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Incorporated under the laws of the State of California in November 2000, MEMS USA
is a developer and manufacturer of advanced engineered products, systems and
services mostly for the energy sector. The company provides Micro Electrical Me-
chanical Solutions for major scientific and engineering companies, using existing
technology and patent rights furnished by customers. The Company designs and
engineers prototypes and manufactures products and systems for distribution by the
customer. Its targeted solutions meet specific customer needs for engineered prod-
ucts, i.e. systems and subsystems as well as services. MEMS’ specialized products 
deliver precise information on fluid measurements, filtration, and liquid blending.

MEMS USA, in its present format is a result of the merger of Consil Corp, originally
formed to hold certain mineral properties in Idaho, with LumaLite, Inc., a California
corporation that developed and manufactured dental products, in December 2001;
and its subsequent reverse acquisition of a controlling 80% stake in MEMS USA,
Inc,. a privately held California Corporation.

In October 2004, MEMS USA acquired 100% outstanding shares of the following two
companies in separate stock purchase agreements, to operate them as wholly
owned subsidiaries:

1. Gulfgate Equipment, Inc. –Gulfgate is a manufacturer of quality oil puri-
fication equipment and has been providing design, manufacturing, sales
and rental of industrial oil purification solutions to a worldwide market, in-
cluding petrochemical plants, refineries, pulp and paper mills, steel mills,
electrical utilities, engineering contractors, municipalities and U.S. govern-
ment agencies, for over 35 years.

COMPANY BACKGROUND

MEMS USA, Inc.
Ethanol plant to be the key revenue driver
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 The company’s foray into ethanol marks their entry into the energy sector. Industry statistics indicate that the 
demand for petroleum products in the US and Canada will continue to rise sharply. This continued rise ion demand
coupled with a global supply shortage, means the ethanol business has a very promising future potential.

 With the increase in pollution awareness and mounting pressure to reduce environmental hazards, the demand for
ethanol is on the rise. This is aided by the US and Canada governments’ need to abide by the Kyoto Accord, which 
makes it mandatory to use ethanol as a compulsory additive in gasoline products. Industry analysts
estimate that the Canadian government mandates will require a quintupling of Canadian production capacity of
ethanol over the next 6 years to meet the 240,000,000 gallon per year increase in demand. In the US, estimates
indicate that the demand for ethanol will increase to 14 billion gallons, or 10% of the fuel consumed in transportation
will come from ethanol in 2010 –an increase of over 400% from the current 2.6 billion gallons produced annually.
This provides Cam-AM Ethanol One with an enormous potential market to fuel growth.

 Most ethanol is produced through fermentation of a high-sugar-content biomass feedstock such as corn. Research
suggests that conventional fermentation methods cost $1.00+ per gallon before various tax credits and subsidies.
MEMS has developed a unique process which coverts biomass, such as wood by-products, into ethanol. Management
expects that the Company's process will cost half or less than that of producers using conventional
fermentation. With the spot market for ethanol at approximately $1.70 per gallon, the gross margin could be
substantial.

KEY INVESTMENT CONSIDERATIONS

BUSINESS DESCRIPTION

MEMS is currently a full-service systems integrator, providing value-added engineering, procurement, prototyping, product
manufacturing, testing, packaging and order fulfillment. The company provides engineering services and development of ad-
vanced products and services for the oil, natural gas and power generation industries. Its core technologies are acousto-
electronic sensors, fluid metering and blending systems and eco-friendly, reusable particle removal fluid purification systems.

The company’s near-term business model is based on leveraging existing technology for innovative
deployment of micro-electro-mechanical products and systems to meet large existing commercial
applications in many industries, especially the energy, oil and natural gas industries. The company
intends to grow revenues and earnings relatively quickly without substantial green-field research
efforts and expenditures.

2. Bott Equipment Company - Bott Equipment provides liquid handling equipment and solutions to the Industrial,
Petroleum marketing, pulp/paper, paint and chemical market places since 1953 and as a stocking distributor,
maintains components, parts and "know how" to provide application engineering, repair parts and services. Addi-
tionally, the company also packages fluid handling solutions into fully integrated and assembled systems meeting
customer specifications.

Leveraging on its expertise in the design and construction of manufacturing processes, the company in November 2004,
entered into a joint venture with the privately-held Accelon Energy Systems to build and operate a large-scale ethanol
production facility in Canada. The newly incorporated entity is called Can-Am Ethanol-One, and the plant is to be built in
Canada. Under the terms of the agreement, Accelon will provide the financing and some technological input. MEMS USA
will be the primary contractor and developer of the facility. The new facility will be one of the very few in the world to pro-
duce ethanol from wood by-products and the first plant is expected to be up and running within the next 24-30 months.
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The Company offers a variety of micro sensors, instruments and instrumentation systems and many of these products are
based on micro-electro mechanical systems, and advanced acoustics. The company's product portfolio, some of which are
still under development, include:

INSTRUMENTS

OPTI SENSORS

OptiSensors are rugged, compact, highly sensitive and multi-purpose transducers that can be custom configured to cus-
tomers' commercial and industrial applications. The sensors can measure flow, temperature, cavitations, pressure and
differential pressure, and some of them have pressure switch functionality. The flow sensor has no moving parts but uses
state-of-the-art acoustic technology, providing unsurpassed product accuracy, versatility, and dependability. The working
parts of the sensor are hermetically sealed and never come in direct contact with the process fluid, further enhancing the
durability of the sensor. The company is still in discussions with potential oil company customers for developing the prod-
uct.

