APPLICATION of the Petitioner, Ondine Biomedical Inc.
(“Ondine"), for an Order pursuant to its Petition filed on July 25, 2011, coming on for hearing at
Vancouver, British Columbia on the 27th day of July, 2011; and on hearing Salim Hirji, counsel
for the Applicant; and on reading the Petition herein and the Affidavit #1 of William S. Harper,
sworn July 25, 2011 (the “"Harper Affidavit #1):

- THIS COURT ORDERS that:

DEFINITIONS

1. As used in this Order, unless otherwise defined, terms beginning with capital letters
shall have the respectiVe meanings set out in the Notice of Annual General Meeting of
Shareholders and the Special Meeting of Securityholders (the "Notice’) and accompanying
Management Information Circular of Ondine (the “Circular”), attached as Exhibit “B" to the
Harper Affidavit #1.



MEETING

2. Ondine- is authorized to call, hold and conduct an annual general meeting of the
registered holders (“Shareholders”) of its issued and outstanding common shares “(the
“Shares”) and a special meeting (such annual general meeting and special meeting collectively
referred to as the “Meeting”) of the Shareholders, the registered holders ("Optionholders”) of
options ("Options”) to acquire Shares and the registered holders ("Wafrantholders") of
warrants (“Warrants”) to acquire Shares at 10:00 a.m. on August 30, 2011 at the offices_of
Fraser Milner Casgrain LLP, located at the 20" Floor, 250 Howe Street, Vancouver, British
Columbia.

3. At the meeting:

(a) the Shareholders, Optionholders and Warrantholders - (collectively, the
“Securityholders”) shall consider, and if thought fit, pass, with or without amendment,
a special resolution (the “Arrangemeht Resolution”) approving an arrangement
(the “Arrangement”) in the form attached as Appendix A to the Circular;

(b) the Shareholders shall consider, and if thought fit, pass, with or without amendment,
the various resolutions contemplated in connection with the matters set forth in the
Notice and Appendix B to the Circular, which relate to Ondine's annual general
meeting and the cancellation of the trading of Ondine’s Shares on the AIM market of
the London Stock Exchange; and . )

(c) Ondine shall transact such other business as may properly come before the Meeting or
any adjournment thereof.

4, The Meeting shall be called, held and conducted in accordance with the Business
Corporations Act, S.B.C. 2002, c. 57 ("BCBCA"), as amended, the Notice, the Circular, the
articles of Ondine and apphcable securities laws, subject to the terms of this Order and any
further Order of this Court, and the rulings and directions of the Chair of the Meeting, such
rulings and directions not to be inconsistent with this Order, and to the extent of any
inconsistency this Order shall govern or, if not specified in this Order, the Circular shall govern.

AMENDMENTS

5. Ondine is authorized, in the manner contemplated by and subject to the Arrangement
Agreement, to make such amendments, revisions or supplements to the Plan of Arrangement
without any additional notice to or authorization of the Securityholders, and the Plan of
Arrangement, as so amended, revised or supplemented, shall be the Arrangement to be
submitted to the Meeting and the subject of the Arrangement Resolution.



ADJOURNMENTS AND POSTPONEMENTS

8. Notwithstanding the provisions of the BCBCA and the articles of Ondine, the Board by
_resolution shall be entitled to adjourn or postpone the Meeting on one or more occasions
~ without the necessity of first convening the Meeting or first obtaining any vote of the
Securityholders respecting the adjournment or postponement. Notice of any such adjournment
shall be given by press release, news release, newspaper advertisement, or by notice sent to
the Securityholders by one of the methods specified in paragraph 9 of this Order, as determined
-to be the most appropriate method of communication by the Board.

RECORD DATE

7. The Securityholders entitled to receive notice of and attend the Meeting and vote on
the Arrangement Resolution shall be only those Securityholders that appear on the records of
Ondine as of the close of business on July 14, 2011 (the “Record Date"), as prev10us|y
approved by the Board. :

8. The Record Date for determining Securityholders will not change despite any
adjournment or postponement of the Meeting as contemplated in paragraph 6 above.

NOTICE OF MEETING

9. The Notice, the Circular, the forms of proxy for Securityholders and the voting
instruction form for the non-objecting beneficial owners of Shares (collectively, the "Meeting
Materials”), in substantially the form contained in Exhibits “8* to “D" of the Harper Affidavit #1,
with such amendments, deletions, additions and inclusions thereto as counsel for Ondine may
deem necessary or desirable, provided that such amendments and inclusions are not
inconsistent with the terms of this Order, shall be sent, as applicable, as follows:

(@) to the Shareholders, at least twenty-one (21) days prior to the date of the Meeting,
excluding the date of mailing and the date of the Meeting, by sending copies of the
relevant portions of the Meeting Materials through Ondine’s transfer agent, by prepaid
ordinary mail, or by delivery in person or by recognized courier service, addressed to
the Shareholder at his, her or its address as it appears on the central securities register
of Ondine as at the Record Date;

(b) in the case of non-registered shareholders of Ondine determined as at the Record
Date (those whose names do not appear in the central securities register of Ondine,
“‘Beneficial Shareholders”) who are non-objecting, by sending copies of the relevant
portions of the Meeting Materials through Ondine’s transfer agent to such non-
objecting Beneficial Shareholders in accordance with National Instrument 54-101 —
Communications with Beneficial Owners of Securities of a Reporting Issuer of the




Canadian Securities Administratqrs at least twenty-one (21) days prior to the date of
the Meeting, excluding the date of mailing and the date of the Meeting;

(c) in the case of objecting Beneficial Shareholders, by providing copies of the relevant
" portions of the Meeting Materials to intermediaries and nominees-(ortheir agent) for
sending to such objecting Beneficial Shareholders in accordance with National
Instrument 54-101 — Communications with Beneficial Owners of Securities of -a
Reporting Issuer of the Canadian Securities Administrators at least three (3) Business
Days prior to the twenty-first (21%') day prior to the-date of the Meeting, éxcluding the
date of the Meeting; '

(d) at any time by email or facsimile transmission to any Securityholder who identifies
himself, herself or itself to the satisfaction of Ondine (actihg through its
representatives), who requéests such email or facsimile transmission and, if required by
Ondine, agrees to pay the charges, if any, for such transmission; and

(e) to the Optionholders and Warrantholders at their address on record with Ondine as at
the Record Date, and to the directors and auditors of Ondine, by mailing the relevant
portions of the Meeting Materials by prepaid ordinary mail, or by email or facsimile
transmission, to such persons at least twenty-one (21) days prior to the date of the
Meeting, excluding the date of mailing or transmission and the date of the Meeting;

and substantial compliance with this paragraph shall constitute good and sufficient notice of the
‘Meeting and good and sufficient notice upon all who may wish to appear in these proceedings,
and no other service need be made.

10. Delivery of the Meeting Materials as ordered herein shall constitute compliance with
the requirements of section 290(1)(a) of the BCBCA, and the requnrements of section 290(1)(b) -
of the BCBCA shall be dispensed with.

11. The Meeting Materials shall not be sent to Shareholders where mail previously sent to
such holders by Ondine or its registrar and transfer agent has been returned to Ondine or its.
registrar and transfer agent on at least three previous consecutive occasions.

