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VF1 Technology Ventures Inc. (“VF1”)

Venture Fund 2 (“VF2”)

Venture Fund 3 and its parallel fund Venture Fund LP (collectively “VF3”)
ABC Capital Corporation (“ABC”)

Herman Smith (“Smith”)
Alex Brown (“Brown”) (collectively, the “Founders”)

The Founders will form a new company, nominally called “Newco”, in order
to develop and commercialize fixed broadband wireless access technology
(the “Business”). Newco will be incorporated under the laws of Ontario, with
its head office located in or around Toronto, Ontario.

The Founders will enter into all necessary and desirable agreements (the “IP
Assignment Agreements”), prior to Closing of this Issue, in order to transfer
to Newco all right, title and interest in any inventions, technology, know-how,
concepts, designs and strategies related to the Business. As a result of
entering into the IP Assignment Agreements, the Founders will receive
founders shares as detailed in the Share Cap Table attached in Appendix A.

A total of $4,200,000 Cdn from all Investors, in the following amounts:
$1,500,000 from VF1
$1,100,000 from VF2
$1,100,000 from VF3
$ 500,000 from ABC

Research and development, development of the core technology, field trials of
the core technology, business plan preparation, hiring core team, business
development, working capital, and general corporate development.

Series A Convertible Preferred Stock (“Preferred”)

2,771,251 Preferred shares, representing 39.5% of the total equity (post
financing) of Newco.

Founding common shares (for Founders and VF1) at $.0001 per share, per
Appendix A

Tranche 1 (see Milestones, below), $1.25 per Preferred share

Tranche 2, $1.40 per Preferred share

Tranche 3, $1.60 per Preferred share

Tranche 4, $2.00 per Preferred share.

This issue implies a post money valuation of $14,472,500.
Amount will be advanced in tranches, subject to meeting certain milestones,

as described below. VF1 and one of VF2 or VF3 will determine if the
milestones have been met to the satisfaction of the Investors, and if so the
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following tranches will be advanced to Newco. The Investors reserve the right
to advance the funds at an earlier date at their sole and absolute discretion.

All Amounts in $000s Canadian

Tranche

Amount

Milestones

Target Date

1

$1,050

At Closing

March 15, 2001

2

$1,050

Facilities in place, Project Manager and Development Team
hired, commence intellectual property strategy development,
development and test equipment ordered, core technology
development plan in place, XYZ sub-contract in place,
Marketing/Product Manager hiring in process (short list of
candidates identified), and firm engaged to prepare business
plan.

Closing + 90
days

$1,050

CEO hiring process (engage recruiter if required) started (within
120 days of Closing), business plan completed, Radio “Multi-
channel” characterization completed, MADM architecture
defined, testing of single sub-channel OBGM modem
breadboard commenced, Vice President Engineering hiring in
process (short list of candidates identified) and
Marketing/Product Manager hired.

Closing +180
days

$1,050

Updated business plan ready for fund raising, lab demo of single
sub-channel OBGM modem completed, OBGM — MADM
integration in process, core technology (2 MBPS) field test plan
developed, at least two Beta test clients committed, and initial
patent application filings made. Vice President Engineering
hired (target date is within 210 days of Closing) and CEO hired
subject to Board approval of the need to hire a CEO by such
date.

Closing + 270
days

Total

$4,200

ESOP:

INVESTOR SERVICES:

Newco will set aside 925,000 common shares for an employee share
ownership plan (“ESOP”) as part of Tranche 1, which amount will be
increased by 150,000 common shares on the closing of each of Tranches 2, 3
and 4. The ESOP will be limited to approximately 19% of the fully diluted
shares outstanding. Any increase in the ESOP beyond these amounts requires
the approval of holders of 60% of the Preferred shares. Allocations of shares
under the ESOP will be determined by the Board on the recommendation of
the Compensation Committee.