MEMS USA VISCOMETER

Designed to operate in hostile environments at pressures of up to 25,000 psig and at temperatures of up to 400 degrees
F, this product can accurately measure kinematic viscosity in-line and in real-time. The Viscometer can easily be mounted
directly in flowing process fluids for a wide range of pipe sizes. This product is targeted at High growth Industrial Manufac-
turing Markets like oil refiners, and plants that produce petrochemicals, pharmaceuticals, paints & coatings, inks, personal
care products, industrial lubricants and hydraulic fluids.

In contrast to the many existing viscosity measurements that are made off-line through the use of laboratory equipment
and are difficult to employ directly in a real time process pipeline, the MEMS Viscometer using the in-line technology can
be mounted directly into the main process flow for ANSI pipe sizes from ¾ inch to 8 inches in diameter with smaller di-
ameter units also being made available in the near future.

SYSTEMS

IN-LINE CONTINUOUS BLENDING AND METERING SYSTEMS:

The blending and metering systems offered by MEMS, USA are portable, modular continu-
ous in-line fluid blending systems for petrochemical, pharmaceutical, beverage, health and
beauty aid and other industrial applications. The system is self-monitoring and self-
adjusting and it operates unattended on a continuous 24 hour per day basis. The systems
also features internet based remote start-up with real-time status reporting. The systems
are environmentally friendly and generate no “off-spec” waste during start-up or shut-
down. These systems are available in a range of product flow rates from 72,000 gallons
per day to over 200,000 gallons per day. A significant advan-
tage of these systems is that they enable many industrial proc-

esses to run in continuous rather than batch-process mode. This provides cost savings by
e l i m i n a t i n g t h e n e e d f o r b a t c h b l e n d i n g t a n k f a r m s .

INTELLIGENT FILTRATION SYSTEMS:

MEMS USA’s built-to-order, Intelligent Filtration Systems (IFS) is used to filter oil and chemi-
cals found in refineries and petrochemical facilities. These systems are designed as fully auto-
matic back-flushing systems, which use permanent filter elements. MEMS back-flushing sys-
tems claim provide the lowest operating costs of all filtration systems. The system is fully
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automatic which eliminates the need to provide personnel to replace filter elements. This filtration system also dramati-
cally reduces waste disposal costs.

SERVICES

ENGINEERING SERVICES

The company’s design and engineering facility has electronic, mechanical, chemical and software engineers that provide 
turnkey product design and development from concept to product. Engineering Services provided are under two broad
heads:

1. Product Design and Development –Services offered include New product engineering, design and review,
CAD/CAM, Process & Instrumentation Design and Layout, Prototyping, Component Engineering, Design for
Manufacturability and Testability, In Circuit Test Development, Functional Test Development, Product Re-
lease and New Product Introduction

2. Process Development –Service covered are New Product Introduction, New Product Design Review, Proto-
typing, Process Definition, Process Validation, Process Set-up Training and Start-up, Transfer of Production
Processes, Process Design Tool and Fixture Design, Process Efficiency Improvement, In Circuit Test and
Functional Test

Capabilities also include quick-turn prototyping, enabling customers to assess product function and performance before
purchasing quantities of products. The Company also has process engineers who help improve existing processes and
study new processes and technologies.

MANUFACTURING SOLUTIONS

MEMS USA offers New Product Introduction (NPI) services to shorten product-development cycles, while optimizing prod-
uct design for manufacturing. In addition, MEMS USA's quick-turn prototyping enables heavy industrials to assess product
function and performance before production begins. MEMS USA provides a complete array of value-added lean manufac-
turing services that include build-to-forecast, configure-to-order or build-to-order systems assembly. MEMS USA handles
medium, low, and extremely low-volume systems-assembly projects, including custom orders as small as one unit. It also
offers a full range of assembly services including NPI/Prototype Services.

Management is striving to expand the Company's systems integration capabili-
ties. The future goal is to become a global provider of integrated technology
solutions from concept, design, engineering and prototyping through product
manufacturing.

These capabilities should assist customers in shortening time to market, opti-
mally utilizing their assets and cost-effectively improving their complex process
technologies.

MEMS Future Business Model

Invest in the building and operation of an ethanol plant to meet the significant and
rapidly increasing international demand for ethanol.
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Can-Am Ethanol One is being engineered to convert 800 dry tons of Canadian wood waste per day into 160,000 gallons of
clean burning fuel-grade ethanol.

Ethanol is a high octane number gasoline-blending ingredient that has been successfully used for nearly 100 years as an
additive in motor gasoline. In the U.S., over 2.6 billion gallons of fuel grade ethanol are purchased each year and in Bra-
zil sales are over 4.0 billion gallons.

Ethanol is used widely as:

 A motor fuel oxygenate to create cleaner burning fuels

 A fuel extender in a fuel called E-10 (10% ethanol/90% gasoline).

 Used in E-85, which is a blend of 85% ethanol and 15% gasoline.

 In Brazil, all vehicles currently run on a mixture of 25% ethanol and 75% gasoline. To achieve this in Can-
ada, about 60 new ethanol plants would need to be constructed. To achieve this in the United States, about

CAM-AM ETHANOL ONE INC.

