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Accountability Statement

The accountability report for INNOVAcorp for the areended March 31, 2008, is prepared
pursuant to the Provincial Finance Act and govemtrpelicies and guidelines. These authorities
require the reporting of outcomes against INNOVA&business plan for the fiscal year 2007-
2008. The reporting of INNOVAcorp’s outcomes neaedsincludes estimates, judgements and
opinions by INNOVAcorp management.

We acknowledge that this accountability report Ise tresponsibility of InNOVAcorp
management. The report is, to the extent possiblepmplete and accurate representation of
outcomes relative to the goals and priorities seiroINNOVAcorp’s business plan for the year.

Honourable Angus Maclsaac
Minister, Economic Development

Dr. Jacquelyn Thayer Scott
Chair, INnNOVAcorp Board of Directors

Dan MacDonald
President & CEO, INNOVAcorp
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Introduction

This accountability report covers the INNOVAcorsimess plan for 2007-2008 and therefore should
be read in conjunction with that plan. Visit wwwnovacorp.ca to download a copy of the plan. The
report reviews the goals and priorities set ingheng of 2007 and reports on the accomplishments
and progress achieved during the period ending IMaic 2008. Financial results are provided with

an explanation for any significant budget variances

This is INNOVAcorp’s seventh accountability repsimce the Government of Nova Scotia extended
its requirement of annual accountability reportgtdude crown corporations.

INNOVAcorp helps high potential early stage NovaotBc companies commercialize their
technologies and succeed in the global marketplgeery day, INNOVAcorp staff engages high
potential early stage technology companies to geviands-on business guidance, customized to
address specific business challenges.

INNOVAcorp’s High Performance Incubation (HPi)™usiness model comprises three interwoven
resources — incubation infrastructure, businesstonieg and seed and venture capital investment —
designed to move at the speed of business to hgippotential Nova Scotia knowledge companies

overcome traditional hurdles to business growthe Rlambers show the HPi business model is
effective. INNOVAcorp’s economic, client satisfamti and leading indicator metrics continue to

show strong growth.

During fiscal year 2007-2008, InNOVAcorp furthertansified its role in driving the knowledge
economy and innovation capital markets in Nova i&cdtVorking with its clients and partners,
INNOVAcorp made significant progress during thisipe.

In 2007-2008, the pipeline of new start-up NovatiBcknowledge company opportunities reached
an all time high, including a marked increase & ttumber of start-ups based in rural Nova Scotia.
INNOVAcorp received 121 submissions from across aN®cotia to its I-3 Technology Start-Up
Competition, reflecting the high level of innovatibappening in the province.

Additionally, the average venture capital deal sizéAtlantic Canada increased more than 25 per
cent since 2004, surpassing the growth of dealrstienally.

In 2007-2008, INNOVAcorp provided advisory servicasd relationship management support to
more thanl58 Nova Scotia early stage companes] helped advance the efforts2@ university
research-level projects. At fiscal year end, InNN@@#F's incubation facilities, including the
Technology Innovation Centre in Dartmouth and theS8ience Enterprise Centre in Halifax, stood
at 88 per cenbccupancyInNOVAcorp’s annual client satisfaction survey, danted in February
2008, demonstrated that 92 per cent of clientsatisfied with InNOVAcorp’s services.

We are proud of our 2007-2008 achievements, whidrly reflect the high value our clients receive

from our services on a daily basis. In 2008-200OQVAcorp will further strengthen its products
and services to fuel sustainable economic growtliama Scotia.
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INNOVAcorp Progress and Accomplishments 2007-2008

INNOVAcorp’s core business offering is its High emance Incubation (HPi)™ business
model. Recognized internationally as a best praajproach to technology commercialization,
HPi incorporates three interwoven resources — iatab infrastructure, business mentoring, and
seed and venture capital investment.

As stated in our 2007-2008 business plan, our pedace for that year can be measured against
two goals and seven priorities.

