





22

British Columbia Technology Sector Profile

Finance and Capitalization

The data is based on venture capital investments for B.C. based
advanced energy companies and all amounts are reported in
Canadian dollars. The source of the data is the VCReporter database
from Thomson Financial. Some transactions may have occurred that
are not captured in the Thomson Financial database, for example, an
acquisition of a B.C. company by a U.S. based firm will not be reflected
in the VCReporter database.
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Financing Statistics for B.C. Advanced Energy Sector
$M of Venture Capital Invested in B.C. in Advanced Energy 2003-2006

50 Source: Thomson Venture Economics (2006)
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Fiscal Incentives
The following tables provide
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incentives available to eligible

Y companies carrying on business
or residents located in BC. All

& of the incentives listed are tax

5 credits available from either the
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Research and Development Investment Tax Credits

Canada and British Columbia offer a generous program of research and development tax credits to support innovation. These credits can be
used to substantially fund R&D and are very attractive to companies establishing themselves in the province.

The Scientific Research & Experimental Development (SR&ED) is the federal program designed to encourage businesses, including small and
start-up companies, to work towards advancing technology to develop new or improved products or processes.

SR&ED provides companies with either refundable or nonrefundable tax credits for eligible expenditures incurred in Canada for research

and development activities. Companies qualifying as a CCPC (Canadian Controlled Private Corporation) are eligible to receive a 35 per cent
investment tax credit on up to $2 million of qualified expenditures and 20 per cent of qualified expenditures not eligible for the 35 per cent
rate. Non CCPC's are only eligible to receive tax credits of 20 per cent of qualified expenditures. All companies are able to carry forward federal
investment tax credits for 20 years (from 2006).

Canada - Federal Scientific Research and Experimental Development (SR&ED) Policy Details*
Tax Credit Qualifying Entities Tax Credit Rate Refund Rate Further Details" Who
Qualifies?
Scientific Research  Quialifying Canadian 35% of annual 100 % of ITCs on current The SR&ED is a Qualified
& Experimental Controlled Private expenditures up to expenditure computed at refundable tax credit, research
Development Tax  Corps. (CCPCs) threshold of $2 million  the 35% rate which means that even  must fit
Credit Program +20% of qualified +40% of [TCs on capital if an eligiblg ﬁr'm i; not advancgment,
(SR&ED) expenditures not expenditures computed at profitable, it will still uncertainty
eligible for the 35%  the 35% rate and of ITCs of a 9@t @ cash refund from and content
rate. qualifying corporation at the ©N92ging in RE&D. TS
20% rate. For non-CCPCs, even
though no refund is
Non CCPC’s 20% N/A available, the program
allows firms to reduce
Individuals 20 % 40 % of ITCs IEXES) PREIDIB r e

positive cash flow.
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Under the B.C. provincial investment tax credit program, eligible corporations can take a 10 per cent tax credit against provincial income tax in
addition to receiving federal SR&ED tax credits. Similar to the SR&ED program, CCPC’s are eligible for refunds while non-CCPC's must apply the
credit against taxes payable.

Province of British Columbia British Columbia R&D Tax Credit Policy Details"
Tax Credit Qualifying Entities Tax Credit Rate Refund Rate Further Details Who Qualifies?
British Columbia Qualifying Canadian 10 per cent Credit Refundable Qualifying CCPCs are Qualified
Provincial R&D Tax  Controlled Private Against Provincial refundable on the first $2  research must fit
Credit Corps. (CCPCs) Income Tax million of expenditures advancement,

eligible for SR&ED credit. uncertainty, and

content criteria.
Other Corporations may

Other Corporations Non-refundable carry the tax credit forward
10 years and back 3 years.

International Financial Activity (IFA) Act V"

B.C's International Financial Activity (IFA) Act came into effect on September 1, 2004, and provides eligible corporations and specialists with a
refund on B.C. income tax paid on income that is related to the corporation’s international financial activities conducted in B.C. The /FA Act was
established to support certain business activities by essentially exempting income from these activities from provincial income tax or providing
a significant reduction in the effective provincial tax rate.

These activities, all of which must be carried on with a non-resident person, includes: making loans, financing foreign affiliates, factoring trade
accounts receivables, distribution of film and television rights, leasing property, captive insurance activities and foreign exchange activities.

A corporation may receive an annual refund of 100 per cent of the provincial income tax paid on income earned from these activities. An IFA
specialist is eligible to receive a refund of up to 75 per cent of income taxes paid.