In November 2004, MEMS USA announced the formation of Can-Am Ethanol One® Inc., an
equally owned joint-venture with Accelon Energy Systems, Inc., located in Langley, British Co-
lumbia, Canada, to design, engineer, build, own, operate and maintain a biomass-to-ethanol
processing plant in Canada. MEMS USA is the prime contractor on a cost plus basis and upon
completion of the biomass-to-ethanol plant, the company expects to share in the revenue gener-
ated from the sale of ethanol.

The joint venture requires MEMS USA to perform engineering and business assessment of biomass-to-ethanol process
technologies; selection of the optimal process, equipment and operating procedures for the plant; funding of engineering,
design, procurement, construction and commissioning of the first plant; and plant operations analysis and process/
equipment design improvements.

In return, Accelon is to develop the business plan for, distribution, sales, use and storage in Canada; source the biomass
raw materials; undertake government relations including financial incentives, ethanol and blended product sales contracts,
regulatory affairs and ethanol import/export deals; procure the plant site, operate the first plant; and make financial ar-
rangements for each of these responsibilities.

The new facility will be one of the very few in the world to produce ethanol from wood by-products. A majority of current
production of ethanol comes from either corn or grain sources. The corn and grain inputs used to produce traditional etha-
nol are relatively expensive and result in a price per gallon of ethanol high as a refined gallon of gasoline. This high cost
limits it to being primarily a fuel additive, rather that a fuel source at this point. Cam-Am’s technology will be more cost 
effective simply because wood is a much more abundant and less expensive input. The wood source can come from pulp
chipping, pulp residues, panel board excess, or any wood debris. These sources are abundant and significantly less expen-
sive than corn or grain.

Ethanol will be
the real

growth driver

ETHANOL INDUSTRY ANALYSIS

Can-Am Ethanol One—The Mission Ahead

The new mission is to lead the world in the creation of ethanol production facilities that have
no peer in the energy arena. Utilizing feedstock material that is considered to be either re-
newable or waste, the ethanol plants will provide significant production reliability, flexibility
and volume while exhibiting viable capital and operating costs.
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600 new ethanol plants would need to be constructed.

Ethanol is rapidly increasing in popularity on account of:

 Its reduced “green house” gas emissions, improved combustion efficiency, low toxicity gasoline enhance-
ment qualities

 Economic benefits in the form of substantial tax incentives from Federal and Provincial governments.

 All mainstream manufacturers of motor vehicles support the use of 10% ethanol blended fuels in their vehi-
cles.

 It is the lowest cost octane enhancing ingredient for motor gasoline.

 Costs are independent of international crude oil prices.

 Domestic availability, reducing the need to import foreign oil

Ethanol is a new and growing industry in Canada with every jurisdiction interested in helping to establish ethanol produc-
tion in their area. The commitment of the federal government is evidenced by their legislated target of 35% of Canada's
gasoline supply containing a 10 per cent ethanol blend by 2010. This level will be necessary if Canada is to meet its cli-
mate obligations under the Kyoto Accord, of which it is an original signatory. This target volume will translate into a
yearly Canadian consumption of approximately 1.6 billion liters of fuel grade ethanol for automotive transport alone! Evi-
dence of the Federal government’s commitment to the development of ethanol production is their more than $18 million 
in grants and loans to Logen Corp. of Ottawa.

The ethanol markets in Canada and the US are poised to explode

 The Federal Government of Canada has legislated that that 35% of the fuel sold in Canada by the year 2010
must be E-10.  To accomplish this, Canada’s production of ethanol has to quintuple in that time frame.

 Canada currently has more than 1,000 retail outlets that sell blended gasoline and that number is expected
to increase 10 fold in the next 5 years.

 Individual provincial governments (Ontario, Manitoba and British Columbia) are mandating up to 100% us-
age of E10 by 2010.

 If E-10 were to be used to fuel all cars in the Canada, over 1.3 billion gallons of ethanol annually would be
needed. To meet this demand, about 20 ethanol plants (equivalent to Can-Am’s plant) would need to be 
constructed. Canada currently produces only 60 million gallons of ethanol annually, from 6 existing fermen-
tation-to-ethanol plants.

 If E-10 were to be used to fuel all cars in the Unites States, over 13 billion gallons of ethanol would be
needed. To meet this demand, about 200 new ethanol plants of similar capacity would need to be con-
structed. The U.S. currently produces 2.6 billion gallons from 82 existing fermentation-to-ethanol plants.

 Increased popularity of Flex Fuel Vehicles that run on conventional gasoline or any percentage of ethanol/
gasoline. At the beginning of 2004, there were about 300,000 flexible fuel vehicles in Canada, with about
200,000 new vehicles entering the Canadian market each year. Also, US is expected to see an annual addi-
tion of 2 million vehicles to its 3 million FFVs existing user base at the beginning of 2004.

The Government of Canada supports ethanol development and use primarily through several measures:
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 Research and development programs that support the market development of technologies to overcome
technical barriers to ethanol market penetration

 The exemption of 10 cents per liter federal excise tax for the ethanol portion of blended gasoline

 The inclusion of ethanol powered vehicles in federal vehicle fleets

 The Future Fuels Initiative, which was announced in November 2001 under Canada’s Action Plan 2000 on 
Climate Change. It aims at an increase of 750 million liters in Canada’s annual capacity to produce ethanol, 
which represents a fourfold increase in current production.