Goal 1. To fuel sustainable economic growth by enabling Moscotia knowledge-based
companies to accelerate the commercialization ogithtechnologies and increase
competitiveness in export markets.

Nova Scotia’s ability to compete — regionally anobglly — is increasingly reliant on the success
of its knowledge companies. These high growth conigsapositively affect the province’s
prosperity more than any other sector of the ecgnom

The rapid pace of globalization is both an oppatjufor and a threat to Nova Scotia. Nova
Scotia companies have every opportunity to competeserve global markets. INNOVAcorp’s

HPi business model enables Nova Scotia technologypanies to move swiftly through the

commercialization process. Every day, INNOVAcorpffsengages high potential early stage
technology companies to provide hands-on businegtagce, customized to address specific
business challenges.

Goal 2. To collaborate with private and public partners touild a dynamic high growth
entrepreneurial culture in Nova Scotia.

INNOVAcorp continually collaborates with entreprer® private sector organizations,
professional services firms (i.e. legal, accountmgrketing and human resource services), angel
and venture capital investors, academia, industsp@ations and public sector agencies to help
build a dynamic high growth entrepreneurial culturéhe province.

By leveraging INNOVAcorp’s corporate knowledge based expanding network of private
sector advisors, and through partnerships withroegéions across the province, the region, the
country and beyond, we help clients find more diegx cost effective paths to success.

We work diligently to build a vibrant entreprenalrculture across Nova Scotia by being an

active partner and knowledgeable consultant orvides and initiatives that boost technology
industry development.
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Priorities
1. Enhance and Expand HPi™ Business Model Services

INNOVAcorp’s core business offering is its High feemance Incubation (HPi) ™ business model, whish i
recognized nationally and internationally as a bgsactice technology commercialization approa¢h.major
priority in 2007-2008 was to enhance and expand Hi™ business model to efficiently handle the éased
number of clients and to achieve maximum benéfitlients and return on investment for Nova Scdiia2007-
2008, INNOVAcorp focused on maximizing its valug w&tile enhancing its HPi business model to fustainable
economic growth.

« InNOVAcorp collaborated with a wide variety of peskional services firms across Nova
Scotia, including legal, accounting, marketing, lammesource, and other consulting services
companies, to help move clients swiftly along tlehpto commercialization. Through the
province-wide I-3 Technology Start-Up CompetitidnNOVAcorp engaged more than 25
key private sector partners from across Nova ScbtldOVAcorp continues to forge new
relationships with highly relevant external firmsra@ss the province, allowing the
organization to effectively refer clients and héhem develop relationships with firms that
can help them accelerate through the commerciadiz@rocess.

« InNOVAcorp expanded its network of private sectatviaors and partnerships with
organizations across the province, the region, dhentry and beyond. The organization
continued to collaborate with industry partnerscluding BioNova, Nova Scotia’s
biotechnology and life sciences industry assoamtamd ITANS, the information technology
industry alliance of Nova Scotia, to help strengthbese industries in the province.
INNOVAcorp also continued to work with other sigoént industry organizations such as
Entrepreneurs’ Forum, the provincial Industry LoanOffice (ILO) Network, the provincial
network of Regional Development Authorities (RDAB)pvaKnowledge and Springboard
Atlantic, to help strengthen entrepreneurship inv&oScotia and help further the
commercialization of knowledge-based products amdviees at the university and
community levels.

+ Building upon momentum created in 2006-2007, INN@W9#p further increased its role as a
national/international advocate for Nova Scotia owation through significant direct
coverage in regional, national and internationdlligations, including the Globe and Mail,
Canadian Business, Progress, Nova Scotia Operet@v/tirld, and CBC, and with speaking
engagements at notable national and internatioveits, including the Canadian Venture
Capital Association’s annual conference and thedNat Business Incubation Association’s
national conference.

