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Notices/Disclaimer:

« This is a presentation of legal principles, and is provided for informational purposes only. Nothing
herein constitutes legal advice, nor any warranty nor guarantee of results, nor representation of
fitness for use.

« Implementation of these legal principles requires the simultaneous, and fact-specific, application of
several areas of law, including (but not limited fo) Contracts Law, Corporate Law, Intellectual Property
Law, International Law, and Tax Law.

*Please seek the advice of a legal professional.

All contents © 2014 Stonecracker Scientific Law, LLP Al Rights Reserved. “Stonecracker Scientific Legal Network”, “Stonecracker Scientific Law”, “Stonecracker
Scientific”, the Stonecracker penguin emblem, “R&D Shift”, “SR&ED Shift”, “IRB Shift”, “ITB Shift”, “R&D Boost”, “SR&ED Boost”, “IRB Boost”, “ITB Boost” and all related

and/or derivative marks are trademarks and/or service marks of Stonecracker Scientific Law, LLP
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Overview

Stonecracker Scientific Legal Network

« First and only R&D tax credit lawyers, aerospace/defence/security (A/D/S) client base

SR&ED (Scientific Research and Experimental Development) Program Overview
e $5B+ annual R&D incentive, one of largest and most generous tax credits on planet

« 25+ year history, recent extensive policy/enforcement review -- major program changes

IRB/ITB (Industrial and Regional Benefits / Industrial Technology Benefits) Program Overview

o Canadian industrial offsets in-a-nutshell
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R&D Shiff™

«Leverages Dyson’s and Jenkins’ reports on R&D funding and resulting policy changes

«R&D Shiff™ program allows A/D/S primes/sub-primes to leverage SME's and combine SR&ED’s with
IRB’s as competitive business tools to: immediately boost earnings/balance sheets, get 2.3X SR&ED
benefits, and 9-18X+ IRB offsets on cash value of transactions

«For A/D/S primes, R&D Shift™ can potentially lower bid-prep costs, post-contract award program-
delivery costs, and in-service-support. Finally, a profitable way to leverage SME's.

«For SME’s, R&D Shiff™ is life-changing. Finally, a path to unprecedented IP and capital raising.

« For Economic Development bodies, R&D Shiff™ offers game-changing transformation of the entire
economy. Finally, a practical way to activate high-grow firms to allow S -> M ->
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Federal SR&ED Tax Credit Rates

Change
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&P R&D Shift SME
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Large Co.

V)
1 5 & LargeCo Shifts R&D work to SME

‘ < SME Provides Realtime R&D IP and Output to LargeCo.
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LargeCo Benefits SME Benefits
*Large Co. Owns IP » Receives major funding from LargeCo
* Receives realtime R&D IP and output from SME * Receives high-rate cash-refundable SR&ED
* Leverages SME agility and innovation » Shares resu?ting IP with LargeCo.

» May sharein LargeCo's revenue stream
* Receives 2.3X amount of SR&ED work effort

» Dramatically improves EBITDA and Balance Sheet * Receives Knowledge Transfer from Lqr%eCo

» Gains SME partner without M&A liabilities » May co-brand newly-developed IP with LargeCo

» Can receive recurring income stream from SME * Receives funding without M&Arisk ME
Large Co. * Improves agility and innovative capabilities @—0
Foreign Co. » May create new products and revenue streams

-
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SR&ED

/’ The “Cake” \ e
2.3X
35"

Large Co.

0,
1 5 A LargeCo Shifts R&D work to SME

. ( SME Provides Realtime R&D IP and Output to LargeCo.
V/

The “Icing”
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2.3X
35%

1 5% LargeCo Shifts R&D work to SME
/ Knowledge/IP Xfer = 9X IRB's

‘ ( SME Provides}éne R&D IP and Output to LargeCo.
Cash = 9X IRB's Equipment purch/xfer = 7X IRB’s
Other related = 4X IRB’s

CC ada Jnirea Ningaom
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Q8A:

Kevin Wong, LL.B,
Barrister & Solicitor
Stonecracker Scientific Legal Network

kwong@stonecracker.com
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