 The Cam-Am Ethanol One joint venture will
place MEMS USA squarely into the high growth,
alternative energy sector.

MARKET SIZE

Rising energy applications (as indicated in the at-
tached graph Source - www.omrpublic.iea.org), indicates
that the oil supply in Canada is continuously on the
rise and this trend is expected to continue in the
future. Following the Kyoto Agreement, if E-10
were to be used to fuel all cars in Canada, an esti-
mated 1.3 billion gallons of ethanol would be re-
quired annually. Canada currently produces only 60
million gallons of ethanol annually from six existing
fermentation-to ethanol plants. Hence there is a
huge demand supply gap that could provide a lu-
crative market for Cam-Am One Ethanol .

The ethanol industry in North America is currently geographically concentrated in the Corn Belt. Industry capacity has
doubled over the past ten years, with 2002 rated capacity at 2.691 billion gallons of ethanol up from only 1.354 million
gallons in 1992. Much of this explosive growth has occurred in the past three years with 1999 rated capacity of 1.805
billion gallons.

Roughly 95 percent of current ethanol capacity uses corn as feedstock, the remaining 5% uses an assortment of other
feedstock including barley, wheat, whey, milo, potato waste, brewery waste, and beverage waste.

North America, with 6% of the world’s population accounts for 25% of the energy consumed. Oil imports in 2003 ac-
counted for 60% of the total usage and this has increased dramatically from 30% levels over the last thirty years. North
America currently uses over 148 billion gallons of gasoline per year of which less than 1.5% is ethanol. With the North
American energy policy calling for a reduced dependence on foreign oil by increasing the production and usage of bio-
renewable ethanol, this makes the North American market for ethanol very attractive. Also, tax incentives like a partial
exemption from the federal gasoline excise tax, Income tax credits from alcohol fuels and tax deduction for clean-fueled
vehicles that use 85% alcohol fuels (E85) provide adequate incentive for ethanol production and consumption.

THE MTBE THREAT

Following the Congress passing amendments to the Clean Air Act in 1990, US established the following two programs to
reduce automobile pollution:

 The reformulated gasoline program for areas in non-attainment for smog forming emissions, and

 The oxygenated fuels program for areas in non-attainment for carbon monoxide.

Both of these programs rely on the addition of oxygenates (i.e., additives that boost oxygen content) in automotive fuels
to make them burn more completely and hence, reduce pollution. The four major oxygenates are methyl tertiary butyl
ether (MTBE), ethanol, ethyl tertiary butyl ether (ETBE), and tertiary-amyl methyl ether (TAME).
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Company Location Feedstock

API Grain Processors Red Deer, Alberta Wheat feedstock

Commercial Alcohols Inc.
Tiverton, Ontario
Chatham, Ontario
Varennes, Quebec

Corn feed stock
Corn feedstock
Corn feedstock

Mohawk Canada Inc. Minnedosa, Manitoba Wheat feedstock

Pound Maker Agventures
Ltd. Lanigan, Saskatchewan Wheat feedstock

Tembec Temiscaming, Quebec Wood waste

Logen Corporation Ottawa, Ontario
Corn stover, Cereal
straws

MTBE currently holds the largest share but has come under attack as of late because of water pollution concerns. Ethanol
holds the second largest share of the oxygenate market and is also commonly used as an octane enhancer in conventional
gasoline. According to a study conducted by the U.S. Geological Survey and the Oregon Graduate Institute’s Department 
of Environmental Study in 2000, as many as one-third of drinking water wells in the 31 states analyzed could be contami-
nated with MTBE. In general, MTBE makes its way into groundwater from leaking underground storage tanks. Because it
is highly water-soluble and breaks down very slowly, it is more likely to contaminate groundwater than many other com-
ponents of gasoline. Accordingly, MTBE is being viewed by some policymakers as causing a trade off between the goals of
clean air and clean water.

Following disclosures about the health hazards due to MTBE, in 1999 the governor of California issued an executive order
phasing out the use of MTBE as of December 31, 2002, which was subsequently extended for a year. Following this sev-
eral other states also have banned the use of MTBE, including Arizona, Colorado, Connecticut, Illinois, Indiana, Iowa, Kan-
sas, Kentucky, Michigan, Minnesota, Missouri, Nebraska, New York, Ohio, South Dakota and Washington. Each of these
states have specified a time frame within which the use of MTBE has to be phased out. The last date for the implementa-
tion of the State ban of MTBE is January 2006. Following the state ban, several of the state's largest gasoline suppliers
have announced their intention to switch to ethanol within the time frame given for the complete phase-out of MTBE.
Ethanol consumption is forecasted to more than double over the next decade as the roughly 2 billion gallons consumed in
2002 will increase to almost 4.1 billion in 2012, on account of the explosive growth is the substitution of ethanol for MTBE
in the states that have already banned its use.

Thus MTBE, which was originally seen as an alternative to ethanol, is being phased out due to health/environmental haz-
ards . This has provided a further impetus to the ethanol industry.

COMPETITION

Can-Am Ethanol One’s main competition in Canada comes from six existing plants. 2 are in Ontario and one each in Mani-
toba, Saskatchewan, Quebec and Alberta. All are fermentation plants using grain as feed stock with the exception of On-
tario’s Logen Corp. that uses an enzyme system. 

