NOTICE TO SHAREHOLDERS
OF
CANADIAN MEDICAL DISCOVERIES FUND INC.
CANADIAN MEDICAL DISCOVERIES FUND Il INC.

This notice is being provided to you for information purposes only, and you
are not required to take any action as a result of thistransaction.

Thisisto notify you that MDS Capital Corp. (“MDSCC”) has signed an agreement under which Impax Capital Corp. or its
affiliates (“Impax”) will acquire al of the issued and outstanding shares of Medical Discoveries Management Corporation
(“MDMC"), the manager of Canadian Medical Discoveries Fund Inc. (“CMDF”) and Canadian Medical Discoveries
Fund Il Inc. (“CMDF 11" and together with CM DF, the “CMDF Funds’). MDMC has provided the management of the
CMDF Funds since their inception, beginning with CMDF in 1994.

MDSCC is one of Canada’s largest venture capital firms and is a leading North American venture capital company focused
exclusively oninvesting and helping to build emerging life science companies. Its public retail funds and private institutional
limited partnerships provide a continuum of value-added financing. The sale of its public retail funds is the first step in
MDSCC's restructuring under new Chief Executive Officer Peter van der Velden, whose goal is to refocus MDSCC on
venture capital investing for institutional investors in the health care sector.

Upon completion of this transaction, Impax will be the sole shareholder of MDMC, and MDMC will continue to manage the
CMDF Funds under the existing management agreements. Impax is a specialty financial services firm that has been built
upon the proven track record of its principals as leaders of innovation in the industry. Impax's principals have a wealth of
experience in life sciences investment management, private equity, structured products and income trusts. “We are excited
by the opportunity to further support venture capital investment in the life sciences sector, one of the fastest growing and
most dynamic components of the economy,” said Gord McMillan, Chairman of Impax.

“We are very pleased that the future management of MDMC will be under the guidance of Impax. They have an excellent
team, and under their management, it is anticipated that the CMDF Funds will continue to operate as distinctly health care
focused funds, thereby continuing to play a unique role in the overall funding landscape for emerging Canadian health care
companies’, said Peter van der Velden, President & Chief Executive Officer of MDSCC.

The CMDF Funds are labour sponsored venture capital investment funds (“L SIFS’). The primary objective of the CMDF
Fundsisto achieve long-term capital appreciation through investmentsin eligible Canadian businesses engaged in the health
sciences sector. CMDF is Canada's most mature health science LSIF, with over $230 million in managed assets. CMDF
invests in businesses in all stages of development — from start-up through commercialization and expansion. Established in
1994 and available across Canada, CMDF has venture capital investments in approximately 80 companiesinvolved in health
sciences, biotechnology, diagnostics, medical devices, drug discovery and development, health care delivery services and
e-health. With approximately $20 million in managed assets, the companion fund, CMDF |1, was established in 2002 and
focuses on investments in the later stages of development.

Thistransaction, which is subject to all customary approvalsincluding regulatory approval, isanticipated to closein
thefirst quarter of 2006.

For more information about MDSCC, please visit www.mdscapital.com. For more information about the CMDF Funds,
please visit www.cmdf.com. If you have any questions concerning the transaction and its effects on the Funds, please call
MDMC at 416-213-4686 or e-mail us at information@cmdf.com or visit Impax at www.impaxfunds.com.

We thank you for your support and continued investment in the Funds.
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