12. The accidental failure of or omission by Ondine to give notice of the Meeting to, or the
non-receipt of such netice by one or more of the persons specified herein, or any failure or
omission to give such notice as a result of events beyond the reasonable control of Ondine
(including, without limitation, any inability to use postal services) shall not constitute a breach of
this Order or, in relation to notice to Securityholders, a defect in the calling of the Meeting and
. shall not invalidate any resolution passed or proceeding taken at the Meeting.




DEEMED RECEIPT OF NOTICE

13.

The Meeting Materials and any amendments, updates or supplements to the Meeting

Materials and any notice of adjournment or postponement of the Meeting; shall be deemed to
have been served upon and received, '

(a)

(b)

(c)

(d)

(e)
(f)

(9

in the case of mailing, one (1) day (Saturdays, Sundays and-holidays excepted) after
delivery thereof to the post office or public letter box;

in the case of delivery in person, upon receipt thereof at the intended recipient's.
address or, in the case of delivery-by courier, one (1) business day after receipt by the
courier;

in the case of transmission by email or facsimile, upon the transmission thereof;

ih the case of advertisement, at the time of publication of the press release, news
release or newspaper advertisement; '

in the case of electronic filing on SEDAR, upon the transmission thereof;

in the case of objecting Beneficial Shareholders, after delivery thereof to intermediaries
and nominees (or their agent); and

in the case of non-objecting Beneficial Shareholders, after delivery thereof to Ondine's
transfer agent. '

UPDATING MEETING MATERIALS

14.

Notice of any amendments, updates or supplements to any of the information provided

in the Meeting Materials may be communicated to the Securityholders by press release news
release, newspaper advertlsement or by notice sent to the Securityholders by any of the means
set forth in paragraph 9, as determined to be the most appropriate method of communication by
the Board. '

PERMITTED ATTENDEES

15.
(a)

- (b)
(c)

(d)

The only persons entitled to attend the Meeting shall be:

the Securityholdere as of the Record Date or theif respeefive proxyholders;
directors, officers, auditors and advisors of Ondine;

representatives of 0902337 B.C. Ltd. (the “Purchaser”) and its counsel; and

other persons with the prior permission of the Chair of the Meeting;



and the only persons entitled to vote at the Meeting in respect of the Arrangement Resolution
shall be the Securityholders as at the Record Date, or their respective proxyholders.

SOLICITATION OF PROXIES

16. Ondine is authorized to use the forms of proxy: for Securityholders, as appropriate, in
substantially the same form as attached as Exhibit “D" to the Harper Affi davit #1, subject to
Ondine's ability to insert dates and other relevant information in the fi naI forms of proxy and to

“make other non-substantive changes and changes legal counsel advise are necessary or

appropriate, and the voting methods as set out in the Meeting Materials. Ondine is authorized,
at its expense, to solicit proxies directly and through its officers, directors and employees, ,'and
through such agents or representatives as it may retain for such purpose and by mail, telephone
or such other form of personal or electronic communication as it may determine.

17. The procedures for the use of proxies at the Meeting, including the time limit for place
of deposit, the voting methods and revocation of proxy, shall be as set out in the Circular.
Ondine may, in its sole discretion, waive the time limits for the deposit of proxies by
Securityholders if Ondine deems it advisable to do so, such waiver to be endorsed on the proxy
by the initials of the Chair of the Meeting.

CONDUCT OF THE MEETING

-18. Notwithstanding the articles of Ondine, the Chair of the Meeting shall be an officer or

director of Ondine or if no officer or director is available or willing to act such other person as
may be appointed by the Securityholders at the Meeting for that purpose.

19. The Chair of the Meeting is at liberty to call on the assistance of legal éounsel to
Ondine at any time and from time to time, as the Chair of the Meeting may deem necessary or '
appropriate, during the Meeting, and such legal counsel is entitled to attend the Meeting for this
purpose. :

20. The Meeting may be adjourned for any reason upon the approval of the Chair of the
Meeting, and if the Meeting is adjourned, it shall be reconvened at a place and time to be
designated by the Chair of the Meeting to a date which is not more than 30 days thereafter

except for the reason of a lack of quorum. ‘

QUORUM AND VOTING

21. The quorum required at the Meeting is the présence, in person or by proxy, of any one
Shareholder.



22.

In respect of the Arrangement Resolution, each Securityholder shall be entitled to one

vote for each Share, Option (vested and not yet vested) or Warrant, as the case may be, held
by that Securityholder.

23.

(a)

(b)

(c)

24,

The Arrangement Resolution shall be effective if_approved by:

at least two-thirds (66%%) of the votes cast on the fArran'gement Resolution by
Securityholders present in person or by proxy at the Meeting voting together as one
-class on the basis of one vote per Share, one vote per Option (vested and not yet
vested) and one vote per Warrant; '

at least two-thirds (66%%) of the votes cast on the Arrangement Resolution by the
Shareholders present in person or by proxy at the Meeting; and

at least a simple majority of the votes cast on the Arrangement Resolution by '
Shareholders present in person or by proxy at the Meeting excluding the votes cast in

respect of the Shares beneficially owned over which control or direction is exercised by

the Purchaser and any of its related parties (as defined in Ml 61-101) or joint actors (as

defined in M1 61-101), and such other Shareholder excluded by M| 61-101. ’

The vote required to pass the Arrangement Resolution shall be sufficient to authorize

and direct Ondine to do such acts and things as may be necessary or desirable to give effect to
the Plan of Arrangement as provided for in the Circular without further approval of the
Securityholders subject only to the final approval of this Honourable Court.

SCRUTINEER

25.

The scrutineer for the Meeting shall be Computershare Trust Company of Canada,

acting through its representatives for that purpose. The duties of the scrutineer shall include:

(a)
(b)
(©

(d)

invigilating and reporting to the Chair on the deposit and validity of proxies;
reporting to the Chair on the quorum of the Meeting;
reporting to the Chair on the polls taken or ballots cast, if any, at the Meeting; and

providing to. Ondine and to the Chair written reports on matters related to their duties.




DISSENT RIGHTS

26.

Each of the Sharehalders (“Diésenting Holders”) may exercise rights of dissent

(“Dissent Rights”) in-respect of the Arrangement Resolution in accordance with the provisions
in Division 2 of Part 8 of the BCBCA, as varied by the Plan of Arrangement, including that:

(a)

(b)

()

(d)

(e)

in orderor Dissenting Holders to'be entitied to make a claim pursuant to Section 242

of the BCBCA, written objection must be received by the Petitioner, c/o Fraser Milner

~ Casgrain LLP, Attention: Gary Sollis, at 20" Floor, 250 Howe Street, Vancouver, British

Columbia V6C 3R8 by 10:00 am (Vancouver time) on the date which is at least two
business days prior to the date of the Meeting or any date to which the Meeting may be
postponed:;

Dissenting Holders who duly éxercise such rights of dissent and who are ultimately
determined to be entitled to be paid fair value by the Petitioner for the Shares, which
fair value shall be the fair value of such Shares immediately before the approval of the

- Arrangement Resolution, shall be paid an amount equal to such fair value by the

Petitioner, which fair value shall be determined in accordance with the procedures
applicablé to the payout value set out in sections 244 and 245 of the BCBCA except
that the Purchaser may enter into an agreement with Dissenting Holders who exercise
such rights of dissent and apply to the Court, all as contemplated under sections 244
and 245 of the BCBCA, in lieu of the Petitioner; ‘

in no case shall the Petitioner or the Purchaser or any’ other person be required to
recognize any Dissenting Holder as a holder of Shares after the Effective Time (as
defined in the Plan of Arrangement);

Dissenting Holders who, for any reason, are ultimately not entitled to be paid fair value
for such Shares shall be deemed to have participated in the Arrangement on the same
basis as non-dissenting holders of Shares; and

none of the holders of Shares who vote or have instructed a proxyholder to vote such
Shares in favour of the Arrangement Resolution and none of the Optionholders or
Warrantholders shall be entitled to exercise Dissent Rights.