The following table compares the existing Ethanol Fermentation plants in Canada:

Can-Am Ethanol One claims that its technology is more efficient, and can produce greater volumes of ethanol from
smaller amounts of feedstock while using much less energy. With lower capital and operating costs and lower waste and
fewer by-products, Cam-Am’s technology (if successful) could provide them a significant edge of the competition.
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Following are the highlights of the Can-Am Ethanol One project:

 Can-Am Ethanol One, the joint venture between MEMS USA and Accelon® Energy System of Canada, is be-
ing engineered to convert 800 tons of Canadian wood waste per day into 160,000 gallons of clean burning
fuel-grade ethanol.

 This CAN-AM Ethanol One biomass-to-ethanol project aims to produce fuel grade ethanol for $0.40 (± 25%
variable costs) per gallon, using the pioneering wood waste biomass-to-ethanol technology.

 Canada is the ideal location for CAN-AM Ethanol One. While corn is the primary feedstock for ethanol pro-
duction in the U.S., and in Brazil it is sugar, Canada has an abundance of forests and wood waste.

 The advantage of CAN-AM Ethanol One is that its chemical process team is experienced with all of the proc-
ess steps and have been assessing biomass-to-ethanol processes for the past 6 years. The Canadian part-
ner, Accelon® Energy System, is experienced in forestry, construction, power equipment and Canadian Gov-
ernment relations; while MEMS USA has experience in chemical, petrochemical, oil refining, gasification and
alcohol purification.

 The ethanol production facility of Cam-Am One is expected to cost approximately $2.70 US/per annual pro-
duced gallon to build, which is considerably lower than competitors using conventional technology.

 The waste wood products that the Cam-Am ethanol plant will use for feedstock are not in high demand in
Canada and are available in quantity throughout much of the country. As demand on these resources grows
the process is also been accommodated to be easily modified to use other materials such as barnyard waste,

PROJECT HIGHLIGHTS

Fuel System Type Feedstock Litres/gal
per ton

Cost per
litre/gal
(In $US)

Ethanol Fermentation Biomass/grain/corn
80 liters/
21.13gal

44¢ /liter
$1.67 /gal

Ethanol Enzyme
Biomass/Grain/
Straw

340 liters/
90 gal

44¢ /liter
$1.67 /gal

Ethanol
Can-Am Ethanol
One Biomass

757 li-
ters/200 gal

10¢ /liter
$0.40 /gal

Gasoline Traditional Petroleum
33¢ /liter
$1.25 /gal

The table below compares the input/output ratios and cost of production in the various technologies used for the production
of Ethanol:

For the past 20+ years in the US (since the earliest data is available), the price of ethanol has been higher than the wholesale
price of regular unleaded gasoline. However, the long term price of crude oil is likely to further trend upward as the world
crude oil production peak is reached and world demand for crude oil shows no signs of slowing down. As the price of crude oil
rises, the production price and retail price of gasoline will rise. But, the cost of producing ethanol should remain stable at
current levels adjusted for inflation and this situation is expected to create a continuously increasing future profit spreads for
ethanol.
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FINANCIAL PROJECTIONS/VALUATION –DISCOUNTED CASH FLOWS

CAN-AM PROJECT

The Can-Am Ethanol One is a 50:50 joint venture between MEMS USA, Inc and Accelon Energy System, Inc. MEMS will
earn revenue in the form of engineering and construction fees. Thus the cash outflows shown below in the table are reve-
nues for MEMS USA.

On the other hand the privately held Accelon Energy System, will provide the financing and some technological input. The
plant is expected to be operational only by mid-2007. Since the project is a 50:50 joint venture, each of the companies
will have a 50% share in the profits of the joint venture.

The technical details of the plant are:

 Wood waste consumption of approximately 800 tons (1,600,000 pounds)/day; dry basis

 Tipping fees of up to U.S. $15/ton to dispose of carbonatious waste will be earned in the form of revenue

 Ethanol production of approximately 160,000 gallons per day (605,000 liters or less than 20% of Canada’s 
current need)

 Operating cost of U.S. $0.40 ± 25%/gallon of ethanol produced

 Current product value of approximately U.S. $1.70/gallon of ethanol sold,

 Total capital required, approximately $150 million and an additional $12 million from WestCap Securities Inc
to fund the asset-backed acquisition of the project site and initial operating capital.

The projected financial details for a five year forecast horizon are as follows:

Revenues Estimations for Cam-Am Ethanol One:

2005 2006 2007 2008 2009

Amount in $ US

Ethanol Revenue Nil Nil 47,600,000 95,200,000 95,200,000

Tipping Revenue Nil Nil 2,100,000 4,200,000 4,200,000

Total Revenue Nil Nil 49,700,000 99,400,000 99,400,000

Cost of Production Nil Nil 14,000,000 28,000,000 28,000,000

Operating Profit Nil Nil 35,700,000 71,400,000 71,400,000
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Cash flow Estimations for Cam-Am Ethanol One

Key Assumptions

 The construction of the first plant will begin in 2005 and require 30 months or 2.5 years to complete.

 The sale price per gallon of ethanol is assumed to be $1.70. This is based on the prevailing rates for ethanol
in US.

 The first plant will start producing at full capacity by the year 2008, its first complete year of operation.

 Tipping fee -a source of income for the company- has been taken at the rate of $15/ton.

 The company estimates the cost of production of ethanol at $0.40/gallon. We have increased this by 25% to
ensure a more conservative set of variable costs in our estimates and valuation.