VF1 will provide services with respect to corporate and financial
administration, business and IP management, strategy development, business
and strategic networking, assistance in raising future rounds of equity
financing, and other corporate finance advisory services.

VF2 will assist in strategic networking, recruiting, fund raising and other
corporate advisory activities.

VF3 will assist in product definition and positioning, strategic networking,
and will chair the Strategic Advisory Board (as detailed below) of Newco.
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ABC will provide advice with respect to corporate and financial
administration, organizational development, strategy development, business
and strategic networking, and corporate finance.

1. Dividends: A cumulative dividend on the Preferred will accrue at a rate
of 5% per annum (“Accruing Dividends”). Accruing Dividends will be
payable only upon the liquidation or winding up of Newco. For all other
dividends, holders of Preferred will participate pro rata with holders of
common shares on an as-converted basis.

2. Liquidation Preference: In the event of the liquidation or winding up of
Newco, the holders of Preferred will be entitled to receive in preference to
the holders of common shares an amount equal to the aggregate amount
paid by holders of Preferred for the Preferred (the “Aggregate Purchase
Price”) plus any Accruing Dividends that have not been paid
(collectively, the “Liquidation Amount”). After the Liquidation Amount
has been paid, the holders of the Preferred and common shares will be
entitled to receive the remaining assets pro rata on an as-converted basis.
A consolidation or merger of Newco or sale of all or substantially all of
its assets or a sale of all of its shares which attributes a value to the
Preferreds of less than $6.00 per share (adjusted for stock splits,
consolidations, stock dividends and the like) will be deemed to be a
liquidation for purposes of the liquidation preference.

3. Conversion: A holder of Preferred will have the right to convert the
Preferred, at the option of the holder, at any time, into common shares at
an initial conversion ratio of one-to-one. The conversion ratio will be
subject to adjustment as provided in paragraph (5) below.

4. Automatic Conversion: The Preferred will be automatically converted
into common shares, at the then applicable conversion ratio, immediately
prior to the closing of an underwritten public offering of common shares
at a public offering price per share that is not less than $6.00 (adjusted for
stock splits, consolidations, stock dividends and the like) in an offering of
not less than $25,000,000 Cdn (a “Qualified TPO”) (amounts subject to
adjustment at any future equity issue).

5. Antidilution Provisions: The conversion ratio will be subject to
adjustment to prevent dilution in the event that Newco issues additional
shares of common stock or any right or option to purchase common stock
or other security convertible into common stock at an issue price less than
the Minimum Issue Price, calculated as follows:

(Aggregate Purchase Price/aggregate number of Preferred outstanding)
conversion ratio.

Whenever there is such an issue at less than the Minimum Issue Price, the
conversion ratio will be adjusted as follows:

new conversion ratio = previous conversion ratio
(dilutive issue price/Minimum Issue Price)

The conversion ratio will also be adjusted for stock splits or
consolidations, stock dividends, recapitalizations and the like. All
adjustments to the conversion ratio under this paragraph 5 will be
cumulative.

These anti-dilution provisions will not apply to common shares issued:

(1) pursuant to the ESOP or any increase in the ESOP approved by the
holders of 60% of the Preferreds;

(2) to financial institutions or lessors in connection with commercial
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credit arrangements, equipment financings or similar transactions
where approved by Newco’ board of directors (the “Board”); and

(3) pursuant to warrants or options issued to Newco’ legal counsel or to
executive search firms on terms approved by the Board.

Redemption: If there has not been a Qualified IPO or sale of Newco prior
to 5 years from the Closing of this transaction, Newco will redeem the
Preferred at the request of a Preferred Shareholder(s) by paying in cash
the Liquidation Amount on the Preferred. Newco will redeem such
Preferred over a 2 year period starting 180 days after such holder of
Preferred has given written notice to Newco of its intention to redeem its
Preferred. Timing and amount of payments will be negotiated prior to
Closing. Dividends will continue to accrue on any Preferred that Newco
has not yet redeemed. In no event shall Newco be required to redeem a
Preferred within five years of the date of its issue.