« InNOVAcorp was increasingly looked to as a subjeetiter expert on the region’s venture
capital environment. A long-time member of the Ghaa Venture Capital Association,
INNOVAcorp was intimately involved in planning amdganizing the association’s annual
national conference in May 2007, which took place Halifax. INNOVAcorp also
participated in the event as a presenter and asi@ pnoderator for “Early Stage Investment
Strategies.”
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INNOVAcorp delivered enhanced information and comioations technology (ICT) support
to resident client and affiiate members, incregsithe quality and availability of
infrastructure and services offered. By installinrgdundant fibre and implementing a
continually managed network with centralized sdguinNOVAcorp offers highly reliable
voice and data services at the same price comparoekl pay externally for “consumer
grade” services. The improvements to the ICT inftecture and support resulted in a higher
level of client and staff satisfaction in this area

A plan was finalized to provide remote backup smsito INNOVAcorp clients beginning in
fall 2008. The service will automatically backupeals’ critical files off-site at a secure
location to ensure maximum protection in the ewdrmtata loss or corruption. Additionally, a
server hosting facility and backup power at thehhetogy Centre will be completed in late
2008.

INNOVAcorp’s IT team created “InNNOVAnet,” a monthéspublication intended to provide
INNOVAcorp clients and staff with tips and tooldating to technology products, services
and issues encountered daily. INNOVAcorp’s IT ssgiwere also expanded to include a
direct IT support phone line for clients.

INNOVAcorp engaged a third-party firm specializimg web development to evaluate its
website and identify new opportunities to target trganization’s primary audiences. The
firm completed a comprehensive audit of the webeite submitted recommendations, most
of which were implemented shortly after the review.

INNOVAcorp issued a request for proposals and aedua contract to a local firm for the
migration of its current content management sydianits website ww.innovacorp.ch to
take place early in 2008-2009. The project’s prynajective was to identify the right firm
to successfully migrate INNOVAcorp's current websib a more flexible, easy-to-use,
reliable content management system, and giveetrashed look and feel while maintaining
existing branding elements.

INNOVAcorp supported the early stage technology rmm@ntialization efforts in rural Nova
Scotia and in post-secondary research institutiormigh the Nova Scotia Proof-of-Concept
Fund and the Early Stage Commercialization FundCfgSrespectively. (Details about the
ESCF can be found on page 8.)

INNOVAcorp launched its province-wide 1-3 TechnojogStart-Up Competition in
September 2007 in five geographic zones across Sow#a. The competition was intended
to create start-up business building capacity maeAwide. -3 was open to all Nova
Scotians with potential new knowledge-based busems(See page 7 for a detailed look at
the I-3 Technology Start-Up Competition.)

INNOVAcorp further leveraged its website by cregtan online submission form for the 1-3
Technology Start-Up Competition. The form helpe@ainline the submission process and
simplified the steps involved in entering the coirtjme.
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« InNOVAcorp’s pipeline of high potential clients meased. Staff worked with more than 158
Nova Scotia-based early stage companies and helpeahce the efforts of 22 university
research-level projects.

« At fiscal year end, INNOVAcorp’s incubation faadis, including the Technology Innovation
Centre in Dartmouth and the BioScience Enterprisati@ in Halifax, reached 88 per cent
occupancy.

« InNOVAcorp’s annual client satisfaction survey, daoted in February 2008, demonstrated
that 92 per cent of clients are satisfied with INWK&orp’s services overall.

INNOVAcorp’s activities in 2007-2008 resulted in mmcgrease in the number of clients assisted,
improved the depth and quality of service providedjntained the level of client satisfaction
and the ability to develop and manage a sustaingipeline of clients, and increased
INNOVAcorp’s ability to achieve maximum benefit fafients and return on investment for
Nova Scotia.

2. Stimulate Innovation in Rural Nova Scotia

In 2007-2008, INNOVAcorp set out to improve theneoaic prosperity of Nova Scotia and help
turn the tide of outward migration by leveragingarmation technology and uncovering and
supporting innovation to enable rural communitiegarticipate in the global knowledge-based
economy.