 Subsidies given by the Canadian federal and provincial governments to ethanol plants have not been consid-
ered.

 Outside the $12 million funding received from WestCap Securities, the entire project will be funded by Merrill
Lynch. The $150 million construction cost will be financed via a 10-year interest only note @ 6% per annum,
with the entire principal due at the end of the 10 years.

 After the moratorium period, the total outstanding amount is payable in six installments starting from 2008.

2005 2006 2007 2008 2009

Cash Inflow Amount in $ US

From External
Sources (Westcap
Securities, Inc.)

12,000,000 - - - -

From Merrill Lynch

(Assumed as Debt
@6%p.a)

40,000,000 50,000,000 60,000,000 - -

From Operations - - 35,700,000 71,400,000 71,400,000

Total Inflow 52,000,000 50,000,000 95,700,000 71,400,000 71,400,000

Cash Outflow

Plant 1 52,000,000 50,000,000 60,000,000

Debt Service - - 25,271,040 24,323,376 23,375,712

Total Outflow 52,000,000 50,000,000 85,271,040 24,323,376 23,375,712

Net Cash Outflow NIL NIL 10,428,960 47,076,624 48,024,288
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MEMS INC., USA

From the Financial Year 2005 MEMS will have the following sources of income:

 From the original business of developing and manufacturing of advanced engineered products, systems,
plants and services, mostly for the energy, oil and natural gas industries.

 From the two companies, which it took over: namely Gulfgate Equipment Company and Bott Equipment
Company.

 Gulfgate is a Houston based manufacturer of advanced engineered products and systems.

 Bott Equipment Company is a sales organization that markets advanced engineered products.

 From the Can-Am Ethanol project the company will get revenue in the form of

 Construction & Engineering fee, while the plant is under construction,

 At a later stage when the Can-Am becomes profitable MEMS will have a 50% share in it as per the
joint venture agreement.

The table below provides details of the revenue projections for MEMS USA. The various sources of income are shown
separately:

Revenue estimations for MEMS USA Inc. accruing through all its subsidiaries and joint ventures:

Income 2005 2006 2007 2008 2009

Amount in $ US

MEMS 2,000,000 2,120,000 2,247,200 2,382,032 2,524,954

Gulfgate Equipment 3,000,000 3,450,000 3,967,500 4,562,625 5,247,019

Bott Equipment Com-
pany

6,000,000 6,300,000 6,615,000 6,945,750 7,293,038

Can-Am Ethanol
(Const. & Eng fee)

52,000,000 50,000,000 60,000,000 - -

Total 63,000,000 61,870,000 72,829,700 13,890,407 15,065,010
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Cash Flows estimates for MEMS USA Inc. accruing through all its subsidiaries and joint ventures:

Key Assumptions:

 The revenues of MEMS USA are assumed to grow by 6% yearly. This revenue is from its existing business of produc-
tion of precision instruments use in crude oil extraction.

 The revenue received from the construction of plant for Can-Am-Ethanol One is assumed to provide a margin of 10%
which is close to the industry average for similar projects.

 MEMS acquired Gulfgate and Bott Equipment Company in October 2004. These companies have a margin of 27.5%
on their revenue. We have assumed similar margins for the future.

 The revenue of MEMS will also include half of the profits of Can-Am Ethanol. This is as per the joint venture agree-
ment between Accelon and MEMS USA.

 For the purpose of calculating the discounted cash flow, the discounting rate has been taken at 15% as the rate of
return to be achieved from the joint venture. This is significantly above the prevailing benchmark 10-year bond rate.
While this may appear overly cautious, we believe that this is commensurate with the risk involved in any greenfield
project, particularly one based on an unproven, new technology.

On discounting this free cash flow at a rate of 15%, and assuming a perpetuity growth rate of 5%, the total value of the
company is estimated at $185.79 million over a five-year horizon. Assuming a zero debt level, we estimate the pre-
sent value of the company is equal to the present value of the free cash flow.

Based on the January 11, 2005 end-of-year results and accounting for shares issued following the acquisition of Bott
Equipment and GulfGate, we estimate the total outstanding fully diluted shares of MEMS at 16.4 million, and arrive at a
per share fair value of $11.32.

Cash Flows 2005 2006 2007 2008 2009

Amount in $ US

MEMS 80,000 84,800 89,888 95,281 100,998

Gulfgate Equip-
ment

825,000 862,500 991,875 1,140,656 1,311,755

Bott Equipment
Company

1,650,000 1,575,000 1,653,750 1,736,438 1,823,259

Can-Am Ethanol
(Const. & Eng
fee)

5,200,000 5,000,000 6,000,000 - -

MEMS share of
Net Cash Flow in
Cam-Am Ethanol
(50%)

- - 5,214,480 23,538,312 24,012,144

Total 7,755,000 7,522,300 13,949,993 26,510,687 27,248,156

Less: Interest on
Convertible Loan
@ 8%

12,000 12,000 - - -

Net Cashflow 7,743,000 7,510,300 13,949,993 26,510,687 27,248,156
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In order to make a peer comparison, we have compared MEMS with Suncor Energy.

Suncor Energy is an integrated energy company. It explores, acquires, develops, produces and markets, crude oil and
natural gas, transports and refines crude oil and markets petroleum and petrochemical products. The company recently
obtained a Canadian Government contract of about $22 million to set up an Ethanol processing plant.