Voting Rights: Except as set out under Protective Provisions and
Shareholders’ Agreement below, the holders of Preferred will have the
right to that number of votes equal to the number of common shares issu-
able upon conversion of the Preferred. All series of Preferred stock and
common shares shall vote together as a class, except (1) where required
by law, and (2) as set out below.

Protective Provisions: Consent of the holders of at least sixty percent
(60%) of the Preferred will be required for (i) any sale by Newco of
substantially all of its assets, (ii) any merger of Newco with another
entity, (iii) any liquidation or winding up of Newco, (iv) any amendment
of Newco’ charter or by-laws, (v)any authorization or issuance of
securities having preference over or on par with the Preferred, (vi) any
amendment, alteration or repealing of the preferences, special rights or
other powers of the Preferred so as to adversely affect the Preferred, or
(vii) any reclassification of any shares junior to the Preferred into shares
having any preference or priority as to dividends or assets superior to any
such preference or priority of the Preferred.

SHAREHOLDERS' Newco, Founders and Investors will enter into a Shareholders’ Agreement,
AGREEMENT: which will include, inter alia, the following provisions:

L.

Investors’ right to timely information including, but not limited to, annual
audited financial statements within 90 days of the fiscal year end, quarterly
management prepared financial statements compared with budget within
45 days of each fiscal quarter (except the last fiscal quarter), monthly
management prepared financial statements compared with budget within
30 days of each month end and an annual budget and operating plan before
the start of each fiscal year;

VF1 and VF2 to each appoint one director at their sole respective option.
Two directors to be appointed by the Founders. One other director to be
an “external” director, who is acceptable to all Investors and Founders.
Total number of directors to be five. Any Investor holding at least 10% of
the Preferreds and not having a nominee on the Board will be entitled to
have an observer present at all meetings of the Board;

Board meetings to be held not less than bi-monthly for the first six months
after Closing and not less than quarterly thereafter. The Investors are to
receive all notifications, correspondence, and minutes relating thereto. A
quorum for a meeting of the Board shall be three, and must include at least
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one director nominated by VF1 or VF2. No material decision may be
made at a meeting of the Board that was not included on the notice given
to directors unless the directors nominated by each of VF1 and VF2 are
present;

Board approval — including the approval of at least one of VF1’ or VF2’s
designated representative on the Board — of quarterly and annual budgets,
any capital expenditures in excess of $50,000 Cdn not included in a
quarterly or annual budget, annual business plans, engagement of Key
Employees (as defined below), Key Employee compensation and bonuses,
and the entering into of any contracts by Newco in excess of $50,000 Cdn;

A compensation committee (including the directors appointed by each of
VF1l and VF2) will be formed, which will be responsible for
recommending compensation, bonuses and ESOP allocations to the Board
(simple majority of the Board required for approval of such items unless
otherwise indicated herein (e.g. Key Employees));

Newco will establish a Strategic Advisory Board (“SAB”) consisting of six
members, which will meet on a monthly basis during the first year after
Closing and no less than quarterly thereafter. The SAB’s role will include,
but not be limited to, assisting the management team in the development of
the market plans and the product plans of Newco, and on working with
outside technology partners in order to reduce the development risk. VF3
will chair the SAB for the first year and thereafter will continue to be the
chair unless directed otherwise by the Board. Directors will be invited to
attend all meetings of the SAB;

Right of first refusal of the Investors and any 5% shareholder in the event
that any party to the Shareholders’ Agreement receives a bona fide third
party offer to purchase their shares;

Drag-along provisions if shareholders owning at least 75% of the shares
outstanding chose to sell their shares to a bona fide third party offer;

Pre-emptive rights of the Investors and any 5% shareholder to participate
in any additional financing of Newco. VF1 may assign its right to any
shareholder(s) of VF1 so long as such shareholder agrees to become a
counterpart to Newco’ Shareholders’ Agreement;