« As previously mentioned, INNOVAcorp launched iteyance-wide I-3 Technology Start-Up
Competition in September 2007, further extending reéach across Nova Scotia by
collaborating with the 13 Regional Development Awities and more than 25 private sector
firms around the province. The competition tookcplin five geographic zones across Nova
Scotia and was intended to create start-up busihedising capacity province-wide.
INNOVAcorp received 121 submissions from all comef the province. First and second
place winners were selected in each zone, and weelb provincial winner was selected
from among the five first place zone winners. Wrsngeceived cash and in-kind
contributions that were to be used to establisfudher develop the start-up ventures. The
in-kind contributes included business building exige, services and resources (i.e. legal,
accounting, marketing, human resource, and othasuiting services) from professional
service firms located in the winners’ zones. Thepetition had a significant positive impact
on rural innovation in Nova Scotia and resultedsignificant coverage in print, radio and
television coverage across Nova Scotia.

« InNOVAcorp increased collaborations with the Novata Co-operative Council, including
presenting at the organization’s annual conferemceworking with the Council on specific
projects. One such company was Connecting Peoplédéalth Co-operative Limited —
Canada's first and only online medical supporticlim web-based, subscription service
offering for physicians and healthcare professienal
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- Through increased rural outreach initiatives suehtlee 1-3 competition, INNOVAcorp
secured solid relationships with all Regional Depehent Authorities and other key
economic development organizations across the peevi

+ Remote client service offerings were formalized amthanced. Non-resident clients were
formally notified of INNOVAcorp’s full suite of seices.

« InNOVAcorp continued to co-lead the Broadband fard Nova Scotia initiative. A request
for proposals was issued and two contracts wereesstully negotiated for the delivery of
high speed access to the internet to 100 per dehlova Scotians by the end of 2009.
INNOVAcorp’s president & CEO led public informatiogessions across the province to
inform audiences about the impact of the initiaawl the roll-out plan.

- The Early Stage Commercialization Fund initiativeaswsuccessfully implemented at
universities in rural areas of Nova Scotia.

« InNOVAcorp worked closely with community collegepresentatives across Nova Scotia to
help drive entrepreneurial activities in rural aea

3. Monetize university research and entrepreneurial activities

Nova Scotia is home to 11 universities and a strmorgmunity college system with 13 campuses
across the province. Approximately $120 millionré@search is conducted at these institutions
each year. The long-term goal is f&fova Scotia universities and colleges to be known
nationally for their innovative engagement of thesiness community, “business building”
curriculum, and the flow of applied research towsambmmercial products

« InNOVAcorp partnered with several Nova Scotia ursitees and the community college
system to help deliver a strengthened post-secgndatrepreneurial curriculum. For
example, working with Dalhousie University, INNOV@éwp contributed to planning and
future development for the school’'s MBA program.

« In conjunction with Nova Scotia Economic DeveloptdnNOVAcorp manages the Early
Stage Commercialization Fund (ESCF). The purposheESCF is to provide funding for
projects demonstrating readiness to advance a dithnthat has achieved, or is close to
achieving, a prototype/proof-of-concept stage an@dpproaching market readiness with a
possibility of attracting industrial partners andiovestment. The prospect of generating a
revenue stream must be apparent. Since its estatdigt in 2005, ESCF has funded 31
projects in nine Nova Scotia post-secondary insis. In 2007-2008, INNOVAcorp refined
the ESCF process and worked with several 2006-H®CF recipients. INNOVAcorp will
roll out the ESCF to Nova Scotia universities aalleges in late summer 2008.

« In 2007-2008, INNOVAcorp engaged two MBA work testudents and one engineering
undergraduate student. The students delivered dbongpeand scalable content to the
INNOVAcorp business model, and were exposed toreetyaof real world business issues
surrounding early stage companies while workingelpwith two INNOVAcorp clients.
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« InNOVAcorp challenged MBA students to propose tatbsolutions to INNOVAcorp client
roadblocks to commercialization. Case studies \peesented to and analyzed with business
school classes at universities such as Cape Blétorersity. INNOVAcorp also participated
in various speaking engagements at Nova Scotiaigsetsities and community college
campuses.