The company had sales of $4.8 billion as on December 2003 and currently has a price to sales ratio of 2.23.

But given that Suncor is an integrated energy company and is an established player in the energy sector, the Price/ Sales
Multiple of Suncor cannot be directly compared to MEMS.

As of the issuance of this report, MEMS is trading under $3.00/ per share. The company issued approximately 1.3 million
additional shares in 2004 for the Bott and Gulfgate acquisitions. Based on our estimates of 16.4 million shares currently
outstanding, and an estimated total sales of $US 8.6 million (combined, post acquisition) the Price/Sales Multiple works
out to 5.2 X Sales. Based on 2005 estimated sales (giving effect to Cam-Am revenues from engineering services), the
forward Price/Sales multiple works out to a mere 0.87X Sales, thus giving the enormous room for appreciation in the
share price of the company.

Dr. Jim Latty,
President, MEMS USA,
Inc.

Ph.D., Chemical
Engineering, University of
California, Berkeley, 1974

B.S., Chemical Engineering,
University of Missouri at
Rolla, 1968

Business Education,
Wharton School of Business
at the University of
Pennsylvania, 1976

Dr. Jim Latty has in-depth knowledge of essential business functions. He has demonstrated
a proficiency in technological business operations, intellectual property creation, licensing,
critical in-depth business analysis, design, and manufacture. Held overall P&L responsibility
for large companies. Managed operations, product development, marketing and sales.
Unique capability to utilize technical competencies plus project management ability and su-
perior communication skills to obtain optimal organizational performance.

ACCOMPLISHMENTS:

 Out-licensed over $25,000,000 worth of intellectual property for electronics and proc-
esses.

 Led engineering & design of a $1,000,000,000 international process/manufacturing
facility.

 Rapidly developed and commercialized over 20 products and manufacturing processes
as well as led technical due diligence on 3 major product line acquisitions for the Armor
All Products Corporation, supporting sales growth in excess of $76 million per year and
earnings before tax profitability improvement to over 65%.

 Led engineering, development, market research and patenting for a wide range of elec-
tronics for engine fuel delivery and control systems; metering systems; feed‑back 
combustion controls; metering and measurement; oil field measurement while drilling
(MWD); other instrumentation and data logging for Dresser Industries.

 As President of JAL Engineering directs the acquisition of proprietary technology for
diverse clients including electronics instrumentation manufacturers and leads engineer-
ing, system design and equipment acquisition as well as supervises projects for clients
worldwide.

 Led the product and process development, business planning, strategic market analy-
sis, technical presentations and license negations for Dancor, Inc. a start-up company
and JAL Engineering client, creating pre‑IPO stock value appreciation of over $28 mil-
lion.

 Led acquisition, design, engineering, patent protection and supervised contract manu-
facturing of opto-electronic products for Impact Products Corporation, a JAL Engineer-
ing client.

Key Management Personnel on the Cam-Am Ethanol One team include:

MANAGEMENT TEAM:

VALUATION BASED ON PRICE/SALES MULTIPLE:
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CURRENT POSITIONS:

 President & CEO - Patriot Energy, LLC –Company formed to promote Economic De-
velopment through the development of new environmentally friendly energy pro-
jects using advanced technologies.

 President & CEO - Patriot Energy of Ohio Plant I, LLC - Formed as Limited Liability
Company created for the ownership of a New Municipal Solid Waste to Alternative
Fuels Facility located in Ohio.

 President & CEO - Accelon Energy Systems, Inc. - Technology development com-
pany created for the promotion of emerging technologies in the energy and alterna-
tive fuel market places.

PRESENT PROJECTS:

 Bluestone Hydroelectric Power Project –Value ($70 million) –Responsible for the
complete design and construction of a hydro electric facility at the Bluestone Dam in
the city of Hinton West Virginia.

 Yankton Sioux Indian Nation in South Dakota –Value ($260 million) –Responsible
for The complete design and construction of a 100 turbine wind mill farm.

 Standing Rock Sioux Indian Nation in North Dakota –Value ($ 150 million) –Re-
sponsible for the complete design and construction of a 60 turbine wind mill farm.

 State of Ohio –Value ($ 150+ million) –Responsible for developing the 2 Municipal
Solid Wastes to Alternative Fuel Facilities.

 Government of the Bahamas –Value ($ 150 million) –Responsible for the construc-
tion of a Desalinization Facility (converting sea water to potable water) and a Mu-
nicipal Solid Waste to Alternative Fuel Facility for the island.

William R. Mitchell,
President & CEO,
Accelon Energy
Systems™

College - Philadelphia, PA

Mechanical Engineering -
Spring Garden Institute of
Technology

Civil Engineering/Structural
Design - Drexel University.

PRESENT POSITIONS:

 Chairman/President Accelon™ Energy Systems Inc. - Langley, BC, Canada

 President - Central Pacific Power Systems Inc. –Langley, BC, Canada. Was respon-
sible for development of power stations for the Arkansas River Power Authority and
the Modesto Power Group Inc. Produced and sent a number of power stations to
China throughout 1990’s. Mr. Chauncey is currently negotiating power production 
opportunities in Israel, the Philippines and Turkey.

 Secretary Treasurer - Talon Management Group Inc. –Vancouver, BC, Canada

 President - North Star Aggregates International Inc. –Vancouver, BC, Canada. Was
responsible for Responsible for the investigation and evaluation of a number of min-
ing properties in Nevada, Ecuador, British Columbia and the Yukon Territories result-
ing in the start-up and development of mines at McCullough Creek and Clinton, B.C.
Further responsibilities included development of several real estate subdivisions and
operation of a construction division involved in underground servicing and road
work’s. 