Written approval of holders of at least 60% of Preferred shares required to
approve: all alterations in capital structure (including issuance of equity),
payment of dividends, any material change in the terms of employment of
Key Employees (as defined below), any material changechange in the
Business, any material changechange in accounting policy or
changechange of year end, all non-arm’s length transactions including the
appointment of any employees who are not acting at arm’s length with any
directors, officers or shareholders of Newco, the creation of the ESOP and
any increase in the ESOP, any changechange in the number of directors,
any changechange in the by-laws or articles of incorporation of Newco,
any corporate reorganization (including acquisition, sale or merger of
Newco), the sale or disposal of material assets, technology or intellectual
property of Newco outside of the normal course of business (including any
exclusive license of all of the assets of Newco), and the liquidation, wind
up or dissolution of Newco;
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11. Provision of Corporate Indemnification, and Directors and Officers
insurance for all Directors;

12. The mechanisms for and restrictions on the transferring of shares by and
amongst shareholders, including permitted transfers to holding
corporations, family members, family trusts and RRSPs and each
Investor’s right to transfer all or any of their holdings to affiliates;

13. Provisions such that, in the event that Newco does not proceed with
Qualified IPO by the fifth (5") anniversary of the Closing, at any time
thereafter upon written request of holders of at least 60% of the Preferreds,
the Board will be required to engage a qualified merger and acquisition
advisor to seek a buyer for all shares or assets of Newco. If a third party
offer is made for all but not less than all of the shares of Newco which the
holders of at least 60% of the Preferred have accepted, the remaining
shareholders will be required to sell all of the shares then held by such
remaining shareholders in order to effect the sale of Newco to the third
party. The Founders will have a first right of refusal in respect of such
sale;

14. Provisions for mediation and arbitration; and
15. Other terms and conditions customary for this type of financing.
Newco and Investors will enter into an Investors' Rights Agreement, which

will include, inter alia, the following provisions:

Reqistrable Securities All common shares (issuable upon conversion of the
Preferred or otherwise) held by the Investors shall be deemed "Registrable
Securities".

Demand Registration: Six months after an IPO in the United States, two (2)
demand registrations for aggregate proceeds of at least $10 million each, upon
initiation by the holders of 20% of the Registrable Securities.

Piggyback Registration Rights: Unlimited piggyback registration rights
subject to pro rata cutback to a minimum of 20% of the offering (with
complete cutbacks on the Qualified IPO) at the underwriter's discretion.

Reqistration on Form S3: The holders of at least 20% of the Registrable
Securities shall have the right to require Newco to register on Form S-3, if
available for use by Newco, shares of Registrable Securities for an aggregate
offering price of at least $10,000,000. Newco will not be obligated to effect
more than one S-3 registration statement in any twelve-month period.

Regqistration Expenses: Registration expenses (exclusive of underwriting
discounts and commissions and stock transfer taxes) will be borne by Newco
for all demand, piggyback and the first two S-3 registrations. Expenses for all
other registrations shall be paid pro rata by selling shareholders (and by Newco
if Newco sells shares).

Transfer of Registration Rights: The registration rights may be transferred
by an Investor to a transferee of Registrable Securities provided that Newco is
given prompt notice of the transfer and the transferee agrees to be bound by
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the terms and conditions of the Investors' Rights Agreement. Transfer of
registration rights to a partner or affiliate of the transferee will be without
restrictions as to minimum shareholdings.

Termination of Rights: The registration obligations of Newco will terminate
(a) with respect to any holder of registration rights, at such time as all
Registrable Securities of such holder may be sold within a three month period
pursuant to Rule 144 or, (b) if Newco’ shares become listed on The Toronto
Stock Exchange, the date the holder is permitted to sell all of its shares through
the Toronto Stock Exchangechange without limitation.

Market Standoff: In connection with the Qualified TPO, each holder of
registration rights will be required not to sell or otherwise dispose of any
securities of Newco (except for those securities being registered) for a period
of up to 180 days following the effective date of the registration statement for
such offering if so requested by the underwriters of such offering.