4. Maximize the economic impact of the NSFF

INNOVACcorp plays a key role in improving Nova Sgetinnovation capital markets. One of
INNOVAcorp’s key assets is the Nova Scotia FirstdH{INSFF) combined with seed and venture
capital investment expertise. The fund is beingaged so that investee companies benefit from
operational and financial due diligence and memgri and are better prepared to approach
other investors. Investments are designed to peoveturn on investment and cash-on-cash
monetization on exit# priority in 2007-2008 was to maximize the ecomoimipact of the Nova
Scotia First Fund and play a key role in improvihg province’s innovation capital markets.

- Financial capital, and more specifically "accesscapital-capacity building,” is a key
element of INNOVAcorp's charter. Nova Scotia-basathpanies raised $7 million in venture
capital financing in 2004. In 2005, they raised $1®illion. In 2006, that number increased
by more than 40 per cent to reach $24 million, iamelvelled off in 2007 with $17.3 million
(Source: Thomson Financial, 2008). INNOVAcorp counds to play a key role in this "access
to capital” turnaround. Through the managementhef Nlova Scotia First Fund (NSFF),
INNOVAcorp operates as an active and effective wentapitalist, managing seed and early
stage investments in emerging venture-grade teoggocompanies with high growth
potential. Since the fund was recapitalized in 20084, INNOVAcorp has approved and
invested $6.3 million in promising early stage camigs based in Nova Scotia.

« Investments are designed to provide return on inwest and cash-on-cash monetization on
exits. Investee companies benefit from INNOVAcorpierall due diligence and mentoring
services, and are therefore well prepared to appro¢her investors. INNOVAcorp aims to
maximize the leverage of its investment by helptogsecure investments from other
institutional investors.

« Since the fund was recapitalized in 2003—-2004, IWK€orp has approved and invested
$6.3 million in promising early stage companieseobg Nova Scotia. Over the last five
years, the corporation helped attract $22.8 millioom angel and strategic investors,
financial institutions, and other seed and ventagital funds. More than $12 million of this
investment capital originated outside Atlantic GdanaFor every $1 investment made by the
Nova Scotia First Fund, more than $3.60 was indeltesyndicated investors. As of March
31, 2008, the cumulative amount of investment madeclient companies in which
investments were made by the NSFF was $96.6 million

« InNOVAcorp maximized the leverage of the NSFF byivaty supporting the creation of

new stage or sector-focused public/private ventapetal funds. Significant discussions took
place with co-investors for a proposed Atlanticioegl! fund.
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5.

In fiscal year 2007-2008, INNOVAcorp conducted aalgsis to determine the feasibility of
participating as an investor in a clean technolgg.

INNOVAcorp continued to build relationships withrdated firms from Montreal, Toronto,
Boston, California and other jurisdictions, to het broaden private and institutional
syndicate pools.

In collaboration with Dalhousie University, INNOVArp explored the potential
establishment of a commercialization fund with nayétar follow-on investment capacity.

INNOVAcorp met with investment firms from outsidel@tic Canada that were interested in
learning about the highest potential investmenoojmities in the region.

Ensure continuity of the BioScience Enterprise C  entre

The BioScience Enterprise Centre provides speadalities, infrastructure and services that are
critical to the growth and success of its residdetsciences clients. Waterfront development

plans require the BioScience Centre to relocatéoéddion scenarios were considered in 2007-
2008, and a new BioScience Centre is to be cortstltand ready for occupancy in April 2011.

With approval from the Province of Nova Scotia Qe INNOVAcorp considered various
relocation scenarios and completed negotiationsetmure a new site for the BioScience
Centre.