Effective January 1, 2006, the IFA has been expanded to include the refund of income tax paid on income derived from certain types of life
sciences patents™. Corporations may receive an annual tax refund up to the lesser of $8 million and 75 per cent of its corporate income tax paid
on income that is derived from international commercialization of life sciences patents.
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To be eligible for the refund, patents must have a primary classification number in accordance with the International Patent Classification

and not have expired. Broad classifications for the types of patents that qualify for refunds include the following: new plant or processes for
obtaining them, preservation of bodies of humans or animal, biochemistry, microbiology, investigation or analyzing food, and investigation or
analyzing biological material. This program is summarized in the following table.

Province of British Columbia International Financial Activity (IFA) Policy Details*
Tax Credit Qualifying Entities Refund Rate Further Details Who Qualifies?
British Columbia Incorporated 100 per cent of provincial income  Registered corporations may Must maintain
International Canadian companies  tax paid on non-life science patent claim a tax refund on patent membership in
Financial Activity with permanent activity. activity or other eligible activities  International Financial
Act establishments in B.C. (but not both) Centre British

Lesser of $8 million and 75 per cent
of provincial income tax paid on
life sciences patent activity.

Columbia Society

Small Business Venture Capital Act (SBVCA)

The B.C. Ministry of Economic Development offers tax credits to resident investors to help small businesses carrying on prescribed activities
gain access to early stage or 'seed’ capital through venture capital programs operated under the Small Business Venture Capital Act (SBYCA).
Prescribed activities include manufacturing and processing of goods in British Columbia, research and development of proprietary
technologies, development and operation of a destination tourist resort and the development of interactive digital media products.

The annual cap for equity capital investment under this program is $83 million of which $10 million of program capital is reserved for
investment in small businesses operating outside of the Lower Mainland and $17 million is reserved for investment in small businesses
substantially engaged in the ‘'new media’ sector.

Under the SBVCA, program investment is made either through a holding corporation known as a Venture Capital Corporation (VCC) or directly
to an Eligible Business Corporation (EBC). The EBC Tax Credit encourages direct investment by investors in eligible small businesses throughout
the province. Professional management of the VCC fund selects and manages a diverse portfolio of investments on behalf of the pool of
investors. Details of the SBVCA program are outlined in the following table.
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Province of British Columbia Small Business Venture Capital Act Policy Details
Tax Credit Qualifying Entities Tax Credit Rate Further Details Who Qualifies?
Small Business Resident investors who 30 per cent refundable tax credit®  Investors may provide up to $83  Residents and
Venture Capital Act  provide investment for individuals to a maximum of million per year in equity capital ~ corporations with B.C.
(SBVCA) capital into a VCC or $60,000 annually. (Not refundable  for investments in small business.  taxes payable
EBC for corporations with no maximum

For tax certificates greater than
$60,000, the excess can be

Tax credit is applied first against carried forward up to four years
provincial and federal taxes

payable, if any.

limit.)

The Venture Capital Corporation (VCC) Tax Credit encourages investment in small businesses operating outside of the Greater Vancouver and
Capital Regional Districts.

Employee Investment Act

The Labour-Sponsored Employee Investment Act provides investors with the opportunity to receive a provincial tax credit of 15 per cent and
a federal tax credit of 15 per cent on their investment in the fund. The funds seek long-term equity investment opportunities in companies
seeking ‘expansion’ capital.

Labour-Sponsored Funds are registered under the Employee Investment Act and are owned by shareholders who rely on professional
management to select investments. Two Labour-Sponsored Funds that are registered in the province include Altura Growth Fund (EVCC) Inc.
and the Working Opportunity Fund (EVCC) Ltd.

Social Service Tax Act

The B.C. Social Service Tax is a provincial sales tax of 7 per cent levied on the purchase price of tangible personal property. Eligible
manufacturers purchasing production equipment and machinery can apply for an exemption of the sales tax*.
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Province of British Columbia B.C. Sales Tax Exemption for Equipment and Machinery Policy Details*"
Tax Credit Qualifying Entities Tax Credit Rate Further Details Who Qualifies?
Social Service Manufacturers Exempt from 7 % PST Production machinery and Must meet definition
Tax Act equipment purchased or leased  of manufacturer and
by manufacturers are exempt equipment must
from tax be used primarily

and directly in
manufacture of
qualifying tangible
personal property

Energy Conservation and Renewable Energy Incentives

In addition to the above government support programs, there are specific incentives available from the federal government to encourage
investment in energy conservation and renewable energy projects. These incentives include:

ecoEnergy for Renewable Power Program (ERRP)"" —provides a total federal commitment of $1.48 billion to generate 4,000 megawatts
of renewable electricity. This fiscal incentive can be claimed per kilowatt hour—at one cent per kilowatt hour for up to 10 years.