If the Qualified IPO takes place on The Toronto Stock Exchangechange,
Newco undertakes to use its commercial best efforts to permit the Investors
(subject to underwriter approval) to sell a portion of their holdings as a
secondary issue at the time of the Qualified IPO.

Each Founder, the CEO, Vice President Engineering, Vice President
Marketing and Sales, President, and Chief Technology Officer will be deemed
to be a “Key Employee”. The Founders shall agree not to compete with
Newco or solicit the employees and customers of Newco for a period equal to
the lesser of: (i) the length of time the terminated Founder continues to receive
salary and benefits and (ii) two (2) years following the termination of such
Founder’s employment without cause. Other Key Employees will be required
to enter into similar non-compete and non-solicitation agreements with Newco,
binding each such employee for a period equal to the lesser of (i) the length of
time the terminated employee continues to receive salary and benefits and (ii)
12 months (or for such other period as the Board may determine) following the
termination of such employee’s employment without cause. In addition, each
Founder and Key Employee will agree that in the event such Founder or Key
Employee resigns or is terminated for cause, he or she will not compete with
Newco or solicit the employees and customers of Newco for a period of 12
months. Moreover, every employee of Newco will be required to sign an
employment contract with Newco which will include provisions for
intellectual property assignment and non-disclosure of confidential
information, satisfactory to the Investors.

The Founders will each execute a Stock Restriction Agreement with the
Investors and Newco pursuant to which 75% of the shares held by the
Founders at the Closing of this transaction (the “Restricted Stock”) will
become subject to a three year vesting restriction, which restriction shall lapse
ratably over three years at the end of each calendar quarter subsequent to the
Closing of this transaction. In the event of a Founder’s death or disability, the
lapse of vesting restrictions with respect to that Founder’s original Restricted
Stock shall be accelerated completely. In the event of a Founder’s termination
without cause, 24 months of the vesting restrictions with respect to that
Founder’s original Restricted Stock shall be accelerated. In the event of a
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changechange in control of the Company (as defined in the Stock Restriction
Agreement), of that Founder's original Restricted Stock for which vesting
restrictions have not already lapsed one half (1/2) shall be accelerated. In the
event that a Founder is terminated without cause following a changechange in
control of the Company, the lapse of vesting restrictions with respect to that
Founder's original Restricted Stock shall be accelerated completely. The Stock
Restriction Agreement will give Newco the right to repurchase a Founder’s
unvested shares in the event that his employment is terminated, at a price equal
to (i) his original purchase price, in the event such Founder’s employment with
Newco terminates with cause or through the Founder’s resignation, or (ii) fair
market value in the event he is terminated without cause.

In addition, the Stock Restriction Agreement will restrict each Founder from
selling in aggregate more than 20% of his shares (including those subject to the
vesting restriction) for three years from the Closing of this transaction (which
restriction will not apply in the case of termination without cause, IPO, sale or
merger of Newco). The Stock Restriction Agreement will also grant the
Investors a right of first refusal with respect to any shares proposed to be sold
by a Founder. The Stock Restriction Agreement will also contain a right of co-
sale providing that before any Founder may sell any of his shares, he will first
give the Investors an opportunity to participate in such sale on a basis
proportionate to the amount of securities held by the seller and those held by
the Investors. The Stock Restriction Agreement will terminate after five (5)
years, or earlier if Newco completes a Qualified IPO.

Newco, Founders and Investors will enter into a Subscription Agreement in
which Newco and the Founders will each give appropriate representations and
warranties satisfactory to the Investors, including representations with respect
to the intellectual property being acquired by Newco, which representations
will survive the Closing of this transaction for a period of two years.