APPLICATION FOR FINAL ORDER

27.

Upon the approval, with or without variation, by the Securityholders of the Arrangement

in the manner set forth in this Interim Order, Ondine may apply to this Court for, inter alia, an

order:

(a)

pursuant to .section 291 of the BCBCA approving the Arrangement and its terms and
conditions; :



(b) pursuant to section 291 of the BCBCA declaring that the terms and conditions of the
Arrangement are fair and reasonable to the Securityholders;

(c) pursuant to section 297 of the BCBCA that the Arrangement shall be binding on the
" Petitioner, the Purchaser and the Securityholders upon taking effect; and

(d) pursuant to sections 291 and 292 of the BCBCA, that the Arrangement will take effect
as of the Effective Time,

(the “Final Order”).

28. The Petitioner is at liberty to proceed with the application for the Final Order at the
Courthouse at 800 Smithe Street, Vancouver, British Columbia, on September1 2011, at 10:00
a.m., or as soon thereafter as counsel may be heard or at such other date and time as the
Petitioner may determine and this Court may direct.

29. Subject to the directions of the Court,' the persons entitled to appear and make
submissions at the hearing of the application for the Final Order shall be only those
Securityholders who have filed with this Court prior to 4:00 p.m. (Vancouver time) on August 24,
2011, a Response to Petition (“Response”) in the form prescribed by the British Columbia
Supreme Court Civil Rules, and delivered a copy of the filed Response, together with a copy of
all evidence or material on which they intend to rely at the hearing of the application for the Final
Order, to the solicitors for Ondine at its address for delivery of 20™ Floor, 250 Howe Street,
Vancouver, British Columbia, Attention: Gary Sollis, on or before 4:00 p.m. (Vancouver time) on
August 24, 2011, or as the Court may otherwise direct.

30. Subject to other provisions in this Order, no material other than that contained in the

-+ Circular need be served on any persons in respect of these proceedings, and service of .

affidavits in support of the Petition is dispensed with.. Ondine shall be at liberty to give notice of
this proceeding to persons outside the jurisdiction of this Court in the manner set out herein.

31. In the event that the hearing of the application for the Final Order is adjourned, only
those persons who have filed and delivered a Response in accordance with this Order need be
served and provided with notice of the adjourned date.

VARIANCE

[

32. Ondine shall be entitled, at any time, to apply to vary this Order.

33. Ondine, its Securityholders, and directers of Ondine shall, and hereby do, have liberty
to apply for such further orders as may be appropriate.




34. The provisions of Rules 4-4, 4-5, 8-1 and 16-1 of the Supreme Court Civil Rules are
hereby dispensed with for the purposes. of any further application to be made pursuant to this
Order or the Petition, including the .application for the Final Order and any application to vary
this Order. ’

BY THE COURT

APPROVED AS TO FORM:

Signafure#f SAlim Hirji,
Lawyeér for thePetitioner,
Ondine Biomedical Inc.

Certified a frue copy according to
the records of the Supreme Court
at Vancouver, B.C.

This 3. day ofn..ﬁﬁam%zou‘_l;
e _ (
% R
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APPENDIX F

NO. S-114989
VANCOUVER REGISTRY

IN THE SUPREME COURT OF BRITISH COLUMBIA

IN THE MATTER OF SECTIONS 288 TO 299
OF THE BUSINESS CORPORATIONS ACT, S.B.C. 2002, C.57, AS AMENDED

AND
IN THE MATTER OF A PROPOSED ARRANGEMENT INVOLVING
ONDINE BIOMEDICAL INC., THE SECURITYHOLDERS OF
ONDINE BIOMEDICAL INC. AND 0902337 B.C. LTD.

ONDINE BIOMEDICAL INC.
' PETITIONER

NOTICE OF HEARING OF PETITION
To: The Securityholders of Ondine Biomedical Inc.

NOTICE IS HEREBY GIVEN that a Petition has been filed by the Petitioner, Ondine Biomedical
Inc. (“Ondine”), in the Supreme Court of British Columbia (the “Court”) for approval of a plan of
arrangement (the “Arrangement”), pursuant to the Business Corporations Act, S.B.C., 2002,
c. 57, as amended (the “BCBCA”"); ’

AND NOTICE IS FURTHER GIVEN that by an Order Made After Application of the Court,
pronounced July 27, 2011, the Court has given'directions‘ as to the calling of a meeting of the
registered holders of common shares of Ondine (“Shareholders”), the registered holders of

options to acquire common shares of Ondine (the “Optionholders”) and the registered holders of
~ warrants to acquire common shares of Ondine (the “Warrantholders” and collectively with the -
Optionholders and the Shareholders, the “Securityholders”), for the purpose of, inter alia,



considering, and if deemed advisable, passing, with or without amendment, a special resolution
approving the Arrangement; "

AND NOTICE IS FURTHER GIVEN that the Petition will be heard (the “Final Application”) at the
Courthouse at 800 Smithe Street, Vancouver, British Columbia on September 12011 at
9:45 am (Vancouver time), or as soon thereafter as counsel may be heard or at such other date
and time as the Petitioner may determine or this Court may direct, for an order:

(a) pursuant to section 291 of the BCBCA approving the Arrangement and its terms
and conditions;

(b) pursuant to section 291 of the BCBCA declaring that the terms and conditions of
the Arrangement are fair and reasonable to the Securityholders;

(c) pursuant to section 297 of the BCBCA that the Arrangement shall be binding on
the Petitioner, the Purchaser and the Securityholders upon taking effect; and

(d) pursuant to sections 291 and 292 of the BCBCA, that the Arrangement will take
effect as of the Effective Time,

(the “Final Order").

IF YOU WISH TO BE HEARD, any Securityholder may appear (either in person or by counsel)
and make submissions at the Final Application, subject to such Securityholder filing with the
Court at the Court Registry, 800 Smithe Street, Vancouver, British Columbia, a Response to -
Petition (“‘Response”) in the form prescribed by the Supreme Court Civil Rules and delivering a
copy of the filed Response, together with any and all material on which such Securityholder
intends to rely at the hearing of the Final Application, including an outline of such
Securityholder's proposed submissions, to the Petitioner at its address for delivery set out below
by 4:00 p.m. (Vancouver time) on August 24, 2011.

The Petitioner's address for delivery is:
FRASER MILNER CASGRAIN LLP

20" Floor, 250 Howe Street
Vancouver, B.C. V6C3R8




Attention: Gary Sollis

ANY OTHER INTERESTED PERSON WHO WISHES TO BE HEARD, subject to obtaining
leave of the Court, may appear (either in person or by counsel) and make submissions at the
Final Application, subject to such person filing with the Court at the Court Registry, 800 Smithe
Street, Vancouver, British Columbia, a Response and delivering a copy of the filed Response,
together with any and all material on which such person intends to rely at the hearing of the

Final Application, including an outline of such person’s proposed submissions, to the Petitioner -
~ at its address for delivery set out above by 4.00 p.m. (Vancouver time) on August 24, 2011.