To accommodate the Waterfront Development Corpameai “Queens Landing Project”
plans, a comprehensive strategy and business @sdaveloped supporting the construction
of a new BioScience Centre. Based on the analysover 10 years of experience at the
existing BioScience Centre and InNNOVAcorp’s HPi™simgss model, the strategy outlined
how INNOVAcorp will ensurea seamless, on budget, one-move transition inteews
building that allows for expansion and minimum ingenience for existing tenants, attracts
new high potential early stage companies, and magsrsynergies with industry, academic,
and institutional life sciences research activities

INNOVAcorp prepared a request for proposals tocgolsubmissions from specialty
architects to create detailed architectural planste proposed new facility.

A high level plan outlining the intended transitiohcurrent clients was completed, ensuring
that existing and prospective clients are comfdetalith INNOVAcorp’s go-forward
strategy.

INNOVAcorp and the Waterfront Development Corpanatagreed upon terms of lease for
the lease extension of the current BioScience @entr

The relocation of the BioScience Enterprise Cemtilé positively impact InNOVAcorp, the
facility’s clients and the life sciences industnry Nova Scotia. INNOVAcorp will welcome
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existing and future BioScience Centre residenintdieand affiliates to the new facility, which
will provide the same high level of business indidraservices and be equipped with world-
class specialized scientific infrastructure.
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2007-2008 Financial Results

(Combined results for InNOVAcorp and the BioScience Enterprise Centre*)

Summary By Section Budget Actual Variance
2007-2008 2007-2008 2007-2008
($ thousands) ($ thousands) ($ thousands)

Revenue- NS Funding, Operating Revenue, and consolidated ~ $7,400 $7,068 ($332)

venture investment

Operating Expenses fvestment, Incubation, Mentoring, 4,225 4,025 (200Y¥

Product Engineering and consolidated venture invest

Corporate Expenses eorporate services, administration, 1,911 1,815 (96)°

facilities management

Minus Net Non Operating Items investment income, interest 1,539 1,875 336

on long-term debt, post-retirement benefits, arnatibn,

restructuring, discontinued operations, unusuaiste

Net Income (L 0ss) ($275) ($647) (372p

* INNOVAcorp combines the results of its operaamith those of a sister corporation, the BioSoéeBaterprise Centre, for
planning and reporting purposes. INNOVAcorp manage®ioScience Centre and operationally that ¥atéctivities are
considered an integral part of INNOVAcorp’s incubatactivity.

Explanation of Variance

1. Revenues were less than budget due to:
» Deferral of government funding related to I-3 Tealogy Start-Up Competition items to be paid in 2009 ($178K)
« Anticipated sale of non-strategic Knowledge Pandldid not occur ($150K)

2. Actual Expenses were less than plan due to:
« Mentoring expenditures were less than budgeted($)18s some [-3 Technology Start-Up Competitiomiewill not be
made until 2008-2009
 Operating Expenses were less than budgeted ($1@idxply because of the timing related to stafirfmr The reduction in
expenses was partially offset by higher than gpditeid energy costs.

3. Actual Expenses were less than plan due to badedgleinse being less than budgeted ($83K).
4. Actual non-operating expenses had a negative \@&iduoe to:
+ Nova Scotia First Fund (NSFF) investment writedowese more than budgeted ($734K)
Mitigated by:
« NSFF Investment income higher than budgeted ($358K)

5. The net loss is primarily attributable to nosfttems such as writedowns, amortization and @@isement benefits.
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Performance Measures

Below is an assessment of INNOVAcorp’s progressatds the performance measures
outlined in our 2007-2008 business plan. Our metfacus on the areas of economic
impact, client satisfaction and leading indicatofrslient-related statistics.

Performance Measure: Client company revenue growth

What does this measure tell us?

This measure assesses the annual revenue gengydtédOVAcorp’s client companies.
Revenue generation is a key indicator of economawth and prosperity. It is also
indicative of a company’'s productivity, maturity canoverall health. When
INNOVAcorp’s client companies achieve increaseseirenue, it is an indication they are
thriving.

Where are we now?