Class 43.1 in Schedule Il of the Income Tax Act*"*, —accelerated capital cost allowance rates to encourage firms that produce energy
to invest in equipment that uses renewable energy sources and waste fuels, or by using fossil fuels efficiently. Applies to certain electricity
cogeneration systems and certain thermal energy systems (to produce thermal energy directly in an industrial process). This provision was
recently extended (in November 2005) to cogeneration systems that use spent pulping liquor.

Canadian Renewable and Conservation Expenses (CRCE) —fully deductible expenditures that are associated with the start-up of
renewable energy and energy conservation projects where at least half of the capital costs of property can be described under Class 43.1.
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Value Chain / Ecosystem

The following two diagrams illustrate the value chain/ecosystem of the advanced energy sector in B.C.
Organizations that support or provide services to the sector are placed into the top and middle of the
diagram according to their function as follows:

« Industry support organizations

- Industry infrastructure

- Research facilities

- Specialized finance organizations and

- Education and human resource support organizations

Advanced Energy companies directly involved with creating advanced energy technologies are then
slotted into five activity categories including:

- Project developers
- Generation

+ Transmission

- Energy storage and
- End use

The second diagram shows companies engaged in sub-categories under the advanced energy generation
activity, encompassing activities such as: ambient energy capture, biomass conversion, fuel cell and stack
development and end use.



Advanced Energy Sector: Opportunities for Investment, Talent and Enterprise

Fuel Cell
and Stack Development

Ambient Energy Biomass Conversion

Capture

General:
« Altek Power Corp

« Energy Alternatives Ltd.

« Energy Options Ltd.

« SPSEnergy Solutions

« Terratek Environmental
Solutions

« Tri-Y Enterprises Ltd.

« Vancouver Renewable
Energy Co-op

Solar:

« Astravan Distributors

- (Canadian Solar
Technologies

« Day4 Energy Inc

- Solar Plus

- Solarcrest Innovations

« Swiss Solar Tech

« Taylor Munro Energy
Systems

« Thermomax Industries
Ltd

Wind:
+ Quantum Wind
« WestTech Energy Inc

Current:
« (lean Current Power
« Blue Energy Canada

Small Hydro:
Asian Phoenix Resources
. Dependable Turbines
« EcoHydro Energy Ltd.
+ Synex International
« Thompson & Howe
Energy Systems

Geothermal:

« Earth Source Energy

« GeoTility Systems Group
« Lockhart Industries

Wave:
« Synchwave

Combustion:

« (lean Energy
Combustion Systems

« Inproheat Industries

« Sherwood Industries

« Entropic Energy

« FPILtd. (Fireplace
Products

- International)

« JF BioEnergy

Gasification:
« Heuristic Engineering
- Nexterra

Pyrolys:s
« DynaMotive Energy
Systems Corp

« Linneaus Plant Sciences
Inc.

FueISuppIy
« Agri-Green Biodiesel
- Biofuel Systems
Technologies

- (anadian Bioenergy Corp.

- (ascadia Biofuels

- Linaeus Plant Sciences

« EnEco Industries

- Okanagan Biofuels

« Pellet Flame Inc.

- Pinnacle Pellet

« Premium Pellet

« Princeton Cogeneration
Corp

- Waste Qil Refining
Technology

« West Coast Reduction
Ltd.

Ethanol and Methanol:
- Syntec Biofuels

« Lignol Innovations

- (Cascadia Biofuels

« Methanex

«Angstrom Power Inc.

- Ballard Power Systems Inc.

« (Cellex Power Products Inc.

« DPoint Technologies

« General Hydrogen Corporation

« Gen-X Power Corp. Ltd.

« Greenlight Power Technologies Inc.
+ (Hydrogenics)

+ H3 Energy

« Heliocentris Energy Systems

+ MagPower Systems Inc.

« Methusala Microcells

« Palcan Fuel Cells Ltd.

+ PEM Engineers Inc.

« PowerDisc Development Corporation Ltd.
« Tekion Inc.

« Zongshen PEM Technologies Inc.

« VEPower Technologies
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Industry Support Organizations

Strategic Consulting

« MK Jaccard and Associates - Avalon Mechanical Consultants Ltd.

Wise Energy « Willis Energy Services
ZE PowerGroup Inv « Enerpro Systems Corp.

- (anadian Transportation Fuel Cell Alliance
« NRClInstitute for Fuel Cell Innovation

« Powertech Labs

« Translink

« BCHydro

« BCHydrogen Highway

« Vancouver Fuel Cell Vehicle Program

Project Developers

- (Canadian Green Power Ltd. Geothermal:

« SeaBreeze Power Corp.