IF YOU WISH TO BE NOTIFIED OF ANY ADJOURNMENT OF THE HEARING OF THE FINAL
APPLICATION, YOU MUST GIVE NOTICE OF YOUR INTENTION by filing and delivering the
form of “Response” as aforesaid. You may obtain a form of “Response” at the Court Registry,
800 Smithe Street, Vancouver, British Columbia, V6Z 2E1.

AT THE HEARING OF FINAL APPLICATION the Court may approve the Arrangement as
presented, or may approve it subject to such terms and conditions as the Court deems fit.

IF YOU DO NOT FILE A RESPONSE and attend either in person or by counsel at the time of
such hearing, the Court may approve the Arrangement as presented, or may approve it subject
to such terms and conditions as the Court deems fit, all without any further notice to you. If the
Arrangement is approved, it will significantly affect the rights of the Securityholders.

A copy of the said Petition and other documents in the proceeding will be furnished to any
Securityholder upon request in writing addressed to the solicitors of the Petitioner at its address
for delivery set out above.

The Petitioner estimates that the hearing will take 15 minutes.

This matter is not within the jurisdiction of a Master.

Date: July 27, 2011 M W@\
' Signature\mmriartey,
Lawyer for Petifi -

Ondine Biomedical Inc.
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APPENDIX G

MANAGEMENT INFORMATION CIRCULAR
ONDINE BIOMEDICAL INC.
JULY 27, 2011

DISSENT PROCEDURES

Division 2 of Part 8 of the Business Corporations Act (British Columbia)
Definitions and application
237.(1) In this Division:

“dissenter” means a shareholder who, being entitled to do so, sends written notice of dissent when and as
required by section 242;

“notice shares” means, in relation to a notice of dissent, the shares in respect of which dissent is being
exercised under the notice of dissent;

“payout value” means,

(a) in the case of a dissent in respect of a resolution, the fair value that the notice shares had immediately
before the passing of the resolution,

(b) in the case of a dissent in respect of an arrangement approved by a court order made under
section 291(2)(c) that permits dissent, the fair value that the notice shares had immediately before the

passing of the resolution adopting the arrangement, or

(c) in the case of a dissent in respect of a matter approved or authorized by any other court order that
permits dissent, the fair value that the notice shares had at the time specified by the court order,

excluding any appreciation or depreciation in anticipation of the corporate action approved or authorized by the
resolution or court order unless exclusion would be inequitable.

(2) This Division applies to any right of dissent exercisable by a shareholder except to the extent that
(a) the court orders otherwise, or

(b) in the case of a right of dissent authorized by a resolution referred to in section 238(1)(g), the court
orders otherwise or the resolution provides otherwise.

Right to dissent

238.(1) A shareholder of a company, whether or not the shareholder’s shares carry the right to vote, is entitled to
dissent as follows:

(a) under section 260, in respect of a resolution to alter the articles to alter restrictions on the powers of
the company or on the business it is permitted to carry on;

(b) under section 272, in respect of a resolution to adopt an amalgamation agreement;

G-1



(2)

(3)

(c) under section 287, in respect of a resolution to approve an amalgamation under Division 4 of Part 9;
(d) inrespect of a resolution to approve an arrangement, the terms of which arrangement permit dissent;

(e) under section 301(5), in respect of a resolution to authorize or ratify the sale, lease or other disposition
of all or substantially all of the company’s undertaking;

(f) under section 309, in respect of a resolution to authorize the continuation of the company into a
jurisdiction other than British Columbia;

(g) inrespect of any other resolution, if dissent is authorized by the resolution;
(h) in respect of any court order that permits dissent.
A shareholder wishing to dissent must
(a) prepare a separate notice of dissent under section 242 for
(i) the shareholder, if the shareholder is dissenting on the shareholder’s own behalf, and

(ii)  each other person who beneficially owns shares registered in the shareholder’s name and on
whose behalf the shareholder is dissenting,

(b) identify in each notice of dissent, in accordance with section 242(4), the person on whose behalf dissent
is being exercised in that notice of dissent, and

(c) dissent with respect to all of the shares, registered in the shareholder’s name, of which the person
identified under paragraph (b) of this subsection is the beneficial owner.

Without limiting subsection (2), a person who wishes to have dissent exercised with respect to shares of

which the person is the beneficial owner must

(a) dissent with respect to all of the shares, if any, of which the person is both the registered owner and the
beneficial owner, and

(b) cause each shareholder who is a registered owner of any other shares of which the person is the
beneficial owner to dissent with respect to all of those shares.

Waiver of right to dissent

239.(1) A shareholder may not waive generally a right to dissent but may, in writing, waive the right to dissent
with respect to a particular corporate action.

(2)

A shareholder wishing to waive a right of dissent with respect to a particular corporate action must
(a) provide to the company a separate waiver for
(i) the shareholder, if the shareholder is providing a waiver on the shareholder’s own behalf, and

(i)  each other person who beneficially owns shares registered in the shareholder’s name and on
whose behalf the shareholder is providing a waiver, and

(b) identify in each waiver the person on whose behalf the waiver is made.
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(3) If a shareholder waives a right of dissent with respect to a particular corporate action and indicates in the
waiver that the right to dissent is being waived on the shareholder’s own behalf, the shareholder’s right to dissent
with respect to the particular corporate action terminates in respect of the shares of which the shareholder is both
the registered owner and the beneficial owner, and this Division ceases to apply to

(a) the shareholder in respect of the shares of which the shareholder is both the registered owner and the
beneficial owner, and

(b) any other shareholders, who are registered owners of shares beneficially owned by the first mentioned
shareholder, in respect of the shares that are beneficially owned by the first mentioned shareholder.

(4) If a shareholder waives a right of dissent with respect to a particular corporate action and indicates in the
waiver that the right to dissent is being waived on behalf of a specified person who beneficially owns shares
registered in the name of the shareholder, the right of shareholders who are registered owners of shares
beneficially owned by that specified person to dissent on behalf of that specified person with respect to the
particular corporate action terminates and this Division ceases to apply to those shareholders in respect of the
shares that are beneficially owned by that specified person.

Notice of resolution

240.(1) If a resolution in respect of which a shareholder is entitled to dissent is to be considered at a meeting of
shareholders, the company must, at least the prescribed number of days before the date of the proposed meeting,
send to each of its shareholders, whether or not their shares carry the right to vote,

(a) acopy of the proposed resolution, and

(b) a notice of the meeting that specifies the date of the meeting, and contains a statement advising of the
right to send a notice of dissent.

(2) If a resolution in respect of which a shareholder is entitled to dissent is to be passed as a consent resolution
of shareholders or as a resolution of directors and the earliest date on which that resolution can be passed is
specified in the resolution or in the statement referred to in paragraph (b), the company may, at least 21 days
before that specified date, send to each of its shareholders, whether or not their shares carry the right to vote,

(a) acopy of the proposed resolution, and

(b) astatement advising of the right to send a notice of dissent.
(3) If aresolution in respect of which a shareholder is entitled to dissent was or is to be passed as a resolution of
shareholders without the company complying with subsection (1) or (2), or was or is to be passed as a directors’
resolution without the company complying with subsection (2), the company must, before or within 14 days after
the passing of the resolution, send to each of its shareholders who has not, on behalf of every person who
beneficially owns shares registered in the name of the shareholder, consented to the resolution or voted in favour
of the resolution, whether or not their shares carry the right to vote,

(a) acopy of the resolution,

(b) astatement advising of the right to send a notice of dissent, and

(c) if the resolution has passed, notification of that fact and the date on which it was passed.