In 2007-2008, our current and graduate client congsagenerated $225 million in
revenues, exceeding the target of $200 million. ighhpercentage (98%+) of these
revenues were export driven, which helped boostaN®eotia’s productivity and wealth.
The revenue from INNOVAcorp client companies isicgghly reinvested back into the
province.

Where do we want to go in the future?
In the years to come we expect client companiesemae to continue to grow.
Specifically, in 2008-2009, we anticipate clientgrues to increase to $240 million.

Performance Measure: Employment generated by client companies

What does this measure tell us?

This measure tracks the annual employment generbtednNOVAcorp’'s client
companies. Employment generation is a standard ureas a company’s economic
impact. Our clients’ ability to create sustainakel@mployment year over year and the
resulting payroll has been a substantial contribthoNova Scotia’s economic health.
The employment created by our clients is also acation of how the companies are
progressing along the commercialization continuum.

Where are we now?

In 2007-2008, our current and graduate client congsa employed 1500 people,

representing $62 million in employment payroll, eeding the target projected in the
2007-2008 business plan. It is important to notat the jobs created by our client
companies are considered to be high-quality witlongt salaries. Because the client
companies are Nova Scotia-based and owned, théhwaead prosperity the jobs create is
reinvested back into the province, further streagihg the local economy. Additionally,

since the client companies’ business functions emfrmarketing and product
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development, to finance, production and customepeud — are conducted in the
province, the breadth of employees’ skill, knowledgnd career development is
extensive, resulting in long-term benefits for grevince.

Where do we want to go in the future?
In 2008-2009, we expect our client companies witipoy 1600 people, with an
employment payroll of $70 million.

Performance Measure: Amount of Nova Scotia First Fund (NSFF) leveraged
investments

What does this measure tells us?

Through our management of the Nova Scotia FirstdFUnNOVAcorp invests in
promising early stage technology companies to ensiuey have the required capital
needed to achieve their full potential. The leveratgtric provides an overall evaluation
of INNOVAcorp’s investment strategy by assessing tmagnitude by which the
corporation’s investment capital is leveraged wither investors. We track the
cumulative amount of investment made in NSFF iraest calculating it both as a ratio
and in millions of Canadian dollars.

Where are we now?

The Nova Scotia First Fund was recapitalized in3P004, and as of March 31, 2008,
INNOVAcorp had leveraged $22.8 million from finaakinstitutions, strategic and angel
investors, and other seed and venture capital fdodgarly stage high growth Nova
Scotia companies. About $12.5 million of this inwesnt originated from outside
Atlantic Canada. As of March 31, 2008, the cumua@mount of investment made in
NSFF investee companies since 1996 was $96.6 millio

In 2007-2008, INNOVAcorp achieved a leverage rafi@:2.1, meaning that for every $1
invested by the NSFF, $2.10 was invested by syteticavestors.

Where do we want to go in the future?
In 2008-2009, the targeted range of cumulative arhaid investment made in client
companies in which investments were made by theENS$101.3 million.

Our goal is to achieve a leverage ratio of 1:3, mmeathat for every $1 invested by the
NSFF, $3 would be invested by syndicated investfghis additional capital, we aim to
attract a significant portion from outside the pnoe.

Performance Measure: Client satisfaction

What does this measure tell us?

Client satisfaction is an important measure of shuecess of INNOVAcorp’s High
Performance Incubation (HPI) business model. Measured annually through a survey
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conducted by an objective third party, clients aeked for their feedback on

INNOVAcorp’s performance and value add. Clientsengpecifically asked how satisfied

they are with the services provided by INNOVAcong avhether they would recommend
the services of INNOVAcorp to a friend or colleaglieese two metrics are considered
key indicators of the organization’s value add.

Where are we now?

In the client satisfaction survey completed in 8gr2008, 92 per cent of clients were
satisfied with InNOVAcorp’s services; the same peatage as the previous year. Eighty-
eight per cent of clients said they would recommeudservices to a friend or colleague,
which is a slight, statistically insignificant drégpm 2007, but of course INNOVAcorp
will closely analyze the feedback and look for waysmprove its offering to clients.