Windmill DevelopmentsInc.  « Greenlsland Energy

Small Hydro and Run of River: * Western GeoPower Corp.
« Cloudworks Energy Inc. Wind Power:
- Eaton Hydro DevelopersInc. ~ « Aeolis Wind Power Corp.

« Run of River Power Inc.
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Plutonic Power Corp. - Earth First Energy Inc.

« English Bay Energy

« Greenwind Power Corp.

«Nai Kun Wind Development Inc.
« Sequoia Energy

- Stothert Power Corp.

+ Dynamic Geothermal Systems Ltd.

Project Implementation

- Barkley Project Group - (ity Green
« Energy Optimizers Inc. + Energex
+ Hemmera Energy Inc. + Sempa Power

« Save-On Energy Inc.

« WVicnstitute for Energy Systems

+ Windmill Developments

British Columbia Technology Sector Profile

Engineering,
Design and

Manufacturing

« SFU Mathematics and Information Technology and Complex Systems National Centre of Excellence

« SFU Energy and Materials Research Group

« UBC Centre for Environmental Research in Minerals, Metals and Materials

« UBCClean Energy Research Centre

BCIT Photovoltaic Energy
. Applled Research Lab

Generation

Ambient Energy Capture
Biomass Conversion
Fuel Cell and Stack Development

Transmission

Power Conditioning and
Measurement:

«Alpha Technologies

« Analytic Systems

« Argus Technologies Inc.

« Go Power! Electric Inc.

« Innovative Circuit Technology (ICT)
« Legend Power Systems

- NxtPhase Corporation

« Philtek Power Corp.

« Power Measurement (Schneider

Electric)

« Pro Energy Solutions Inc.
+ Quadlogic Meters Canada Inc.
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« HY-GEO Consulting

+ NeoDym Systems Inc.

« Neutron Technologies Inc.
« Sacré-Davey Engineering

- BCAngel Forum

« Chrysalix Energy

« Ventures West

« GrowthWorks Capital
- Pangaea Ventures
+ Smart Seed Equity

- Tantalus Systems Corp.
« Thomson Technology
« Xantrex Technology Inc.
« (Conventional Boiler

Technology
[BCTechnologies
« Reliable Controls Corp.

- Viessman Manufacturing Co.

+ D-BEquipment Ltd.

« ECCO Heating

« Eneready Products Ltd.
« Trane BC

« Pro Star Mechanical

« Technologies Ltd.

Hydrogen Supply

« H3 Energy

« Membrane Reactor Technologies
« PowerNova Technologies Corp.

+ QuestAir Technologies

Energy Storage

Advanced Power Storage:

+ AccelRate Power Systems

« (adex Electronics Inc.

- EaglePicher Energy Products Corp.

« E-One Moli Energy (Canada) Limited
+ Mountain Power

« VRB Power Systems Inc.

Gaseous Storage:

+ IMW Industries Ltd.
«Jordair Compressors Inc.
« Powertech Labs

Lobbymg and Industry Support

Power Technology Alliance
« Hydrogen and Fuel Cells Canada
« EcoSmart Foundation
- (anadian Transportation Fuel Cell
Alliance
« BCSustainable Energy Association
« BCWind Energy Association
- (anadian Institute of Energy (BC)
+ Community Energy Association

« BCTransmission Corporation: BC Transmission Academy
- (Canadian Technology Human Resource Board

End Use

Low Power Demand Products:

« Bell Lighting Technologies Inc.

- (armanah Technologies Inc.

« JSF Technologies

- Ledalite Architectural
Products Inc.

« SED Technologies

« TIR Systems Ltd.

- Gasmaster Industries Inc.

- International Thermal
Research Ltd.

« Island Energy

Electric Motors:
« ADL Products Inc.

« Geoexchange BC

« Independent Power Producers
Association of BC

- Vancouver Electric Vehicle
Association

« (anadian Geothermal Energy
Association

+ (Ocean Renewable Energy Group

- PricewaterhouseCoopers

Vehicle Systems:

- (atalyst Energy Inc.

- ECO Fuel Systems Inc.

« Enviromech Industries

+ Mogas Sales Inc.

- Neoteric Biofuels Inc.

- NxtGen Emission Controls Inc.

« Technocarb Equipment (2004) Ltd.