(4) Nothing in subsection (1), (2) or (3) gives a shareholder a right to vote in a meeting at which, or on a
resolution on which, the shareholder would not otherwise be entitled to vote.
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Notice of court orders
241. If a court order provides for a right of dissent, the company must, not later than 14 days after the date on
which the company receives a copy of the entered order, send to each shareholder who is entitled to exercise that
right of dissent

(a) acopy of the entered order, and

(b) astatement advising of the right to send a notice of dissent.

Notice of dissent

242.(1) A shareholder intending to dissent in respect of a resolution referred to in section 238(1)(a), (b), (c), (d),
(e) or (f) must,

(a) if the company has complied with section 240(1) or (2), send written notice of dissent to the company at
least 2 days before the date on which the resolution is to be passed or can be passed, as the case may

be,

(b) if the company has complied with section 240(3), send written notice of dissent to the company not
more than 14 days after receiving the records referred to in that section, or

(c) if the company has not complied with section 240(1), (2) or (3), send written notice of dissent to the
company not more than 14 days after the later of

(i) the date on which the shareholder learns that the resolution was passed, and
(i)  the date on which the shareholder learns that the shareholder is entitled to dissent.

(2) A shareholder intending to dissent in respect of a resolution referred to in section 238(1)(g) must send
written notice of dissent to the company

(a) on or before the date specified by the resolution or in the statement referred to in section 240(2)(b) or
(3)(b) as the last date by which notice of dissent must be sent, or

(b) if the resolution or statement does not specify a date, in accordance with subsection (1) of this section.

(3) A shareholder intending to dissent under section 238(1)(h) in respect of a court order that permits dissent
must send written notice of dissent to the company

(a) within the number of days, specified by the court order, after the shareholder receives the records
referred to in section 241, or

(b) if the court order does not specify the number of days referred to in paragraph (a) of this subsection,
within 14 days after the shareholder receives the records referred to in section 241.

(4) A notice of dissent sent under this section must set out the number, and the class and series, if applicable, of
the notice shares, and must set out whichever of the following is applicable:

(a) if the notice shares constitute all of the shares of which the shareholder is both the registered owner
and beneficial owner and the shareholder owns no other shares of the company as beneficial owner, a
statement to that effect;



(5)

(b)

if the notice shares constitute all of the shares of which the shareholder is both the registered owner
and beneficial owner but the shareholder owns other shares of the company as beneficial owner, a
statement to that effect and

(i) the names of the registered owners of those other shares,

(i)  the number, and the class and series, if applicable, of those other shares that are held by each of
those registered owners, and

(iii) a statement that notices of dissent are being, or have been, sent in respect of all of those other
shares;

if dissent is being exercised by the shareholder on behalf of a beneficial owner who is not the dissenting
shareholder, a statement to that effect and

(i) the name and address of the beneficial owner, and

(i)  astatement that the shareholder is dissenting in relation to all of the shares beneficially owned by
the beneficial owner that are registered in the shareholder’s name.

The right of a shareholder to dissent on behalf of a beneficial owner of shares, including the shareholder,
terminates and this Division ceases to apply to the shareholder in respect of that beneficial owner if
subsections (1) to (4) of this section, as those subsections pertain to that beneficial owner, are not complied with.

Notice of intention to proceed

243.(1) A company that receives a notice of dissent under section 242 from a dissenter must,

(2)

(a)

(b)

if the company intends to act on the authority of the resolution or court order in respect of which the
notice of dissent was sent, send a notice to the dissenter promptly after the later of

(i) the date on which the company forms the intention to proceed, and
(ii)  the date on which the notice of dissent was received, or

if the company has acted on the authority of that resolution or court order, promptly send a notice to
the dissenter.

A notice sent under subsection (1)(a) or (b) of this section must

(a)
(b)

(c)

be dated not earlier than the date on which the notice is sent,

state that the company intends to act, or has acted, as the case may be, on the authority of the
resolution or court order, and

advise the dissenter of the manner in which dissent is to be completed under section 244.
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Completion of dissent
244.(1) A dissenter who receives a notice under section 243 must, if the dissenter wishes to proceed with the
dissent, send to the company or its transfer agent for the notice shares, within one month after the date of the
notice,

(a) a written statement that the dissenter requires the company to purchase all of the notice shares,

(b) the certificates, if any, representing the notice shares, and

(c) if section 242(4)(c) applies, a written statement that complies with subsection (2) of this section.
(2) The written statement referred to in subsection (1)(c) must

(a) be signed by the beneficial owner on whose behalf dissent is being exercised, and

(b) set out whether or not the beneficial owner is the beneficial owner of other shares of the company and,
if so, set out

(i) the names of the registered owners of those other shares,

(i)  the number, and the class and series, if applicable, of those other shares that are held by each of
those registered owners, and

(iii)  that dissent is being exercised in respect of all of those other shares.
(3) After the dissenter has complied with subsection (1),
(a) the dissenter is deemed to have sold to the company the notice shares, and

(b) the company is deemed to have purchased those shares, and must comply with section 245, whether or
not it is authorized to do so by, and despite any restriction in, its memorandum or articles.

(4) Unless the court orders otherwise, if the dissenter fails to comply with subsection (1) of this section in
relation to notice shares, the right of the dissenter to dissent with respect to those notice shares terminates and
this Division, other than section 247, ceases to apply to the dissenter with respect to those notice shares.

(5) Unless the court orders otherwise, if a person on whose behalf dissent is being exercised in relation to a
particular corporate action fails to ensure that every shareholder who is a registered owner of any of the shares
beneficially owned by that person complies with subsection (1) of this section, the right of shareholders who are
registered owners of shares beneficially owned by that person to dissent on behalf of that person with respect to
that corporate action terminates and this Division, other than section 247, ceases to apply to those shareholders in
respect of the shares that are beneficially owned by that person.

(6) A dissenter who has complied with subsection (1) of this section may not vote, or exercise or assert any rights
of a shareholder, in respect of the notice shares, other than under this Division.

Payment for notice shares

245.(1) A company and a dissenter who has complied with section 244(1) may agree on the amount of the payout
value of the notice shares and, in that event, the company must

(a) promptly pay that amount to the dissenter, or
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(b) if subsection (5) of this section applies, promptly send a notice to the dissenter that the company is
unable lawfully to pay dissenters for their shares.

(2) A dissenter who has not entered into an agreement with the company under subsection (1) or the company
may apply to the court and the court may

(a) determine the payout value of the notice shares of those dissenters who have not entered into an
agreement with the company under subsection (1), or order that the payout value of those notice
shares be established by arbitration or by reference to the registrar, or a referee, of the court,

(b) join in the application each dissenter, other than a dissenter who has entered into an agreement with
the company under subsection (1), who has complied with section 244 (1), and

(c) make consequential orders and give directions it considers appropriate.

(3) Promptly after a determination of the payout value for notice shares has been made under subsection (2)(a)
of this section, the company must

(a) pay to each dissenter who has complied with section 244(1) in relation to those notice shares, other
than a dissenter who has entered into an agreement with the company under subsection (1) of this
section, the payout value applicable to that dissenter’s notice shares, or

(b) if subsection (5) applies, promptly send a notice to the dissenter that the company is unable lawfully to
pay dissenters for their shares.