Where do we want to go in the future?

In our 2008-2009 client satisfaction survey, oualgs for 91 per cent of clients to be
satisfied with INNOVAcorp’s services overall and $fer cent to be willing to
recommend our services to others.

Performance Measure: Number of active and new engagements with Nova
Scotia-based companies

What does the measure tell us?

Our client base is a testament to the effectiveradssur business model. We are
continually seeking to attract high potential Nd¥eotia client companies. Through our
specialized services and state-of-the-art faddljtimdNOVAcorp’s High Performance
Incubation (HPi)™ business model serves a wideetsaand growing number of clients.
We aim to further strengthen our suite of servitfermmgs and encourage Nova Scotia
companies to commercialize their technologies, suppm improved productivity,
competitiveness in global markets, and Nova Scotieerall prosperity.

Where are we now?

In 2007-2008, INNOVAcorp provided advisory serviasd relationship management
support to more than 158 early stage Nova Scotiagpanies, and reviewed and advised
22 university research-level projects, greatly exieg the target of 116 engagements
projected in the 2007-2008 business plan. Furtireraddition InNOVAcorp also
provided value added guidance to an additionalddtipanies that made submissions to
the province-wide 1-3 Technology Start-Up Competiti Of all the engagements
referenced above, INNOVAcorp has formal agreemants ongoing relationships with
43 active HPi clients.

Where do we want to go in the future?

In 2008-2009, we forecast having 45 companies tageaddPi clients and expect 200 new
engagements with Nova Scotia companies. When rawigthis performance measure, it
should be noted that each year it is natural foneselients to leave the INNOVAcorp
business model and new ones to come in.
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Performance Measure: Number of new clients

What does this measure tell us?

As explained above, our client base demonstratesfthctiveness of our business model.
The number of new clients indicates how many estdgie companies we are advancing
towards commercial success.

Where are we now?

In 2007-2008, we welcomed 11 new client companesotr High Performance
Incubation (HPil business model, coming close to meeting the tgoggected in the
2007-2008 business plan.

Where do we want to go in the future?
In 2008-2009, we forecast adding 15 companies taient roster.

Performance Measure: Incubation occupancy levels

What does the measure tell us?

INNOVAcorp’s business incubation clients pay mankaes for the services we provide
and the space they lease. There is a direct limlkwd®sn our occupancy levels and our
revenue generation. Increased occupancy in oubatmn facilities therefore results in a
larger return on the Province of Nova Scotia’s almon of resources to INNOVAcorp.
However, INNOVAcorp’s goal of graduating clientéarcommercial space means that at
any given time space will be available in our féieis. While we aim to achieve a high
occupancy rate, the turnover of clients in ourliées is also an important measure of our
performance.

Where are we now?

In 2007-2008, we maintained an average occuparieyofé@8 per cenat our incubation
facilities, coming close to the projected targe®per cent. It is important to note that a
90 per centoccupancy level is considered to be a “best prattiate for incubation
facilities. The goal is not to have a facility thatfilled to capacity, but rather to have
space available for incoming new clients and exgstlients that are ready to expand.

Ocean Nutrition Canada, one of the province’s nposminent life sciences companies,
continues to occupy INNOVAcorp’s facility at 101 $earch Drive, and is in the process
of expanding to adjacent property to meet prodaatiemands.

Where do we want to go in the future?

Our goal is to increase the average occupancyataberr incubation facilities t80 per
cent in 2008-20009.
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Performance Measure: Number of clients exporting products/services
internationally

What does this measure tell us?

Trade is vital in a relatively small economy lik@Wwh Scotia. The private sector’s ability
to produce and export competitive, world-class potsl and services ultimately
determines our economic success.

Where are we now?

In 2007-2008, 46 of our current and graduate cleampanies were exporting products
and services, slightly below the target of 52 conigs

Where do we want to go in the future?

In 2008-2009, our target is to have 45 current gratluate client companies exporting
products and services.
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