Kenneth John Chauncey,
Chairman,Accelon
Energy Systems™’

Secondary School Graduation –
Trochu, Alberta

Post Secondary Courses -
Mathematics, Physics, Aircraft-
Engineering

Credentials –F.R.I., C.P.M.
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EDUCATION:

J.D. Environmental Law, LaSalle University,1997
Post Doctorate, Georgetown University, 1991
Ph.D. HEED University, 1980
Pre Doctorate, The American University, 1977
M.S. West Virginia University, 1967
B.S. Fairmont State College, 1964

PROFESSIONAL CERTIFICATION AND SOCIETIES:
Certified Wildlife Biologist
Certified Oceanographer
Certified Financial Planner
Certified Pesticide Applicator (10) categories
Certified Wetlands Specialist
Certified Landfill Operator (Hazardous and non-hazardous)
Certified Medical Waste Coordinator
Certified Organic Matter specialist
Certified Landscape Designer
Certified Landscape Nursery Association
Beta, Beta, Beta--Biological Honorary
Sigma Xi--Research Honorary
Montani Semper Liberi--West Virginia University Honorary
The Wildlife Society
American Forestry Association

EXPERIENCE (COAL, GAS AND OIL ONLY):

 Has been involved in the drilling of 4 million dollars worth of oil and gas In West
Virginia and Pennsylvania. In the process of drilling 25 wells in Pa. at this time.

 Successfully drilled two wells in Mannington WVA two years ago and will be drilling 8
more on that tract in 2004.

 Involved in the sale and operation of a 37 million dollar coal mine near Elkins West
Virginia.

Dr. Jerry A. Moore,
Environmental Advisor

James Appold, Director President –Consolidated Biscuit Co. - McComb, Ohio

Founded in 1963, Consolidated Biscuit has become one of the largest privately-owned
cookie and cracker companies in the United States with 3,000 employees.

Mr. Appold was awarded 1999 Manufacturing Entrepreneur of the Year Ernst & Young’s 
annual Northwest Ohio Entrepreneur of the Year program
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RISK FACTORS:

 The technology being used by the company is new and has not yet undergone commercial applications. Even though
the Company claims that it will produce highly cost efficient ethanol, this claim will only be substantiated once pro-
duction begins.

 The first plant is expected to be ready only by 2007 and become fully operational by 2008. In the intervening period
the following two events could increase the risk substantially:

 A new, more efficient manufacturing process could replace the one currently being used by MEMS. Replace-
ment of its technology will entail additional research and capital expenditure. This would also affect the com-
pany’s valuation in the short run.

 Another possibility could be that ethanol fuel itself may be replaced or may become obsolete. In many coun-
tries new energy sources like Fuel Cells are being researched and encouraged. In case a more efficient, new
technology comes up, the viability of the current project would suffer.

 The profitability of the current venture depends on the price at which ethanol is sold in the market. If the sale price of
ethanol declines, the profitability of the venture will suffer.

 The margins of Bott Equipment and Gulfgate are currently at very high levels of 25%, and this is likely to reduce in
the future as competition increases.

 The Tipping Revenue is estimated at $90/ton and is at one of its highest levels. It is projected to contribute more
than one fourth of the total revenue of the company. If this rate comes down then it might hurt the revenue figures
of the company.

 MEMS USA has a cost plus contract for the manufacture of the plant for Can-Am Ethanol. The profitability of the con-
tract will depend on how efficiently the company can construct the plant. In case of cost overruns the loss will have to
be borne by the company, which will reduce profit margins. Time overrun will also affect MEMS’s performance.

 The stock is thinly traded, has exhibited price volatility, and is a bulletin board stock subjecting broker-dealers to ad-
ditional sales practice and disclosure requirements.
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Disclaimer
Beacon Equity Research (otherwise known as BER) is an independent research firm specializ-
ing in small and micro capitalization companies. BER has no investment banking or consul-
tation conflicts thereby minimizing the inherent conflicts of interest between the research
analysts and the companies they cover. BER is not a registered investment advisor or bro-
ker dealer. No information in this report should be construed as an endorsement to either
buy or sell any securities mentioned in this report. The analyst(s) who prepared this report
rely on publicly available information which neither the analyst, nor BER, can guarantee to
be error-free or factually accurate. All conclusions in this report are deemed reasonable and
appropriate by the author. The company featured in this report has not compensated Bea-
con Equity Research in any manner for distribution of this report. All decisions are made
solely by the analyst and independent of outside parties or influence. The Private Securities
Litigation Reform Act of 1995 provides investors a “safe harbor” in regard to forward-looking
statements. To fully comply with the requirements of this law, BER cautions all investors
that such forward-looking statements in this report are not guarantees of future perform-
ance. Unknown risk, uncertainties, as well as other uncontrollable or unknown factors may
cause actual results to materially differ from the results, performance or expectations ex-
pressed or implied by such forward-looking statements. Investors should exercise good
judgment and perform adequate due-diligence prior to making any investment.

All material contained in this report is the sole property of Beacon Research Partners, LLC.
No information contained herein may be copied or reproduced in any manner without the

express written consent Beacon Research Partners, LLC.