« Westport Innovations Inc.
«Azure Dynamics Corp.
« Delta-Q Technologies Corp.
- (Canadian Electric Vehicles Ltd.
« Dynasty Electric Car Corp
+ Translink
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Industry Contacts
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Hydrogen & Fuel Cells Canada: John Tak, President and CEO
4250 Wesbrook Mall, Vancouver, BC. V6T 1W5 Ph: 604 822-9178

Power Tech Alliance: Julian Taylor, Executive Director
900-1188 W. Georgia St, Vancouver B.C. V6E 4A2

Ocean Renewable Energy Group: Chris M Campbell Ph.D, Executive Director
121 Bird Sanctuary Dr. Nanaimo, B.C. VR 6H1 Ph: 250 754-0040

Powertech Labs: Richard Marchant, CEO
12388-88th Avenue, Surrey, B.C. V3W 7R7 Ph: 604 590-7500

Independent Power Producers Association of BC: Steve Davis, President
26-181 Ravine Dr,, Port Moody, B.C. V3H 4T3 Ph: 604 461-4778

National Research Council: Olga Kargina, Industrial Technology Advisor, Pacific Region

8900 Nelson Way, Burnaby, B.C. V5A 4W9 Ph: 604 298-5699

jtak@h2fcc.ca

julian@power-technology.ca

ed@oreg.ca

richard.marchant@powertechlabs.com

steve.davis@ippbc.com

olga.karinga@nrc-cnrc.gc.ca

University of British Columbia: Prof. Bob Evans, Director Clean Energy Centre, Dept. of Mechanical Engineering

2054-6250 Applied Science Lane, Vancouver, BC, V6T 174 Ph: 604 822-3484

evans@mech.ubc.ca

BC Hydro: Ralph G. Zucker, PEng. Director, Asset Investment and Reliability, Field Operations
6911 Southpoint Drive (E10), Burnaby, B.C. V3N 4X8Ph: 604 528-7701 ralph.zucker@bchydro.com
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Endnotes
i PSReilly, Survey of Technology Producers in the Sustainable Energy Cluster. The survey was of technology producers in the Alternative
Energy and Power Technology sectors.

i Government of Canada, Government of British Columbia, Hydrogen & Fuel Cells Canada, and PricewaterhouseCoopers, British
Columbia Fuel Cell and Hydrogen Industry Profile 2005

iii - US Fuel Cell Council, Hydrogen & Fuel Cells Canada, Fuel Cell Europe, Fuel Cell Commercialization Conference of Japan, and
PricewaterhouseCoopers, 2006 Worldwide Fuel Cell Industry Survey

iv - Companies included among the twenty largest companies are those that rank the highest by 2005 revenues according to Business in
Vancouver Magazine, Hightech British Columbia 2006 and by 2004 revenue according to Business in Vancouver’s Book of Lists 2005.
Annual revenues were confirmed by reviewing the most recent annual report for each company where available. In cases where
the annual revenue figures differed between these sources, we used revenues from the company’s annual report. The Business in
Vancouver publications were also used as sources for information on employment numbers. Finally, Factiva was used to supplement
revenue and employment data where that data was unavailable elsewhere. Where revenues are reported in SUS, they have been
converted to SCAN based on the monthly average SCAN/SUS exchange rate of the last month of the company’s fiscal year. Where
revenues are not from a company’s annual report, the annual 2005 exchange rate is used to convert the revenues to SCAN.

v PricewaterhouseCoopers, Tax Facts and Figures for Individuals and Corporations, 2006

vi - Susan Ward. Don’t Miss Out on the SR&ED Tax Credit Program. From “Your Guide to Small Business Canada” available at http.//
sbinfocanada.about.com/od/taxinfo/a/SREDtaxcredit.htm

vii PricewaterhouseCoopers, Tax Facts and Figures for Individuals and Corporations, 2006

viii Ministry of Small Business and Revenue, Bulletin IFA 001, International Financial Activity Overview, Revised February 2006
ix Ministry of Small Business and Revenue, Bulletin IFA 002, Life Science Patents, Revised April 2006

x  PricewaterhouseCoopers Tax Facts and Figures for Individuals and Corporations, 2006

xi To the extent credit is made available by the Ministry of Economic Development.

xii - Ministry of Small Business and Revenue, Bulletin SST 054, Manufacturers, Revised February 2003

xiii PricewaterhouseCoopers, Tax Facts and Figures for Individuals and Corporations, 2006

xiv Natural Resources Canada (awaiting link for this program)

xv Government of Canada, Tax Incentives for Business Investments in Energy Conservation and Renewable Energy, 1998

xvi Government of Canada, Canada Gazette, “Regulations Amending the Income Tax Regulations (Capital Cost Allowance — Forestry
Bioenergy Equipment)”, Vol. 140, No.23, June 10, 2006



PRICEWATERHOUSE(COPERS

Research for this profile was conducted by PWC