(4) If adissenter receives a notice under subsection (1)(b) or (3)(b),

(a) the dissenter may, within 30 days after receipt, withdraw the dissenter’s notice of dissent, in which case
the company is deemed to consent to the withdrawal and this Division, other than section 247, ceases
to apply to the dissenter with respect to the notice shares, or

(b) if the dissenter does not withdraw the notice of dissent in accordance with paragraph (a) of this
subsection, the dissenter retains a status as a claimant against the company, to be paid as soon as the
company is lawfully able to do so or, in a liquidation, to be ranked subordinate to the rights of creditors

of the company but in priority to its shareholders.

(5) A company must not make a payment to a dissenter under this section if there are reasonable grounds for
believing that

(a) the company is insolvent, or

(b) the payment would render the company insolvent.
Loss of right to dissent
246. The right of a dissenter to dissent with respect to notice shares terminates and this Division, other than
section 247, ceases to apply to the dissenter with respect to those notice shares, if, before payment is made to the
dissenter of the full amount of money to which the dissenter is entitled under section 245 in relation to those

notice shares, any of the following events occur:

(a) the corporate action approved or authorized, or to be approved or authorized, by the resolution or
court order in respect of which the notice of dissent was sent is abandoned;
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(b)
(c)

(d)

(e)

(f)

(8)

(h)
(i)

the resolution in respect of which the notice of dissent was sent does not pass;

the resolution in respect of which the notice of dissent was sent is revoked before the corporate action
approved or authorized by that resolution is taken;

the notice of dissent was sent in respect of a resolution adopting an amalgamation agreement and the
amalgamation is abandoned or, by the terms of the agreement, will not proceed;

the arrangement in respect of which the notice of dissent was sent is abandoned or by its terms will not
proceed;

a court permanently enjoins or sets aside the corporate action approved or authorized by the resolution
or court order in respect of which the notice of dissent was sent;

with respect to the notice shares, the dissenter consents to, or votes in favour of, the resolution in
respect of which the notice of dissent was sent;

the notice of dissent is withdrawn with the written consent of the company;

the court determines that the dissenter is not entitled to dissent under this Division or that the dissenter
is not entitled to dissent with respect to the notice shares under this Division.

Shareholders entitled to return of shares and rights

247. If, under section 244(4) or (5), 245(4)(a) or 246, this Division, other than this section, ceases to apply to a
dissenter with respect to notice shares,

(a)

(b)

(c)

the company must return to the dissenter each of the applicable share certificates, if any, sent under
section 244(1)(b) or, if those share certificates are unavailable, replacements for those share
certificates,

the dissenter regains any ability lost under section 244(6) to vote, or exercise or assert any rights of a
shareholder, in respect of the notice shares, and

the dissenter must return any money that the company paid to the dissenter in respect of the notice
shares under, or in purported compliance with, this Division.
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APPENDIX H

AMENDING AGREEMENT

THIS AMENDING AGREEMENT is made as of July 26, 2011.
AMONG:

ONDINE BIOMEDICAL INC. (formerly Ondine Biopharma
Corporation), a company incorporated under the laws of the
Province of British Columbia, Canada

(the “Purchaser”)
AND:

MERRILL A. BIEL, an individual residing at 2563 Delaware
Avenue, Mendota Heights, State of Minnesota, United States of
America

(“Merrill”)
AND:

LESLIE HAHN, an individual residing at 2563 Delaware Avenue,
Mendota Heights, State of Minnesota, United States of America

(“Leslie”)
AND:

CHESTER SIEVERT, an individual residing at 103 Edgecumbe
Drive, Mahtomedi, State of Minnesota, United States of America

(“Chester”, and together with Merrill and Leslie, the “Vendors”)
WHEREAS:

A. The Purchaser and the Vendors entered into a share purchase agreement made as
of November 15, 2009 (the “Share Purchase Agreement”) for the purchase and sale of all of
the issued and outstanding shares of the common stock of Advanced Photodynamic
Technologies, Inc.;

B. The Share Purchase Agreement was amended by an amending agreement made as
of December 7, 2009 (the “First Amendment”) to include adjustment provisions;

C. Pursuant to Section 2.1.1(b), Section 2.1.2(b) and Sections 2.2.1(a) through (i),
inclusive, of the Share Purchase Agreement, the Purchaser agreed to issue common shares to the
Vendors on a Pro Rata Basis on the occurrence of certain milestones;
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D. The Share Purchase Agreement was amended by a settlement agreement (the
“STC Settlement Agreement” and together with the First Amendment and the Share Purchase
Agreement, the “Amended Share Purchase Agreement”) made as of the 13th day of
September, 2010, between the Purchaser, the Vendors, Advanced Photodynamic Technologies,
Inc., Ondine International Holdings Ltd. and Sinuwave Technologies Corporation. Pursuant to
the terms of the STC Settlement Agreement, the Vendors agreed to irrevocably and
unconditionally release the Purchaser from any and all obligation to issue shares to them on the
occurrence of the milestones set out in Sections 2.2.1 (g) and (h) of the Share Purchase
Agreement;

E. On October 14, 2010, the Purchaser consolidated its share capital on the basis of
one (1) new common share for every fifteen (15) common shares and pursuant to the adjustment
provision contained in the First Amendment, the number of common shares issuable under
Section 2.2.1(a) through (i) inclusive of the Share Purchase Agreement were reduced
accordingly;

F. On November 24, 2010, the Purchaser issued 55,935 common shares to Merrill
Biel, 32,629 common shares to Leslie Hahn and 4,661 common shares to Chester Sievert in full
and final settlement of the milestone obligation set out in Section 2.2.1 (b) of the Share Purchase
Agreement;

G. As of the date hereof, Purchaser remains obligated to issue OBP Shares to the
Vendors on a Pro Rata Basis on the occurrence of the milestones set out in Sections 2.2.1 (a), (¢),

(d), (©) , (f) and (1);

H. On June 28, 2011, the Purchaser and 0902337 B.C. Ltd. (“Acquireco”) entered
into an arrangement agreement (as such agreement may be amended or modified, the
“Arrangement Agreement”) pursuant to which Acquireco has agreed to acquire all of the
issued and outstanding equity of the Purchaser;

L. Acquireco’s obligation to complete the transactions provided for in the
Arrangement Agreement is conditional upon, among other things, the termination of the
Contingent Share Obligations (as defined in the Arrangement Agreement); and

J. The Parties wish to amend the Share Purchase Agreement to terminate the
Contingent Share Obligations in the manner provided for herein.

NOW THEREFORE THIS AGREEMENT WITNESSES that in consideration of the
respective representations, warranties, covenants and agreements contained herein, the Parties
agree as follows:

1.0 INTERPRETATION

1.1 Defined Terms

All capitalized terms used herein but not specifically defined herein shall have the
respective meanings ascribed thereto in the Share Purchase Agreement.

DM_VAN/286806-00001/8089935.1 H-2



1.2 Headings

The division of this Agreement into Sections and the insertion of headings are for
convenience of reference only and shall not affect the construction or interpretation of this
Agreement. The terms “this Agreement”, “hereof”, “hereunder” and similar expressions refer to
this Agreement and not to any particular Section or other portion hereof and include any
agreement supplemental hereto. Unless something in the subject matter or context is inconsistent
therewith, references herein to Sections are to Sections of this Agreement.

1.3 Extended Meanings

In this Agreement words importing the singular number only shall include the plural and
vice versa, words importing the masculine gender shall include the feminine and neuter genders
and vice versa.