The obligation of the Investors to make the investment set forth herein is
subject to the following conditions precedent:

1. Satisfactory completion of financial, technical, commercial, operational
and legal due diligence by the Investors, including the satisfactory review
by the Investors of all contracts and other commitments related to the
Business entered into by the Founders, a thorough review of all intellectual
property rights, and a final assessment of the competitive environment of
Newco;

2. The incorporation of Newco under the laws of Ontario, with articles of
incorporation satisfactory to the Investors;

3. The due execution and delivery of the IP Assignment Agreements,
Subscription Agreement, Shareholders’ Agreement, Investors' Rights
Agreement, Stock Restriction Agreement, Key Employee Agreements and
related agreements satisfactory to the Investors;

4. A waiver of any claim on the technology or intellectual property
associated with fixed broadband wireless access technology from both
XXX Applied Research Ltd. and Dancer Wireless Networks Incorporated;

5. An undertaking by each of Valentine Brown, Liviu Chiarascu and Bernard
Wood to accept employment or a consulting contract with Newco
contingent upon Newco receiving financing;
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6. Approval by the Investors’ respective Investment Committees and/or
Boards of Directors, as necessary;

7. Satisfactory legal opinion provided by counsel to Newco to each of the
Investors;

8. No material adverse changechange in the business prospects of Newco;

9. Prior to Tranche 2, confirmation of key person insurance on Brown in the
amount of $2,000,000 and Smith in the amount of $1,000,000, with Newco
noted as beneficiary on both policies. Key person insurance requirement to
be reviewed by Board annually;

10. Prior to Tranche 4, confirmation of adequate product and general liability
insurance for Newco; and,

11. Usual representations and warranties.

The conclusion of the transaction contemplated herein is contingent upon the
commitment of each of the Investors.

The transaction is to close no later than March 15, 2001 (the “Closing”), which
date can be extended by mutual agreement of all the parties hereto.

Upon Closing, the Investors and Newco shall be permitted reasonable publicity
with regard to this transaction. No such public disclosure shall be made
without the prior approval of the other parties, which approval shall not be
unreasonably withheld.

VF1 will prepare all legal documentation associated with the proposed
transaction. The legal fees of the Investors (sharing one counsel) reasonably
incurred to complete this transaction shall be paid by Newco upon Closing.
An estimate of legal fees will be obtained prior to engagement of legal
counsel.

The Founders hereby agree that until the earlier of March 15, 2001 or the
Closing, provided that the Investors continue to conduct due diligence in good
faith and /or document the transaction, they will not initiate, solicit, encourage,
discuss, negotiate, or accept offers regarding (i) the sale of equity securities in
Newco or in any similar entity established to pursue the Business, or (ii) the
licensing, optioning or otherwise encumbering of any intellectual property
related to the Business, with another company or investor other than the parties
to this agreement. The Founders agree to keep the terms of this Term Sheet
strictly confidential. If at any time the Investors decide not to proceed with the
transaction contemplated herein, they will promptly notify the Founders in
writing and at such time these exclusivity provisions shall terminate.

This Term Sheet is open for acceptance until February 14, 2001.

[THE REMAINDER OF THIS PAGE LEFT INTENTIONALLY BLANK.]
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This Term Sheet is not, nor should it be construed as, an attempt to define all of the terms and
conditions of the transaction contemplated hereby, nor is it intended to reflect specific phrasing in the
documentation therefor. It is intended only to outline the basic points of an agreement in principle
around which such binding legal documentation may be structured. Except as set forth under
OPublicityO, OExpenses and FeesO, and OExclusivityO, it does not constitute a bindenfooceable
agreement, express or implied, or an offer which could become binding if accepted. This Term Sheet
may be executed in counterparts.

The undersigned agree to be bound by and accept the terms and conditions contained in this Term Sheet.

Dated this ___ day of February, 2001

VF1 Technology Ventures Inc.

Venture Fund 2

VF3 Services Ltd.

ABC Capital Corporation ABC Capital Corporation
)
)
)
Herman Smith Witness
)
)
)

Alex Brown Witness