1.4  Currency
All dollar amounts herein are expressed in Canadian currency.

2.0 AMENDMENT TO THE AMENDED SHARE PURCHASE AGREEMENT

2.1 The Amended Share Purchase Agreement is hereby amended as follows:

2.1.1 by deleting Section 2.1.1(b) in the Share Purchase Agreement and substituting therefor
the following:

“(b)  the cash payments provided for in Section 2.2.1; and”

2.1.2 by deleting Section 2.1.2(b) in the Share Purchase Agreement and substituting therefor
the following:

“(b) as to the cash payments provided for in Section 2.2.1, in the manner and at
the time(s) provided for in Section 2.2.1; and”

2.1.3 by deleting Section 2.2.1 in the Share Purchase Agreement in its entirety and substituting
therefor the following:

“2.2.1 Subject to Section 2.3, the Purchaser shall pay the following amounts to
the Vendors in cash on a Pro Rata Basis upon the occurrence of the following
events (each such event referred to as a “Milestone”):

(a) $30,764.25 if the patent for Photodynamic Cellular and Acellular
Organism Eradication Utilizing a Photosensitive Material and
Surfactant (application number 09/792,578) is granted by the
United States Patent and Trademark Office to the Corporation or
any of its Affiliates within seven (7) years from the date of
Closing;
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(b) $30,764.25 if the patent for Photodynamic Cellular and Acellular
Organism Eradication Utilizing a Photosensitive Material and
Benzalkonium Chloride (application number 10/026,198) is
granted by the United States Patent and Trademark Office to the
Corporation or any of its Affiliates within seven (7) years from the
date of Closing;

(©) $20,509.50 if the Successful Outcome of VAP-PDT IDE Pilot
Clinical Study is achieved by the Corporation or any of its
Affiliates within five (5) years from the date of Closing;

(d) $30,764.25 if the Successful Outcome of VAP-PDT US Pivotal
Clinical Study is achieved by the Corporation or any of its
Affiliates within eight (8) years from the date of Closing;

(e) $41,019.93 if FDA approval of the VAP-PDT Product is obtained
by the Corporation or any of its Affiliates within eight (8) years
from the date of Closing; and

(H) $20,509.50 if FDA approval of the Intratumoral Methylene Blue
Injection PDT Product is obtained by the Corporation or any of its
Affiliates within eight (8) years from the date of Closing.”;

2.1.4 by deleting Section 2.2.2 in the Share Purchase Agreement and the related Exhibit 1 in
their entirety and replacing therefore:

“2.2.2. [Intentionally deleted]”
and making any other changes necessarily incidental to these changes;

2.1.5 by deleting Section 2.2.3 in the Share Purchase Agreement in its entirety and replacing
therefor:

“2.2.3 The Purchaser shall deliver to the Vendors written notice of the
occurrence of a Milestone within seven (7) days of its receipt of written evidence
that such Milestone has been achieved. The Purchaser shall deliver to each of the
Vendors the respective cash payment as provide for in Section 2.2.1 to which they
are entitled hereunder within 30 days after the Purchaser’s receipt of written
evidence that the relevant Milestone has been achieved.”

2.1.6 by deleting Section 2.2.4 in the Share Purchase Agreement as amended by the First
Amendment, in its entirety and replacing therefor:

“2.2.4. [Intentionally deleted]”
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by deleting Section 2.3 in the Share Purchase Agreement in its entirety and replacing

therefore:

“2.3  In the event that the Purchaser has sold, directly or indirectly, or otherwise
disposed of, all or any part of the Intellectual and Industrial Property Rights with
respect to the VAP-PDT Product, the Chronic Rhinosinusitis PDT Product or the
Intratumoral Methylene Blue Injection PDT Product to an arms-length purchaser
(each a “Triggering Event”), the Purchaser shall pay or transfer to the Vendors,
on a Pro Rata Basis, 5% of the Net Proceeds from such Triggering Event (the
“Participation Fee”) and in such event the Purchaser will have no further
obligation to pay the cash payments provided for in Section 2.2.1 to the Vendors
in respect of any Milestones achieved after the date of such sale in respect of the
Intellectual and Industrial Property Rights sold to such arms- length purchaser.
Any Participation Fee payable to the Vendors will be paid within five (5)
Business Days after the Purchaser’s receipt thereof.”

2.1.8 by:

(a) deleting the definition of “Additional OBP Shares” in Section 1.1 in the Share
Purchase Agreement in its entirety;

(b) deleting the reference to the “Additional OBP Shares” in Section 4.2(b) and (c) in
the Share Purchase Agreement;

(©) deleting the reference to the “Additional OBP Shares” in Section 3.2.13 in the
Share Purchase Agreement and substituting therefor a reference to “any OBP
Shares hereunder”; and

(d) deleting each and every reference to the “Additional OBP Shares” in the

Amended Share Purchase Agreement and substituting therefor a reference to the
“cash payments provided for in Section 2.2.17;

and by making such other changes as are necessarily incidental to the changes set out

above;

2.1.9 Dby deleting Section 3.2.12 in the Share Purchase Agreement as amended by the First
Amendment in its entirety and replacing therefor:

“3.2.12. [Intentionally deleted]”

and making any other changes necessarily incidental to this change; and

2.1.10 by deleting Sections 3.6(f) and (i) and Section 4.2(d) in the Share Purchase Agreement, in

their entirety.

2.2 Each of the Vendors acknowledges and confirms that the Contingent Share Obligations
are hereby terminated and that the Vendors have no further rights to any securities of the
Purchaser pursuant to the Amended Share Purchase Agreement.

DM_VAN/286806-00001/8089935.1 H-5



3.0 GENERAL

3.1 Amended Share Purchase Agreement Ratified and Confirmed

Except for the changes and amendments to the Amended Share Purchase Agreement
specifically provided for herein, the Amended Share Purchase Agreement is hereby ratified and
confirmed in full force and effect, and the Amended Share Purchase Agreement as amended
hereby shall be read, taken and construed as one and the same instrument.

3.2 Effective Time

This Agreement shall become effective at the Effective Time (as defined in the
Arrangement Agreement), provided that if the Effective Time has not occurred on or before
October 1, 2011 this Agreement shall thereupon immediately terminate and cease to be of any
force or effect. Each of the parties hereto expressly acknowledge and agree that this Agreement
does not affect any representations, warranties and covenants provided prior to the Effective
Time.

3.3 Benefit of the Agreement

This Agreement shall enure to the benefit of and be binding upon the respective heirs,
executors, administrators, successors and permitted assigns of the Parties.

34 Governing Law; Attornment

This Agreement shall be construed and enforced in accordance with, and the rights of the
Parties shall be governed by, the laws of the Province of British Columbia and the laws of
Canada applicable therein. For the purposes of all legal proceedings, this Agreement shall be
deemed to have been performed in the Province of British Columbia and the courts of the
Province of British Columbia shall have jurisdiction to entertain any action arising under this
Agreement. Each of the Parties hereby irrevocably and unconditionally attorns to the exclusive
jurisdiction of the courts of the Province of British Columbia located in the City of Vancouver.

3.5 Counterparts; Facsimile

This Agreement may be executed and delivered in one or more counterparts and via
facsimile or by email, and by the Parties in separate counterparts, each of which when executed
and delivered shall be deemed to be an original but all of which taken together shall constitute
one and the same agreement.
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IN WITNESS WHEREOF this Agreement has been executed by the Parties hereto.

ONDINE BIOMEDICAL INC.
Per: “signed”

Authorized Signatory
Per: “signed”

Authorized Signatory
SIGNED, SEALED AND DELIVERED in
the presence of:

“signed” “signed”

Witness MERRILL A. BIEL

Address

N N N N N N N N N N N

Occupation
SIGNED, SEALED AND DELIVERED in
the presence of:

“signed” “signed”

Witness LESLIE HAHN

Address

N N N N N N N N N N N

Occupation
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SIGNED, SEALED AND DELIVERED in
the presence of:

“signed”’

Witness

Address

Occupation
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“signed”’

CHESTER SIEVERT



APPENDIX |

MANAGEMENT INFORMATION CIRCULAR
ONDINE BIOMEDICAL INC.
JULY 27, 2011

ONDINE DIRECTORS ON BOARDS OF OTHER PUBLIC COMPANIES

The directors of Ondine Biomedical Inc. are also directors of other public companies as outlined in the following
table:

Name of Director Name of Public Company
Carolyn Cross None
Colin Watt Lynden Energy Corp.

Fuller Capital Corp.
Oakham Capital Corp.
Donnybrook Energy Inc.

Margaret Shaw None
Michael Crane None
Dr. Merrill Biel None
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APPENDIX J

MANAGEMENT INFORMATION CIRCULAR
ONDINE BIOMEDICAL INC.
JULY 27, 2011

BOARD OF DIRECTORS MANDATE

I Board’s Purpose

Ondine Biomedical Inc. is committed to high standards of corporate governance and the Board of Directors is
committed to promoting a culture of integrity among management and, with the assistance of management,
throughout the Company.

The duties and responsibilities of Directors follow from applicable corporate laws, as well as those duties and
responsibilities generally agreed and approved by the Board of Directors. The intent is that the duties and
responsibilities guide the Board in complying with all applicable Canadian and U.S. legal and regulatory
requirements.

Directors are accountable to the shareholders of the Company.
Il. Board’s Mandate

The Board of Directors shall further the objectives of the Company by directing, supervising and otherwise
reviewing and approving the stewardship of the Company.

All material transactions must be reviewed and approved by the Board prior to implementation. Any
responsibility that is not delegated to senior management or a Board committee remains with the full Board. One
of the Board’s responsibilities is to review and, if thought fit, to approve opportunities as presented by
management and to provide guidance to management. The Board relies on management for the preparation of
periodic reports, and to provide the support and information necessary to enable the Board to fulfill its obligations
effectively.

The Board is responsible for developing and approving, in consultation with management, the Company’s
business objectives and goals, for approving the strategic plans developed by management arising there from, and
for monitoring subsequent performance of the Company and its management against such objectives and plans.
The Board is also responsible for identifying the principal risks associated with the Company’s business, ensuring
that the strategic plan takes into account both the opportunities and the risks, and for the implementation of
systems for managing the identified risks.

As part of its strategic planning process, strategic issues are reviewed with management and addressed by
the full Board at regularly scheduled Board meetings and at other meetings specifically called for this purpose. The
Board receives regular reports from management on the Company’s operations, budget, research and
development and risk management programs, meets with management on a regular basis, and reviews business
opportunities presented by management in the context of the Company’s strategic plan.

The Board is responsible for selecting senior management personnel and reviewing and assessing their
performance and integrity, supervising the development and implementation of corporate governance policies,
practices and procedures that are appropriate for the Company given its stage of development, supervising the
development and implementation of policies and procedures related to the Company’s internal control, and
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management information systems and for assessing and monitoring compliance with such policies and procedures;
succession planning, both for the Board and for senior management.

The Board has developed a communications policy for the Company and is responsible for reviewing and
assessing the effectiveness of such policy, together with all of the Company’s corporate governance polices and
practices, on a regular basis
Ill.  Specific Responsibilities and Duties

The Board’s mandate includes the following specific duties and responsibilities:

1. Reviewing/approving any proposed changes to the Company’s memorandum or articles.

2. Be responsible for, and take appropriate action with respect to, any take-over bid, proposed merger,
amalgamation, arrangement, acquisition of all or substantially all of the assets or any similar form of
business combination, including the approval of any agreements, circulars or other documents in
connection therewith.

3.  Approving any distributions to shareholders.

4.  Approving any offerings, issuances or repurchases of share capital or other securities.

5.  Approving the establishment of credit facilities and any other long-term commitments.

6. Selecting and appointing, evaluation of and (if necessary) termination of the CEO.

7. Approving the compensation of the senior executive officers, including performance bonus plans and
stock options.

8. Reviewing and approving annual operational budgets, capital expenditures and corporate objectives,
and monitoring performance on each of the above.

9. Approving the financial statements and MD&A, and making a recommendation to shareholders for the
appointment of auditors.

10. Assessing the contribution of the Board, committees and all directors annually, and planning for
succession of the Board.

11. Arranging formal orientation programs for new directors, where appropriate.

12. Establishing measures for receiving feedback from shareholders.
IV. Composition

The Board of Directors shall be comprised with a majority of individuals who qualify as independent directors
in accordance with the independence standards set forth in National Instrument 52-110 of the Canadian Securities
Regulators (“NI 52-110"). The Board of Directors is presently composed of six members.

In determining whether a particular Director is “independent”, the Board of Directors shall examine the
factual circumstances of each Director. When assessing whether a Director has a ‘material relationship’ with the
Company that could, in the view of the Company’s Board of Directors, be reasonably expected to interfere with the

exercise of a member’s independent judgment, the Board shall have regard to circumstances which are presumed
to constitute a ‘material relationship’ under NI 52-110 and, beyond such circumstances, the test of whether a
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relationship or business interest is ‘material’ will be based on the nature, circumstances, and activities of a
director.

V. Board Meetings Process

The powers of the Board may be exercised at a meeting for which notice has been given and at which a
guorum is present or, in appropriate circumstances, by resolution in writing signed by all the directors.

Responsibility for Convening

Regular meetings of the Directors may be called and held at such time and at such place as the Board may by
resolution from time to time determine. Any Director may call a meeting of the Board at any time.

Notice of Meeting

Reasonable notice of the time and place of each meeting shall be given by mail or by telephone or any other
method of transmitting legibly recorded messages. Reasonable notice shall not be less than 48 hours. A notice of
meeting of directors need not specify the purpose of or the business to be transacted at the meeting except where
the Act requires such purpose or business to be specified.
Quorum

The quorum for the transaction of business at any meeting of the Board shall be a majority of directors or
such other number of Directors as the Board may from time to time determine according to the articles of the
Company.

Chairman

The Chairman of the board is elected annually at the first meeting of the Directors following the shareholders
meeting.

Voting

At all meetings of the Board every resolution shall be decided by a majority of the votes cast on the
resolution and in case of any equality of votes, the Chairman has a second or casting vote.

Order of Business

The Board shall endeavor to conduct its business effectively and efficiently. Accordingly, best efforts shall be
made to provide Directors with the agenda and materials about 5 business days, and no less than 48 hours, ahead
of time in order that they may arrive at the meeting fully prepared.

Board meetings shall normally proceed as follows:

° review and approval of the minutes of the preceding meeting;

o business arising from the previous minutes;

° reports of committees;

° president’s report, financial and operational reports;

° other business;
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o setting the date and time of the next meeting; and
° adjournment.
Minutes of the meetings

A secretary should be named for each Board and committee meeting and minutes should be circulated at the
latest one month after such meeting. Minutes of the committees meetings will be given to each Board member.
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